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AMENDING THE DISTRICT OF COLUMBIA INCOME AND FRAN- 
CHISE TAX ACT OF 1947, AS AMENDED, TO EXCLUDE SOCIAL- 
SECURITY BENEFITS AND TO PROVIDE ADDITIONAL EXEMP- 
TIONS FOR AGE AND BLINDNESS, AND TO EXEMPT FROM 
PERSONAL PROPERTY TAXATION IN THE DISTRICT OF COLUM- 
BIA BOATS USED SOLELY FOR PLEASURE PURPOSES 


Aveust 16, 1957.—Ordered to be printed 


Mr. Bisuz, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


[To accompany H. R. 8256] 


The Committee on the District of Columbia, to which was referred 
the bill (H. R. 8256) to amend the District of Columbia Income and 
Franchise Tax Act of 1947, as amended, to exclude social-security 
benefits and to provide additional exemptions for age and blindness, 
and to exempt from personal-property taxation in the District of 
Columbia boats used solely for pleasure purposes, and for other 
purposes, after full consideration, report favorably thereon with 
amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 4, line 14, strike ‘‘(sec. 47-1507 (b) (a) (13)” and in lieu thereof 
insert ‘‘(sec. 47-1557 (b) (a) (13)”. 

’ Page 4, line 25, strike “wife, living” and insert in lieu thereof “wife 
iving”’. 

Page 5, line 21, insert a comma immediately before the word “as”. 

Page 6, line 15, insert a comma immediately after the figures 1957’’. 

Page 6, lines 19, 23, 25, and page 7, lines 18, 21, and 24, insert a 
comma after the word ‘‘business” in each instance. 

Page 7, line 6, insert a comma immediately before the word “and”. 

Page 7, line 7, insert a comma immediately after the word “year’’. 

Page 8, line 4, after the word “Columbia,” insert the following: 


and no license shall be required of any person licensed under 
chapter II, section 26, of the “Life Insurance Act’, approved 
June 19, 1934 (48 Stat. 1125, ch. 672; sec. 35-425, D. C. 
Code, 1951), for the purpose of acting within the District of 


86006 
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Columbia for any life-insurance company as a general agent, 
agent, or solicitor in the solicitation or procurement of 
applications for insurance, 


Page 8, line 14, strike “joint venturer” and insert in lieu thereof 
‘Joint venture”’. 
Page 8, after line 15, insert a new paragraph, as follows: 


The license required to be obtained under the provisions 
of this subsection shall be in addition to all other licenses, 
fees, and permits required by law. 


Enactment of H. R. 8256 will amend the District of Columbia 
Income and Franchise Tax Act of 1947, as amended, and certain 
rovisions of law pertaining to taxation of personal property in the 
District of Columbia, so as to accomplish the following: 

Section 1 of the bill will exclude from gross income for individual 
income-tax purposes insurance benefit payments received by a tax- 
payer under section 202 (a), (b), (c), (d), (e), (f), (g), (bh), @), of title IT 
of the Social Security Act, as amended. 

Section 2 of the bill will add to the exemptions to which a taxpayer 
is entitled, additional exemptions of $500 for taxpayers and their 
spouses when those individuals have reached the age of 65, subject to 
certain qualifications pertaining to the filing of returns, dependency, 
and gross income. Additional exemptions of $500 will be allowed to 
taxpayers and their spouses who are blind. The language of this 
section as it relates to exemptions for age and for blindness is sub- 
stantially identical to that presently contained in part V, section 151, 
of the Internal Revenue Code of 1954. 

Section 2 also provides a change with respect to the existing exemp- 
tion allowed a head of a family or a married person living with husband 
or wife. Present law provides that a husband and wife living to- 
gether shall receive 1 personal exemption of $2,000, but if such husband 
and wife make separate returns, the personal exemption may be taken 
by either, or divided between them. ‘This section of the bill retains 
the exemption of $2,000, but provides that if the husband or wife 
makes separate returns the personal exemption of $2,000 shall be 
divided equally between them. 

Section 3 of the bill modifies the provision under title III of the 
District of Columbia Income and Franchise Tax Act of 1947, as 
amended, pertaining to the exclusion from gross income of payments 
made under laws relating to veterans. Present law provides that 
there shall be excluded from gross income “payments of benefits 
made to or on account of a beneficiary under any of the laws relating 
to veterans.” This section of the bill will modify the exclusionary 
provisions of income received by beneficiaries of veterans so as to 
provide that such exclusions shall be permitted to the extent that 
payments, under any other laws relating to veterans, of benefits 
made to or on account of a beneficiary shall be excluded to the extent 
such payments are not subject to taxation under the Internal Revenue 
Code of 1954. 

This section also provides for the exclusion from gross income for 
individual tax purposes of amounts received as a pension, annuity, 
or similar allowance for personal injuries or sickness resulting from 
active service in the armed forces of any country or in the Coast and 
Geodetic Survey or the Public Health Service to the extent such 
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amounts are excluded from gross income under section 104 (a) (4) 
of the Internal Revenue Code of 1954. 

Section 4 of the bill increases the maximum amount allowed to 
taxpayers who elect to take an optional standard deduction, rather 
than to itemize their deductions, from the present $500 to $1, 000 and, 
in this respect, will conform with the Internal Revenue Code of 1954. 

Section 5 of the bill changes existing law with respect to the use by 
a, taxpayer, reporting on a cash basis for any full calendar year, of a 
table upon ‘which he may determine his tax. It is presently provided 
that such a taxpayer may elect to use the table if his gross income for 
the calendar year is $10,000 or less and consists entirely of certain 
types of income. This section will limit those taxpayers using a tax 
table to persons whose income from specified sources does not ‘exceed 
$5,000. 

Section 6 of the bill will eliminate from personal-property taxation 
boats used solely for pleasure purposes. Under existing law such 
boats are subject to taxation on their value in excess of the first $1,000 
thereof. 

Section 7 of the bill changes the requirements of existing law relating 
to the licensing of individuals who engage in or conduct a trade, busi- 
ness, or profession in the District of Columbia, which is excluded from 
the tax on unincorporated businesses. The major changes provided 
by this section are, first, the exemption, under certain circumstances, 
of individuals who engage in a trade, business, or profession in the 
District of Columbia, but whose gross receipts during a calendar year 
are less than $5,000. In this connection, the exemption also applies, 
under certain conditions set forth in this section, in cases where the 
annual gross receipts of a partnership, association, or joint venture in 
the District of Columbia were, during a stated calendar year, less than 
$5,000. Second, the present exemption of registered and practical 
nurses from the requirements of licensing is retained and, in addition, 
exemptions from these requirements are provided officers and em- 
ployees of the Government of the United States, or the government of 
the District of Columbia, as well as individuals in private or public 
employment who are compensated for service performed by them as 

mployees. 

The committee amendment to section 7 of the bill would add to 
those exempted from the licensing requirement persons licensed under 
chapter II, section 26, of the Life Insurance Act, approved June 19, 
1934, when such persons are acting, under their license, for any life- 
Insurance company as a general agent, agent, or solicitor in the 
solicitation or procurement of applications for insurance. 

Section 8 of the bill provides that the amendments made by sections 
12,3, 4 ~¥ 5 shall be applicable to taxable years beginning after 
December : , 1956. The amendment made by section 6 is to be 
effective on Fal 1 next following the date of approval of this act, 
and the amendment made by section 7 is to be applicable to the 
calendar year 1958 and subsequent calendar years. 

Enactment of H. R. 8256, as amended by the committee, will result 
in a loss of revenue to the District of Columbia of approximately 
$350,000 per annum, a breakdown of which follows: 
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Estimated loss of revenue under H. R. 8256 


1, Exclusions from gross income of social-security benefit payments: 


en ee te tee anaa tie son $50, 000 
2. Additional exemption for age over 65 and blindness (additional exemp- 
tion of $500 for each): Decrease in revenue____._..-..-.-------- 150, 000 


no 


. Exclusion from gross income of allowance of personal injuries or sick- 
ness resulting from active service in the Armed Forces and not 


presently excluded under any of the laws relating to veterans__-_-__ 10, 000 
4, Increase in optional standard deduction to Federal basis__....__._- 75, 000 
5. Exemption from personal-property taxation of boats used solely for 
NN NS od sts be ata a mn pine ti mee areata gigale anol 15, 000 
6. Restriction of the use of the optional tax table to gross income of 
i es ee Sn cab immeca eid maa () 
7. Amendment of the trade, business, or professional license law ($25 
Se Os caw las Slee ciSh Wiig Slab ancu dds Sed ea> 50, 000 
a a a a ale ene 350, 000 
1No change. 


This legislation was recommended by and has the approval of the 
Commissioners of the District of Columbia. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed i is shown in roman): 


(61 Stat. 331, D. C. Code, 47-1557a (b)) 


Tirte Il1I—Ner Income, Gross INcomME AND EXCLUSIONS 
THEREFROM, AND Depucrions 


Src. 1. Net Incomn.—For the purposes of this article and wherever 
appearing herein, unless otherwise required by the context, the words 
‘‘net income’”’ mean the gross income of a taxpayer less the deductions 
allowed by this article. 

Src. 2. Gross Income anp Exciusions THEerREFROM.—(a) The 
words “gross income’ include gains, profits, and income derived 
from salaries, wages, or compensation for personal services of what- 
ever kind and in whatever form paid, including salaries, wages, and 
compensation paid by the United States to its officers and employees 
to the extent the same is not exempt under this article, or income 
derived from any trade or business or sales or dealings in property, 
whether real or personal, other than capital assets as defined in this 
article, growing out of the ownership, or sale of, or interest in, such 
property; also from rent, royalties, interest, dividends, securities, 
or transactions of any trade or business carried on for gain or profit, 
or gains or profits, and income derived from any source whatever. 

(b) The words “gross income” shall not include the following: 

(1) PrRocrEDs OF LIFE-INSURANCE POLICIES.—The proceeds of life- 
insurance policies paid by reason of the death of the insured, whether 
in a single sum or otherwise (but if such amounts are held by the 
insurer under an agreement to pay interest thereon, the interest pay- 
ments shall be included in gross income). 
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(2) ANNUITIES, AND So ForTH.—(A) Amounts received (other than 
amounts paid by reason of the death of the insured and interest pay- 
ments on such amounts and other than amounts received as annuities) 
under a life-insurance or endowment contract, but if such amounts 
(when added to amounts received before the taxable year under such 
contract) exceed the aggregate premiums or consideration paid 
(whether or not paid during the taxable year), then the excess shall 
be included in gross income. Amounts received as an annuity under 
an annuity or endowment contract shall be included in gross income; 
except that there shall be excluded from gross income the excess of the 
amount received in the taxable year over an amount equal to 3 per 
centum of the aggregate premiums or consideration paid for such 
annuity (whether or not paid during such year), until the aggregate 
amount excluded from gross income under this title in respect to such 
annuity equals the aggregate premiums or consideration paid for such 
annuity. In the case of a transfer for a valuable consideration, by 
assignment or otherwise, of a life-insurance, endowment, or annuity 
contract, or any interest therein, only the actual value of such con- 
sideration and the amount of the premiums and other sums subse- 
quently paid by the transferee shall be exempt from taxation under 
subsection (1) or this subsection. This subsection and subsection 
2 (b) (1) of this title shall not apply with respect to so much of a 
payment under a life-insurance, endowment, or annuity contract, or 
any interest therein, as, under section 3 (a) (10) of this title, is in- 
cludible in the gross income of the recipient. 

(B) EmpLoyers’ ANNuITIES.—If an annuity contract is purchased 
by an employer for an employee under a plan with respect to which 
the employer’s contribution is deductible under subsection 3 (a) (11) 
of this title, the employee shall include in his income the amounts 
received under such contract for the year received except that if the 
employee paid any of the consideration for the annuity, the annuity 
shall be included in his income as provided in subsection 2 (b) (2) 
(A) of this title, the consideration for such annuity being considered 
the amount contributed by the employee. In all other cases, if the 
employee’s rights under the contract are nonforfeitable except for 
failure to pay future premiums, the amount contributed by the 
employer for such annuity contract on and after such rights become 
nonforfeitable shall be included in the income of the employee in the 
year in which the amount is contributed, which amount together with 
any amounts contributed by the employee shall constitute the consid- 
eration paid for the annuity contract in determining the amount of 
the annuity required to be included in the income of the employee 
under subsection 2 (b) (2) (A) of this title. 

(3) Grrrs, BEQUESTS, AND DEVISES.—The value of property acquired 
by gift, devise, or inheritance (but the income from such property 
shall be included in gross income). 

(4) TAX-FREE INTEREST.—Interest upon (a) the obligations of a 
State, Territory of the United States, or any political subdivision 
thereof, or the District of Columbia; and (b) obligations of the 
United States, its agencies, or instrumentalities. 

(5) CoMPENSATION FOR INJURIES OR SICKNESS.—Amounts received 
through accident or health insurance or under workmen’s compensa- 
tion or employer’s liability acts, or by way of damages for personal 
injuries, whether by suit or agreement. 
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(6) IN THE CASE OF MINISTERS.—The rental value of a dwelling 
house and appurtenances thereof furnished to a minister of the gospel 
as part of his compensation. 

(7) INCOME EXEMPT UNDER TREATY.—Income of any kind to the 
extent required by any treaty obligation of the United States. 

(8) INCOME OF FOREIGN GOVERNMENTS. 

(9) PAYMENTS MADE UNDER LAWS RELATING TO VETERANS.—Pay- 
ments of benefits made to or on account of a beneficiary under any of 
the laws relating to veterans. 

(10) INCOME FROM UNINCORPORATED BUSINESS.—In the case of any 
person entitled to a share in the net income of any unincorporated 
business subject to tax under the provisions of title V ‘III of this article, 
an amount equal to the proportionate share of such person in such 
part of such net income as is in excess of the exemption provided in 
section 4 of said title VIII: Provided, however, That such part so ex- 
cluded from the gross income of suc sh’ person shall be reported by and 

taxed against the unincorporated business under the provisions of 
title VIII of this article. 

CapriTtaL GAIns.—Gains from the sale or exchange of any 
— asset as defined in this article. 

(12) Persona servicres.—lf at least 80 per centum of the total 
caliianentien for personal services covering a period of thirty-six 
calendar months or more (from the beginning to the completion of 
such services) is received or accrued in one taxable year by an indi- 
vidual or a partnership, the tax attributable to any part thereof which 
is included in the gross income of any individual shall not be greater 
than the aggregate of the taxes attributable to such part had it been 
incinded in the gross income of such individual ratably over that part 
of the period which precedes the date of such receipt or accrual. 

(13) Income derived from the sale of tangible personal property to 
the United States by corporations and unincorporate “d businesses hav- 
ing their principal places of business located outside the District, which 
property is delivered from places outside the District for use outside 
the District: Provided, however, That the taxpayer shall furnish to 
the Assessor a statement in writing of the amount of gross sales so 
made and, if required by the Assessor, a list of the names of the agen- 
cies of the United States through which such property was sold. 

(14) Dues and initiation fees in the case of any club organized and 
operated exclusively for pleasure and recreation, no part of the net 
earnings of which inures to the benefit of any private individual or 
shareholder. As used in this subsection, the word ‘dues’ means onl 
sums paid or incurred by members on a monthly, quarterly, san 
or other periodic basis for the privilege of being members of such club 
and any pro rata assessment made against the members as such; the 
word ‘dues’ does not include any sums paid or incurred by members 
or their guests for food, beverages, or other tangible personal property 
purchased or for the use of the club’s social, athletic, sporting, and 
other facilities; and the term ‘initiation fees’ includes any payment, 
contribution, or loan, required as a condition precedent to membership, 
whether or not any such payment, contribution, or loan is evidenced 
by a certificate of interest or indebtedness. 

(15) SocraL securiry Benerirs.—Insurance benefit. payments re- 
ceived under section 202 (a), (b), (c), (d), (e); (f), (g), (h), @, of title IT 
of the Social Security Act, as amended. 
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(D. C. Code 47-1567a, Sec, 2, Title VI, 70 Stat. 69) 


Szc. 2. Personan Exemptions.—There shall be allowed to resi- 
dents the following credits against net income: 

[(a) An exemption of $1,000 for a single person or a married person 
not living with husband or wife.] 

(a) (1) An exemption of $1,000 for a single person or a married 
person not living with husband or wife. 

(2) An additional exemption of $500 for the taxpayer if he has attained 
the age of sixty-five before the close of his taxable year, and an additional 
exemption of $500 for the spouse of the taxpayer if a separate return is 
made by the taxpayer, and vf the spouse has attained the age of sixty-five 
before the close of such taxable year, and, for the calendar year in which 
the taxable year of the taxpayer begins, has no gross income and is not 
the dependent of another taxpayer. 

(3) An additional exemption of $500 for the taxpayer if he is blind at 
the close of his taxable year, and an additional exemption of $500 for the 
spouse of the taxpayer if a separate return is made by the taxpayer, and 
if the spouse is blind and, for the calendar year in which the taxable year 
of the taxpayer begins, has no gross income and is not the dependent of 
another taxpayer. For purposes of this subsection, the determination of 
whether the spouse is blind shall be made as of the close of the taxable year 
of the taxpayer; except that if the spouse dies during such taxable year, 
such determination shall be made as of the time of such death. For 
purposes of this subsection, an individual is blind only if his central 
visual acuity does not exceed 20/200 in the better eye with correcting lenses, 
or if his visual acuity is greater than 20/200 but is accompanied by a 
limitation in the fields of vision such that the widest diameter of the visual 
field subtends an angle no greater than twenty degrees. 

[(b) An exemption of $2,000 for a head of a family or a married 
person living with husband or wife. A husband and wife livin 
together shall receive but one personal exemption of $2,000, but if 
such husband and wife make separate returns the personal exemption 
may be taken by either or divided between them.] 

(6) An exemption of $2,000 for a head of a family or a married person 
ling with husband or wife. A husband and wife living together shall, 
in addition to the exemptions for age and for blindness allowed by sub- 
paragraphs (a) (2) and (a) (8) above, receive but one personal exemption 
of $2,000, but if such husband or wife make separate returns, the personal 
exemption of $2,000 shall be divided equally between them. 





(D. C. Code 47-1557 (a) (b) (9), 61 Stat. 335) 


Sec. 2. Gross Income anp Exctusions THEererrom.—(a) The 
words “gross income” include gains, profits, and income derived from 
salaries, wages, or compensation for personal services of whatever 
kind and in whatever form paid, including salaries, wages, and com- 
pensation paid by the United States to its officers and emplovees 
to the extent the same is not exempt under this article, or income 
derived from any trade or business or sales or dealings in property, 
whether real or personal, other than capital assets as defined in this 
article, growing out of the ownership, or sale of, or interest in, such 
property; also from rent, royalties, interest, dividends, securities, 
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or transactions of any trade or business carried on for gain or profit, 
or gains or profits, and income derived from any source whatever. 

(b) The words “gross income” shall not include the following: 

(1) ProcrEps OF LIFE-INSURANCE POLIcIES.—The proceeds of life- 
insurance policies paid by reason of the death of the insured, whether 
in a single sum or otherwise (but if such amounts are held by the 
insurer under an agreement to pay interest thereon, the interest pay- 
ments shall be included in gross income). 

(2) ANNUITIES, AND sO FoRTH.—(A) Amounts received (other than 
amounts paid by reason of the death of the insured and interest pay- 
ments on such amounts and other than amounts received as annuities) 
under a life-insurance or endowment contract, but if such amounts 
(when added to amounts received before the taxable year under such 
contract) exceed the aggregate premiums or consideration paid 
(whether or not paid during the taxable year), then the excess shall 
be included in gross income. Amounts received as an annuity under 
an annuity or endowment contract shall be included in gross income; 
except that there shall be excluded from gross income the excess of the 
amount received in the taxable year over an amount equal to 3 per 
centum of the aggregate premiums or consideration paid for such 
annuity (whether or not paid during such year), until the aggregate 
amount excluded from gross income under this title in respect to such 
annuity equals the aggregate premiums or consideration paid for such 
annuity. In the case of a transfer for a valuable consideration, by 
assignment or otherwise, of a life-insurance, endowment, or annuity 
contract, or any interest therein, only the actual value of such con- 
sideration and the amount of the premiums and other sums subse- 
quently paid by the transferee shall be exempt from taxation under 
subsection (1) or this subsection. This subsection and subsection 
2 (b) (1) of this title shall not apply with respect to so much of a 
payment under a life-insurance, endowment, or annuity contract, or 
any interest therein, as, under section 3 (a) (10) of this title, is 
includible in the gross income of the recipient. 

(B) Emp.oyees’ annuities.—If an annuity contract is purchased 
by an employer for an employee under a plan with respect to which 
the employer’s contribution is deductible under subsection 3 (a) (11) 
of this title, the employee shall include in his income the amounts 
received under such contract for the year received except that if the 
employee paid any of the consideration for the annuity, the annuity 
shall be included in his income as provided in subsection 2 (b) (2) 
(A) of this title, the consideration for such annuity being considered 
the amount contributed by the employee. In all other cases, if the 
employee’s rights under the contract are nonforfeitable except for 
failure to pay future premiums, the amount contributed by the 
employee. In all other cases, if the employee’s rights under the con- 
tract are nonforfeitable except for failure to pay future premiums, 
the amount contributed by the employer for such annuity contract 
on and after such rights become nonforfeitable shall be included in the 
income of the employee in the year in which the amount is contributed, 
which amount together with any amounts contributed by the employee 
shall constitute the consideration paid for the annuity contract in 
determining the amount of the annuity required to be included in the 
income of the employee under subsection 2 (b) (2) (A) of this title. 
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(3) GIFTS, BEQUESTS, AND DEVISES.—The value of property acquired 
by gift, devise, or inheritance (but the income from such property shall 
be included in gross income). 

(4) TAX-FREE INTEREST.—Interest upon (a) the obligations of a 
State, Territory of the United States, or any political subdivision 
thereof, or the District of Columbia; and (b) obligations of the United 
States, its agencies, or instrumentalities. 

(5) COMPENSATION FOR INJURIES OR SICKNESS.—Amounts received, 
through accident or health insurance or under workmen’s compensa- 
tion or employer’s liability acts, or by way of damages for personal 
injuries, whether by suit or agreement. 

(6) IN THE CASE OF MINISTERS.—The rental value of a one 
house and appurtenances thereof furnished to a minister of the gosp 
as part of his compensation. 

(7) INcoME EXEMPT UNDER TREATY.—Income of any kind to the 
extent required by any treaty obligation of the United States. 

(8) INCOME OF FOREIGN GOVERNMENTS. 

[(9) PAYMENTS MADE UNDER LAWS RELATING TO VETERANS.—Pay- 
ments of benefits made to or on account of a beneficiary under any of 
the laws relating to veterans. ] 

(9) PAYMENTS TO VETERANS AND oTrHERS.—(A) Payments, under 
any of the laws relating to veterans, of benefits made to or on account of a 
beneficiary, to the extent such payments are not subject to taxation under 
the Internal Revenue Code of 1954. 

(B) Amounts received as a pension, annuity, or similar allowance for 
personal injuries or sickness resulting from active service in the armed 
Jorces of any country or in the Coast and Geodetic Survey or the Public 
Health Service to the extent such amounts are excluded from gross income 
under section 104 (a) (4) of the Internal Revenue Code of 1954. 

(10) INCOME FROM UNINCORPORATED BUSINESS.—lIn the case of any 

erson entitled to a share in the net income of any unincorporated 
Coane subject to tax under the provisions of title VIII of this article, 
an amount equal to the proportionate share of such person in such part 
of such net income as is in excess of the exemption provided in section 
4 of said title VIII: Provided, however, That such part so excluded from 
the gross income of such person shall be reported by and taxed against 
the Seenoepetanen business under the provisions of title VIII of this 
article. 

(11) Caprrat Gatns.—Gains from the sale or exchange of any 
capital asset as defined in this article. 

(12) Personau services.—If at least 80 per centum of the total 
compensation for personal services covering a period of thirty-six 
calendar months or more (from the beginning to the completion of 
such services) is received or accrued in one taxable year by an indi- 
vidual or a partnership, the tax attributable to any part thereof 
which is included in the gross income of any individual shall not be 
precios than the aggregate of the taxes attributable to such part had it 

een included in the gross income of such individual ratably over 
that pans of the period which precedes the date of such receipt or 
accrual. 

(13) Income derived from the sale of tangible personal property to 
the United States by corporations and unincorporated businesses 
having their principal places of business located outside the District, 
which property is delivered from places outside the District for use 
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outside the District: Provided, however, That the taxpayer shall 
furnish to the Assessor a statement in writing of the amount of gross 
sales so made and, if required by the Assessor, a list of the names of 
the agencies of the United States through which such property was 
sold 

(14) Dues and initiation fees in the case of any club organized and 
operated exclusively for pleasure and recreation, no part of the net 
earnings of which inures to the benefit of any private individual or 
shareholder. As used in this subsection, the word “dues” means 
only sums paid or incurred by members on a monthly, quarterly, 
annual, or other periodic basis for the privilege of being members of 
such club and any pro rata assessment made against the members as 
such; the word ‘‘dues” does not include any sums paid or incurred 
by members or their guests for food, beverages, or other tangible 
personal property purchased or for the use of the club’s social, athletic, 
sporting, and other facilities; and the term “initiation fees” includes 
any payment, contribution, or loan, required as a condition precedent 
to membership, whether or not any such payment, contribution, or 
loan is evidenced by a certificate of interest or indebtedness. 

(c) ApjJusTED GRoss INcoME.—The words “adjusted gross income” 
as used in this article means gross income less deductions allowed 
under section 3 (a) of this title: Provided, however, That such de- 
ductions were directly incurred in carrying on a trade or business: 
And provided further, That in determining adjusted gross income, no 
deductions shall be allowed for charitable contributions, alimony 
payments, medical and dental expenses, an optional standard deduc- 
tion, losses of property not connected with trade or business, or for 
an allowance for salaries or compensation for personal services of the 
person or persons liable for the tax. 





(D. C. Code 47-1557 (h) (a) (13), 70 Stat. 69) 


[(13) opTIONAL STANDARD DEDUCTION.—In lieu of the foregoing 
deductions, any resident may elect to deduct for the taxable year an 
optional standard deduction of 10 per centum of the adjusted gross 
income or $500, whichever is lesser; in the case of joint returns filed 
by husband and wife, living together, the standard deduction of each 
shall be 10 per centum of the adjusted gross income of each or $500 
for each, whichever is lesser; in case of separate returns by husband 
and wife, living together, the standard deduction of each shall be 10 
per centum of the adjusted gross income or $500 for each, whichever is 
lesser. Such election shall be irrevocable for the taxable year for 
which such election is made and specific deductions may not be later 
used: Provided, That the option provided in this paragraph shall not 
be permitted on any return filed for any period less than a full calendar 
or a full fiscal year: Provided further, That in the case of husband and 
wife living together, the standard deduction shall not be allowed to 
either if the net income of one of the spouses is determined without 
regard to the standard deduction. ] 

(13) Oprion AL STANDARD DEDUCTION AND IRREVOCABLE ELECTION.— 
In lieu of the foregoing deductions, any resident may elect to deduct for 
the taxable year an optional standard deduction of 10 per centum of the 
adjusted gross income or $1,000, whichever is lesser; in the case of joint 
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returns filed by husband and wife living together, the combined standard 
deduction shall be limited to 10 per centum of the adjusted gross income of 
both, or $1,000, whichever is lesser; in the case of separate returns by 
husband and wife living together, the standard deduction of each spouse 
shall be limited to 10 per centum of the adjusted gross income of that 
spouse or $500, whichever is lesser, but the standard deduction shall be 
allowed to neither of the net income of one of the spouses is determined by 
itemizing the deductions. The option provided wm this paragraph shall 
not be permitted on any return filed for any period less than a full calendar 
or full fiscal year. 

“The election to claim the optional standard deduction, or to itemize 
deductions, shall be irrevocable for the taxable year for which the election is 
made. 





(D. C. Code 47—1567 (b), 61 Stat. 344, 70 Stat. 70) 


Sec. 3. Imposition and rates of tax. 

There is hereby annually levied and imposed for each taxable year 
upon the taxable income of every resident a tax at the following rates: 

Two and one-half per centum on the first $5,000 of taxable income. 

Three per centum on the next $5,000 of taxable income. 

Three and one-half per centum on the next $5,000 of taxable income. 

Four per centum on the next $5,000 of taxable income. 

Four and one-half per centum on the next $5,000 of taxable income. 

Five per centum on the taxable income in excess of $25,000. 

Sec. 4. (a) OprionaL Metruop or Computation.—In lieu of the 
method of computation prescribed by section 3 of this title, a resident 
reporting on a cash basis for any full calendar year who does not claim 
credit for taxes paid by him to any State or Territory of the United 
States or political subdivision thereof under the provisions of section 
5 of this title on the whole or any part of his income for such calendar 
year and, if his gross income for such calendar year is [$10,000] 
$5,000 or less, and is derived solely from salaries, wages, dividends, 
and interest, may elect to pay the tax in accordance with a table to be 
included in regulations. 

(b) In applying such table, to determine whether the taxpayer is 
entitled to the personal exemption of $1,000 or $2,000, his status on 
the last day of his taxable year, as defined in this article, shall control. 

(c) An individual not living with husband or wife on the last day 
of the taxable year for the purpose of +his article, shall be considered 
as a single person. 

(d) The election given by this section as to the computation of 
tax due shall be considered to have been made if the taxpayer files the 
return prescribed for such computation and such election shall be 
final and irrevocable. 

(e) If the taxpayer for any taxable year has filed a return com- 
puting his tax without regard to this section, he may not thereafter 
elect for such year to compute his tax under this section. 

(f) This section shall not apply to any fiduciary or to any married 
resident living with husband or wife at any time during the taxable 
year whose spouse files a return and computes the tax without regard 
to this section or section 3 (a) (13) of title III of article I, as amended. 

(g) If a husband and wife living together file separate returns, 
each shall be treated as a single person for the purposes of this section. 


23004°—58_ S&S. Rept., 85-1, vol. 42 
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(D. C. Code 47-1208, 68 Stat. 112) 


The following personal property shall be exempt from taxation. 

First. The personal property of all library, benevolent, charitable, 
and scientific institutions incorporated under the laws of the United 
States or of the District of Columbia and not conducted for private 

ain. 
. Second. Libraries of nonprofit organizations and household belong- 
ings located in any dwelling house or other place of abode, or in stor- 
age, and boats [(to the extent of the first $1,000 of their value) ], not 
held for sale or rent and not held for use or used in any trade or busi- 
ness. For the purposes of this section, the words “household belong- 
ings” shall include all libraries, schoolbooks, wearing apparel, family 
portraits, pictures, furniture, furnishings, rugs, silverware, china, 
glassware, musical instruments, radios, television sets, refrigerators, 
food, photographic equipment, bicycles, tools, clocks, watches, jewelry 
and other articles of personal adornment, and other tangible personal 

roperty (excluding automobiles and other motor vehicles) ordinarily 
Kept and used or held for use by the occupant of any dwelling house 
or other place of abode for the ordinary purposes of life. For the 
purposes of this section, the words “trade or business” shall include 
the engaging in or carrying on of any trade, business, profession, voca- 
tion, calling, rental of property, commercial activity, and any other 
activity carried on or engaged in for livelihood or profit. 

Third. [Repealed] 

Fourth. [Repealed] 

Fifth. Any motor vehicle or trailer registered in accordance with 
the provisions of sections 40-101 to 40-105, and not comprising any 
part of the stock in trade of a merchant: Provided, That any motor 
vichicle or trailer comprising all or part of the stock in trade of any 
merchant shall continue to be taxed as provided by law: Provided 
further, That special equipment mounted on a motor vehicle or trailer 
and not used primarily for the transportation of persons or property 
shall be taxed as tangible personal property as provided by law. 





(D. C. Code 47-1591 (b) 61 Stat. 357, 63 Stat. 133, 70 Stat. 79) 


Sec. 1. (a) Requrrement.—No corporation or unincorporated 
business, except such corporations or unincorporated businesses as are 
expressly exempt under the provisions of title II of this article, shall 
engage in or carry on any trade or business in the District without a 
license so to do issued under this article in addition to all other licenses 
and permits required by law, except as hereinafter provided. For 
the first calendar year to which this article is applicable, no license 
shall be required of any corporation licensed under the provisions 
of the Act of July 26, 1939, as amended. Every corporation not so 
licensed and every unincorporated business shall obtain such license 
within sixty days after the approval of this Act. Every corporation 
or unincorporated business which commences to engage in or carry 
on any trade or business in the District after the passage of this Act 
shall obtain a license under this article within sixty days after the 
date of the commencement of such trade or business in the District. 
Applications for licenses shall be filed with the Assessor prior to 
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January 1 of each year upon forms prescribed and furnished by the 
Assessor, and each application shall be accompanied by a fee a $10. 
[(b) Trapvz, Business, on ProressionaL License.—Every person, 
other than a corporation, who as an individual, sole proprietor, part- 
ner, associate, or joint venturer shall engage in or conduct a trade, 
business, or profession, other than that of registered nurse or practical 
nurse, in the District of Columbia which is excluded from the imposi- 
tion of the District of Columbia tax on unircorporated businesses 
under the definition set forth in section 1 of titi. UI of this article, 
shall apply for and obtain an annual revenue:.«:ase. Applications 
for licenses shall be filed with the Assessor prior to December Ist of 
each year for licenses for the succeeding calendar year upon forms 
rescribed and furnished by the Assessor, and each application shall 
o accompanied by a fee of $25. The first calendar year to which this 
annual revenue license shall be applicable is 1957. Every such person 
who commences to engage in or conduct a trade, business, or profes- 
sion, other than that of registered nurse or practical nurse, which is 
excluded from the imposition of the District of Columbia tax on unin- 
corporated businesses under the definition set forth in section 1 of title 
VIII of this article, on or after January 1, 1957, shall obtain such a 
license within sixty days after the date of commencement of such 
trade, business, or profession in the District of Columbia. ] 

(6b) Trape, Business, or Proresstonat License.—Every person, 
other than a corporation, who, as an individual, sole proprietor, partner, 
associate, or joint venturer shall, in the District of Columbia, engage in or 
conduct a trade, business, or profession which is excluded from the imposi- 
tion of the District of Columbia tax on unincorporated businesses under 
the definition set forth in section 1 of title VIII of this article, shall file 
with the Assessor prior to December 1st of the calendar year 1957 and 
prior to December 1st of each calendar year thereafter, an application for 
a trade, business, or professional license, accompanied by a license fee of 
$25, which license, upon issuance, shall entitle such person to engage in or 
conduct a trade, business, or profession in the District of Columbia during 
the next ensuing calendar year: Provided, That no license shall be required 
under this subsection to be obtained by any individual or sole proprietor 
engaging in or conducting a trade, business or profession in the District 
of Columbia whose annual gross receipts from such trade, business, or 
profession in the District of Columbia were, during the prior calendar 
year, less than $5,000, and no partner, associate, or joint venturer shall be 
required to obtain a license where the annual gross receipts of the partner- 
ship, association, or joint venture in the District of Columbia were, during 
the prior calendar year, less than $5,000, and provided further that every 
person who, during any calendar year, commences as an individual, sole 
proprietor, partner, associate, or joint venturer, to engage in or conduct a 
trade, business, or profession in the District of Columbia without having 
so engaged in the prior calendar year, shall, within fifteen days after the 
date in said commencement year on which such trade, business, or profes- 
sion attains gross receipts of $5,000, make application to the Assessor, 
accompanied by a license fee of $25, for the license required by this sub- 
section for the calendar year during which the trade, business, or profession 
was commenced, and any person who, during the prior calendar year, 
although engaged in a trade, business or profession, did not attain gross 
receipts of $5,000, shall, within fifteen days after the date within the 
calendar year on which such trade, business, or profession attains gross 
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receipts of $5,000, make application to the Assessor, accompanied by a 
license fee of $25, for the license required by this subsection for the cal- 
endar year during which such trade, business, or profession, attained gross 
receipts of $5,000. 

No license shall be required of any registered nurse or practical nurse 
for the purpose of engaging in or conducting a trade, business, or pro- 
fession of registered nurse or practical nurse in the District of Columbia, 
and no license shall be required of any person licensed under chapterII 
section 26, of the “Life Insurance Act’’, apenas June 19, 1984 (48 
Stat. 1125, ch. 672; sec. 35-425, D. C. Code, 1951), for the purpose of 
acting within the District of Columbia for any life-nsurance company 
as a general agent, agent, or solicitor in the solicitation or procurement of 

applications | for insurance, and no officer or employee of the Government 
of the U Inited States, or the government of the District of C ‘olumbia, and no 
individual in private or public employment who is compensated for 
services performed by him as an employee for his employer shall, for such 
employment, be required to obtain a license and, in the case of a partner- 
ship, association, or joint venture, no license shall. be required of any 
partner, associate, or joint venture who does not himself engage in or 
conduct the trade, business, or professional activities of the partnership, 
association, or joint venturer in the District of Columbia. 

The license required to be obtained under the provisions of this sub- 
section shall be in addition to all other licenses, fees and permits required 
by law. 


O 
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AMENDING THE DISTRICT OF COLUMBIA BUSINESS 
CORPORATION ACT 


Aucust 16, 1957.—Ordered to be printed 





Mr. Crark, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany S. 2438] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 2438) to amend the District of Columbia Business Corpora- 
tion Act, after full consideration, report favorably thereon. with 
amendments and recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 3, line 19, strike the words “the Act” and insert in lieu thereof 
“said Act’’. 

Page 3, line 22, strike the period immediately after the word 
“incorporation” and insert the following: 


and strike “by the Commissioners” and insert in lieu thereof 
‘with the Commissioners’’ 
Page ©, strike section 30 and insert in lieu thereof the following: 
Sec. 30. Section 121 (ce) (2) of said Act is amended by 
striking ‘‘(b)”’ and inserting in lieu thereof ‘‘(c)”. Section 
121 (c) (3) of said Act is amended by striking “an agree- 
ment’? wherever it appears and inserting in lieu thereof 
“articles”; by striking “(b)” and inserting in lieu thercof 
’ (v)’’; by striking ‘‘shares such’’, and inserting in lieu thereof 
“shares of such’’; and by striking “constituent corporation” 
and inserting in lieu thereof “constituent corporations’’. 
Page 14, line 15, strike the word ‘provision’ and insert in lieu 
thereof ‘provisions’. 
Page 17, line 7, strike the word “Commissioner” and insert in lieu 
thereof ““Commissioners”’. 
Page 18, after line 24, insert a new section as follows: 
“Src. 36. This Act shall take effect on the thirtieth day 
after its approval.” 
86006 
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The purpose of this bill is to amend the District of Columbia Busi- 
ness Corporation Act, approved June 8, 1954, and effective 180 days 
after the date of approval (Public Law 389, 83d Cong.). S. 2438 is 
designed primarily to correct purely typographical errors, errors in 
nomenclature, and to eliminate the need to record with the Recorder 
of Deeds copies of corporate documents which are filed with the 
Superintendent of Corporations. 

Peneeen law requires the recordation in two offices of duplicate 
original papers incident to the incorporation of companies and other 
matters pertaining to corporations. ‘These papers must be recorded 
in the office of the Superintendent of Corporations, as well as in the 
office of the Recorder of Deeds. This requirement for duplicate 
recording would be eliminated by this bill. 

The bill clarifies provisions of existing law relating to reincorpora- 
tion and incorporation of existing companies. Under the bill com- 
panies incorporated under the general incorporation laws of the District 
of Columbia prior to the enactment of the act approved June 8, 1954, 
may be “reincorporated’”’ under the new act and companies created 
by special acts of Congress may be “‘incorporated”’ under the new act. 

Another purpose of the bill is to clarify the provisions in the act 
pertaining to the waiving of notices of meetings of directors and 
stockholders. 

While it is estimated that upon the enactment of this legislation, 
there will be a loss of revenue of $6,000 annually, there will be a 
savings in an indefinite amount representing costs for personnel who 
a the function of duplicate recording, which would be eliminated 

y the bill. 

The bill has the approval of the District of Columbia Bar Associa- 
tion, the Recorder of Deeds, the Superintendent of Corporations, 
and the District Commissioners. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


Pusuic Law 389, 83p ConGress (68 Stat. 177) 


DEALING IN REAL ESTATE AS CORPORATE PURPOSE 


Suc. 6. A corporation having among its purposes, as set forth in its 
articles of incorporation, that of acquiring, owning, using, conveying, 
and otherwise disposing of and dealing in real property or any interest 
therein, shall have power and authority so to do without limitation. 


DEFENSE OF ULTRA VIRES 


Src. 7. No act of a corporation and no conveyance or transfer of 
real or personal property to or by a corporation shall be invalid by 
reason of the fact that the corporation was without capacity or power 
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to do such act or to make or receive such conveyance or transfer, but 
such lack of capacity or power may be asserted— 


(a) in a proceeding by a shareholder against the corporation 
to enjoin the doing of any act or acts or the transfer of real or 
personal property by or to the corporation. If the [authorized] 
acts or transfer sought to be enjoined are being, or are to be, per- 
formed or made pursuant to any contract to which the corporation 
is a party, the court may, if all of the parties to the contract are 
parties to the proceeding and if it deems the same to be equitable, 
set aside and enjoin the performance of such contract, and in so 
doing may allow to the corporation or to the other parties to the 
contract, as the case may be, compensation for the loss or damage 
sustained by either of them which may result from the action of 
the court in setting aside and enjoining the performance cf such 
contract, but anticipated profits to be derived from the perform- 
ance of the contract shall not be awarded by the court as a loss or 
damage sustained ; 

(b) in a proceeding by the corporation, whether acting directly 
or through a receiver, trustee, or other legal representative, or 
through shareholders in a representative suit, against the incum- 
bent or former officers or directors of the corporation; 

(c) in a proceeding by the Commissioners, as provided in this 
Act, to dissolve the corporation, or in a proceeding by the Com- 
missioners to enjoin the corporation from the transaction of un- 
authorized business. 

RESERVED NAME 


Src. 9. (a) The exclusive right to the use of a corporate name 
may be reserved by— 

(1) any person intending to organize a corporation under this 
Act or any other Act for the organization of a corporation under 
the laws of the District of Columbia; 

(2) any corporation organized under this Act proposing to 
change its name; 

(3) any corporation organized under any law other than this 
Act proposing to reincorporate or incorporate under this Act; 

(4) any foreign corporation intending to make application for 
a certificate of authority to transact business in the District of 
Columbia; 

(5) any foreign corporation authorized to transact business in 
the District of Columbia and intending to change its name; 

(6) any person intending to organize a foreign corporation and 
intending to have such corporation make application for a certifi- 
cate of authority to transact business in the District of Columbia. 

(b) The reservation shall be made by filing with the Commissioners 
an application to reserve a specified corporate name, executed by the 
applicant. If the Commissioners find that the name is available for 
corporate use, they shall reserve the same for the exclusive use of the 
applicant for a period of sixty days. 

(c) The right to the exclusive use of a specified corporate name so 
reserved may be transferred to any other person or corporation by 
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filing with the Commissioners a notice of such transfer, executed by 
the applicant for whom the name was reserved, and specifying the 
name and address of the transferee. 


CHANGE OF REGISTERED OFFICE OR REGISTERED AGENT 


Src. 11. (a) A corporation may change its registered office or 
change its registered agent, or both, by filing with the Commissioners 
a statement setting forth— 

(1) the name of the corporation; 

(2) the address, including street and number, if any, of its 
then registered office; 

(3) if the address of its registered office be changed, the 
address, including street and number, if any, to which the regis- 
tered office is to be changed; 

(4) the name of its then registered agent; 

(5) if its registered agent be changed, the name of its successor 
registered agent; 

(6) that the address of its registered office and the address of 
the business office of its registered agent as changed, will be 
identical; and 

(7) that such change was authorized by resolution duly adopted 
by its board of directors or was authorized by an officer of the 
corporation duly empowered to make such change. 

(b) Such statement shall be executed in duplicate by the corporation 
by its president or a vice president, and verified by him, and the corpo- 
rate seal shall be thereto affixed, attested by its secretary or an assist- 
ant secretary, and delivered to the Commissioners. If the Commis- 
sioners find that such statement conforms to the provisions of this Act, 
they shall [file such statement. ]: 

(1) endorse on each of such duplicate originals the word “Filed”, 
and the month, day, and year of the filing thereof; 

(2) file one of such duplicate originals in their office; 

(3) return the other duplicate original to the corporation or its 
representative. 

(c) The change of address of the registered office, or the change of 
registered agent, or both, as the case may be, shall become effective 
upon the filing of such statement by the Commissioners. 


ISSUANCE OF SHARES OF PREFERRED OR SPECIAL CLASSES IN SERIES 


Sec. 14. (a) If the articles of incorporation so provide, the shares of 
any preferred or special class may be divided into and issued in series. 
If the shares of any such class are to be issued in series, then each 
series shall be so designated as to distinguish the shares thereof from 
the shares of all other series and classes. Any or all of the series 
of any such class and the variations in the relative rights and prefer- 
ences as between different series may be fixed and determined by the 
articles of incorporation. Provided, That all shares of the same class 
shall be identical except as to the following relative rights and pref- 
erences, in respect of any or all of which there may be variations 
between the different series: 

(1) The rate of dividend. 
(2) The price at and the terms and conditions on which shares 
may be redeemed. 
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(3) The amount payable upon shares in event of involuntary 
liquidation. 

(4) The amount payable upon shares in event of voluntary 
liquidation. 

(5) Sinking-fund provisions for the redemption or purchase 
of shares. 

(6) The terms and conditions on which shares may be con- 
verted, if the shares of any series are issued with the privilege 
of conversion. 

(b) If the articles of incorporation shall expressly vest authority 
in the board of directors, then, to the extent that the articles of 
incorporation shall not have established series and fixed and deter- 
mined the variations in the relative rights and preferences as between 
series, the board of directors shall have authority to divide any or 
all of such classes into series and, within the limitations set forth 
in this section, fix and determine the relative rights and preferences 
of the shares of any series so established: Provided, That such author- 
ity of the board of directors shall be subject to such further limita- 
tions, if any, as are stated in the articles of incorporation and shall 
always be subject to the limitation that the board of directors shall 
not create a sinking fund in respect of any series unless provision 
for a sinking fund at least as beneficial to all issued and outstanding 
shares of the same class shall either then exist or be at the same time 
created. 

(c) In order for the board of directors to establish a series, where 
authority so to do is contained in the articles of incorporation, the 
board of directors shall adopt a resolution setting forth the designa- 
tion of the series and fixing and determining the relative rights and 
preferences thereof, or so much thereof as shall not be fixed and deter- 
mined by the articles of incorporation. 

(d) Prior to the issue of any shares of a series established by 
resolution adopted by the board of directors, the corporation shall file 
with the Commissioners a statement setting forth— 

(1) the name of the corporation; 

(2) a copy of the resolution establishing and designating the 
series, and fixing and determining the relative rights and pref- 
erences thereof; — 

(3) the date of adoption of such resolution; 

(4) that such resolution was duly adopted by the board of 
directors. 

(e) Such statement shall be executed in duplicate by the corporation 
by its president or a vice president, and verified by him, and the cor- 
porate seal shall be thereto affixed, attested by its secretary or an 
assistant secretary, and shall be delivered to the Commissioners. If 
the Commissioners find that such statement conforms to law, they 
shall, when all franchise taxes, fees, and charges have been paid as 
in this Act prescribed— 

(1) endorse on each of such duplicate originals the word 
“Filed’’, and the month, day, and year of the filing thereof; 

(2) file one of such duplicate originals in their office[.]; 

(3) return the other duplicate original to the corporation or is 
representative. 

[(f) The duplicate original shall be filed for record in the office of 
the Recorder of Deeds. J 








6 AMENDING D. C. BUSINESS CORPORATION ACT 


£(g)] () Upon the filing of such statement by the Commissioners 
the resolution establishing and designating the series and fixing an 
determining the relative rights and preferences thereof shall become 
effective. 
CERTIFICATES REPRESENTING SHARES 


Sec. 20. (a) The shares of a corporation shall be represented by 
certificates signed by the president or a vice president and the secre- 
tary or an assistant secretary and sealed with the seal of the corpora- 
tion. Such seal may be a facsimile. Where such a certificate is 
countersigned by a transfer agent other than the corporation itself 
or an employee of the corporation, or by a transfer clerk and registered 
by a registrar, the signatures of the president or vice president and 
the secretary or assistant secretary upon such certificate may be fac- 
similes. In case any officer who has signed or whose facsimile signa- 
ture has been placed upon such certificate shall have ceased to be such 
officer before such certificate is issued, it may be issued by the corpora- 
tion with the same effect as if such officer had not ceased to hold such 
office at the date of its issue. 

(b) Every certificate representing shares issued by a corporation 
which is authorized to issue shares the transferability of which is 
restricted or limited shall state upon the face or back thereof, in full 
or in the form of a summary, all of the limitations and restrictions 
upon the transferability thereof. 

(c) Every certificate representing shares issued by a corporation 
which is authorized to issue shares of more than one class shall state 
we the face or back thereof, in full or in the form of a summary, 
all of the designations, preferences, limitations, and relative rights 
of the shares of each class authorized to be issued, and, if the corpora- 
tion is authorized to issue any preferred or special class in series, the 
variations in the relative rights and preferences between the shares 
of each such series so far as the same have been fixed and determined 
and the authority of the board of directors to fix and determine the 
relative rights and preferences of subsequent series. 

(d) Each certificate representing shares shall also state— 

(1) that the corporation is organized under the laws of the 
District of Columbia; 

(2) the name of the person to whom issued; 

(3) the number and class of shares which such certificate 
represents; 

(4) the par value of each share represented by such certificate, 
or a statement that the shares are without par value. 

(e) No certificate shall be issued for any share until such share is 
fully paid. 

(f) As to corporations availing themselves of the provisions of section 
141 of this Act, the provisions of this section 20 shall be applicable only 
to the shares of such corporations issued subsequent to such reincorporation 
or incorporation. 


NOTICE OF SHAREHOLDERS’ MEETINGS 


Sec. 26. [Written] Except as provided in section 134 hereof, written 
or printed notice stating the place, day and hour of the meeting, and, 
in case of a special meeting, the purpose or purposes for which the 
meeting is called, shall be delivered not less than ten nor more than 
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fifty days before the date of the meeting, either personally or by 
mail, by or at the direction of the president, the secretary, or the 
officer or person calling the meeting, to each shareholder of record 
entitled to vote at such meeting. [If mailed, such notice shall be 
deemed to be delivered when deposited in the United States mail 
addressed to the shareholder at his address as it appears on the records 
of the corporation, with postage thereon brepaid:? 


NOTICE OF DIRECTORS’ MEETINGS 


Src. 39. [Meetings] Except as provided in section 134 hereof, meet- 
ings of the board of directors shall be held apes such notice as is 
prescribed in the bylaws. Attendance of a director at a meeting 
shall constitute a waiver of notice of such meeting, except where a 
director attends a meeting for the express purpose of objecting to the 
transaction of any business because the meeting is not lawfully called 
or convened. Neither the business to be transacted at, nor the 
purpose of, any regular or special meeting of the board of directors 
need be specified in the notice or waiver of notice of such meeting. 


FILING OF ARTICLES OF INCORPORATION 


Src. 48. (a) Duplicate originals of the articles of incorporation 
shall be delivered to the Commissioners. If the Commissioners find 
that the articles of incorporation conform to law, they shall, when al 
fees have been paid as in this Act prescribed— 

(1) endorse on each of such duplicate originals the word 
“Filed” and the month, day, and year of the filing thereof; 

(2) file one of such duplicate originals in their office: 

(3) issue a certificate of incorporation to which they shall affix 
the other duplicate original. 

(b) The certificate of incorporation, together with the duplicate 
original of the articles of incorporation affixed thereto by the Com- 
missioners, shall be [recorded by the Commissioners in the office of 
the Recorder of Deeds] delivered to the incorporators or their repre- 
sentative. 

RIGHT TO AMEND ARTICLES OF INCORPORATION 


Src. 52. A corporation may amend its articles of incorporation, 
from time to time, in any and as many respects as may be desired: 
Provided, That its articles of incorporation as amended contain only 
such provisions as might be lawfully contained in original articles of 
incorporation if made at the time of making such amendment, and, 
if a change in shares or the rights of shareholders, or an exchange, 
reclassification, or cancellation of shares or rights of shareholders is 
to be made, such provisions as may be necessary to effect such change, 
exchange, reclassification, or cancellation. 

In particular, and without limitation upon such general power of 
amendment, a corporation may amend its articles of incorporation, 
from time to time, so as: 

(a) To change its corporate name. 

(b) To change its period of duration. 

(c) To change, enlarge, or diminish its corporate purposes, 

(d) To increase or decrease the aggregate number of shares, or 
shares of any class, which the corporation has authority to issue. 
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(e) To increase or decrease the par value of the authorized shaves 
of any class having a par value, whether issued or unissued. 

(f) To exchange, classify, reclassify, or cancel all or any part of its 
shares, whether issued or unissued. 

(g) To change the designations of all or any part of its shares, 
whether issued or unissued, and to change the preferences, voting 
power, qualifications, limitations, restrictions, and the special or rela- 
tive rights in respect of all or any part of its shares, whether issued 
or unissued. 

(h) To divide any preferred or special class of shares, whether issued 
or unissued, into series and fix and determine the designations of such 
series and the variations in the relative rights and preferences as be- 
tween the shares of such series. 

(i) To authorize the board of directors to establish, out of author- 
ized but unissued shares, series of any preferred or special class of 
shares and fix and determine the relative rights and preferences of the 
shares of any series so established. 

(j) To authorize the board of directors to fix and determine the 
relative rights and preferences of the authorized but unissued shares 
of series theretofore established in respect of which either the relative 
rights and preferences have not been fixed and determined or the rela- 
tive rights and preferences theretofore fixed and determined are to 
be changed. 

(k) To revoke, diminish, or enlarge the authority of the board of 
directors to establish series out of authorized but unissued shares of 
any preferred or special class and fix and determine the relative rights 
and preferences of the shares of any series so established. 

(1) To change shares having a par value, whether issued or un- 
issued, into the same or a different number of shares without par value, 
and to change shares without par value, whether issued or unissued, 
into the same or a different number of shares having a par value. 

(m) To change the [share] shares of any class, whether issued or 
unissued, and whether with or without par value, into a different 
number of shares of the same class or into the same or a different num- 
ber of shares, either with or without par value, of other classes. 

(n) To create new classes of shares having rights and preferences 
either prior and superior or subordinate and inferior to the shares of 
any class then authorized, whether issued or unissued. 

(0) To limit, deny, or grant to shareholders of any class the pre- 
emptive right to subscribe for or acquire additional shares of the 
corporation, whether then or thereafter authorized. 


PROCEDURE TO AMEND ARTICLES OF INCORPORATION BEFORE ACCEPT- 
ANCE OF SUBSCRIPTIONS TO SHARES 


Sec. 53. Amendments to the articles of incorporation before any 
subscriptions to shares have been accepted by the board of directors 
shall be made in the following manner: 

(a) [Amendments to the articles of incorporation] Amended 
articles of incorporation modifying, changing, or altering the original 
articles of incorporation shall be signed by all of the living or competent 
incorporators who signed the original articles of incorporation, verified 
and filed in duplicate [by the Commissioners] with the Commissioners. 
Such amended articles of incorporation shall contain only such provi- 
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sions as might be lawfully contained in original articles of incorporation 
if made at the time of making such amended articles of incorporation. 

(b) Such amended articles of incorporation shall be delivered in 
duplicate original to the Commissioners. If the Commissioners find 
that such amended articles of incorporation conform to law, they 
shall, when all fees have been paid as in this Act prescribed— 

(1) endorse on each of such duplicate originals the word 
“Filed” and the month, day, and year of the filing thereof; 

(2) file one of such duplicate originals in their office; 

(3) [the other duplicate original shall be recorded in the office 
of the Recorder of Deeds] issue an amended certificate of incorpora- 
tion, to which they shall affix the other duplicate original. 

[(c) Upon the issuance of the amended articles of incorporation, 
the amended articles of incorporation shall become effective and shall 
take the place of the original articles of incorporation. ] 

(c) The amended certificate of incorporation with the duplicate original 
of the amended articles of incorporation affixed thereto shall be delivered 
to the corporation or its representatives. 

(d) Upon the wssuance of the amended certificate of incorporation, the 
amended articles of incorporation shall become effective and shall take 
the place of the original articles of incorporation. 


FILING OF ARTICLES OF AMENDMENT 


Sec. 57. (a) Duplicate originals of the articles of amendment shall 
be delivered to the Commissioners. If the Commissioners find that 
the articles of amendment conform to law, they shall, when all fees 
and taxes have been paid as in this Act prescribed 

(1) endorse on each of such duplicate originals the word 
“Filed” and the month, day, and year of the filing thereof; 

(2) file one of such duplicate originals in their office; 

(3) issue a certificate of amendment to which they shall affix 
the other duplicate original. 

(b) The certificate of amendment with the duplicate original of the 
articles of amendment affixed thereto shall be[recorded in the office of 
the Recorder of Deeds] delivered to the corporation or its representative. 





REDEMPTION AND CANCELLATION OF SHARES 


Suc. 59. (a) If the articles of incorporation provide that redeem- 
able shares redeemed, or purchased or otherwise acquired by the 
corporation, shall be canceled and shall not be er then, in the 
event of such cancellation of shares, the stated capital of the corpora- 
tion shall be deemed to be reduced by that part of the stated capital 
which was, at the time of such cancellation, represented by the shares 
so canceled. 

(hb) No redemption or purchase of redeemable shares shall be made 
which will reduce the remaining assets of the corporation below an 
amount sufficient to pay all debts and known liabilities of the corpora- 
tion as they mature, except such debts and liabilities as have been 
otherwise adequately provided for, or which will reduce the net assets 
below the aggregate amount payable to the holders of shares having 
prior or equal rights to the assets of the corporation upon dissolution. 
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(c) When redeemable shares of a corporation have been canceled 
pursuant to the provisions of the articles of incorporation, a state- 
ment shall be executed in duplicate by the corporation by its president 
or a vice president, and verified by him, and the corporate seal shall 
be thereto affixed, attested by the secretary or an assistant secretary, 
which statement shall set forth— 

(1) the name of the corporation; 

(2) the aggregate number of shares which the corporation had 
authority to issue, itemized by classes and series; 

(3) the number of shares canceled, itemized by classes and 
series ; 

(4) the number of shares which the corporation has authorit 
to issue, itemized by classes and series, after giving effect to ah 
cancellation ; 

(5) a statement of the aggregate number of issued shares item- 
ized by classes, par value of shares, shares without par value, and 
series, if any, within a class, after giving effect to the cancellation; 

(6) a statement, expressed in dollars, of the amount of the 
stated capital and the amount of paid-in surplus of the corporation 
after giving effect to such cancellation. 

(d) Such statement shall be delivered to the Commissioners. If the 
Commissioners find that such statement conforms to law, they shall— 

(1) endorse on each of such duplicate originals the word 
“Filed’’, and the month, day, and year of the filing thereof; 

(2) file one of such duplicate originals in their office[.]; 

(3) return the other duplicate original to the corporation or its 
representative. 

[(e) The duplicate original shall be recorded in the office of the 
Recorder of Deeds. ] 

[(f)] (e) The filing of such statement by the Commissioners shall 
operate as an amendment to the articles of incorporation and shall 
reduce the number of shares of the class so canceled which the cor- 
poration is authorized to issue by the number of shares so canceled. 

[(g)] (f) Nothing contained in this section shall be construed to 
forbid a reduction of authorized shares or a reduction of stated 
capital in any other manner permitted by this Act. 


CANCELLATION OF REACQUIRED SHARES 


Src. 60. (a) A corporation may at any time, by resolution of its 
board of directors, cancel all or any part of the shares of the corpora- 
tion of any class reacquired by it through redemption, purchase, or 
otherwise, and in the event of such cancellation a statement of cancel- 
lation shall be filed as provided in this section. When any reacquired 
shares have been canceled by resolution of the board of directors, a 
statement shall be executed in duplicate by the corporation by its 
president or a vice president, and verified by him, and the corporate 
seal shall be thereto affixed, attested by the secretary or assistant sec- 
retary, which statement shall set forth— 

(1) the name of the corporation; 

(2) the aggregate number of shares which the corporation has 
authority to issue, itemized by classes, par value of shares, shares 
without par value, and series, if any, within a class; 
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(3) the aggregate number of issued shares, itemized by classes, 
par value of shares, shares without par value, and series, if any, 
within a class before giving effect to such cancellation; 

(4) the number of shares canceled, itemized by classes, par 
value of shares, shares without par value, and series, if any, 
within a class; 

(5) a statement that the shares so canceled were canceled by a 
resolution duly adopted by the board of directors; 

(6) the aggregate number of issued shares, itemized by classes, 
par value of shares, shares without par value, and series, if any, 
within a class, after giving effect to such cancellation; 

(7) a statement, expressed in dollars, of the amount of the 
stated capital and the amount of the paid-in surplus of the cor- 
poration before giving effect to such cancellation; 

(8) a statement, expressed in dollars, of the amount of the 
stated capital and the amount of the paid-in surplus of the cor- 
poration after giving effect to such cancellation. 

(b) Such statement shall be delivered to the Commissioners. If 
the Commissioners find that such statement conforms to law, they 
she ll— 

(1) endorse on each of such duplicate origins the word 
“Filed’’, and the month, day, and year of the filing thereof; 

(2) file one of such duplicate originals in their office; 

(3) [the other duplicate original shell be recorded in the office 
of the Recorder of Deeds] return the other duplicate original to 
the corporation or its representative. 

(c) Upon the filing of such statement by the Commissioners, the 
stated capital of the corporation shall be deemed to be reduced b 
that part of the stated capital which was, at the time of such cancel- 
lation, represented by the shares so canceled and the shares so canceled 
shall be deemed to be authorized but unissued shares. 

(d) Nothing contained in this section shall be construed to forbid a 
cancellation of shares or a reduction of stated capital in any other 
manner permitted by this Act. 


REDUCTION OF STATED CAPITAL IN CERTAIN CASES 


Sec. 61. (a) The reduction of the stated capital of a corporation 
where such reduction is not accompanied by an exchange, reclassifica- 
tion, or cancellation of shares, or by a reduction in the par value of 
issued shares, or by a reduction of the number of authorized shares 
of any class below the number of issued shares of that class, or by a 
redemption and cancellation of shares, may be made in the following 
manner: 

(1) The board of directors shall adopt a resolution setting forth 
the amount of the proposed reduction and the manner in which the 
reduction shall be effected, and directing that the question of such 
reduction be submitted to a vote at a meeting of shareholders, which 
may be either an annual or a special meeting. 

(2) Written or printed notice, stating that the purpose or one of 
the purposes of such meeting is to consider the question of reducing 
the stated capital of the corporation, shall be given to each share- 
holder of record entitled to vote within the time and in the manner 
——* in this Act for the giving of notice of meetings of share- 

olders. 








12 AMENDING D. C. BUSINESS CORPORATION ACT 


(3) At such meeting a vote of the shareholders entitled to vote shall 
be taken on the question of the proposed reduction of stated capital, 
which shall require for its adoption the affirmative vote of the holders 
of at least a majority of the outstanding shares entitled to vote. 

(b) When a reduction of the stated capital of a corporation has 
been approved as provided in this section, a statement shall be executed 


in duplicate by the corporation by its president or a vice president, and | 
verified by him, and the corporate seal shall be thereto affixed, at- | 


tested by the secretary or an assistant secretary, which statement 
shall set forth— 

(1) the name of the corporation; 

(2) a copy of the resolution of the shareholders approving such 
reduction ; 

(3) the total number of shares outstanding and the number 
of shares entitled to vote; 

(4) the number of shares voted for and against such reduction, 
respectively; 

(5) a statement of the manner in which such reduction is 
effected, and a statement, expressed in dollars, of the amount of 
stated capital and the amount of paid-in surplus of the corporation 
adjusted to give effect to such reduction. 

(c) Such statement shall be delivered to the Commissioners. If 
the Commissioners find that such statement conforms to law, they 
shall, when all fees have been paid as in this Act prescribed— 

(1) endorse on each of such duplicate originals the word 
“File” and the month, day, and year of the filing thereof; 

(2) file one of such duplicate originals in their office; 

(3) [the other duplicate original shall be recorded in the office 
of the Recorder of Deeds] return the other duplicate orginal to the 
corporation or its representative. 


ARTICLES OF MERGER OR CONSOLIDATION 


Src. 68. (a) Upon such approval, articles of merger or articles of 
consolidation shall be executed in duplicate by each corporation by its 
president: or a vice president, and verified by him, and the corporate 
seal of each corporation shall be thereto affixed, attested by its secre- 
tary or an assistant secretary, and shall set forth— 

(1) the plan of merger or the plan of consolidation; 

(2) as to each corporation, the number of shares outstanding, 
and if there are two or more classes of shares issued, the designa- 
tion of each such class and the number of shares thereof out- 
standing; 

(3) as to each corporation, the number of shares voted for and 
against such plan respectively, and, if there are two or more classes 
of shares issued the number of shares of each such class voted for 
and against such plan, respectively. 

(b) Such articles of merger or consolidation shall be delivered to the 
Commissioners. If the Commissioners find that such articles of 
merger or consolidation conform to law, they shall, when all fees have 
been paid as in this Act prescribed— 

(1) endorse on each of such duplicate originals the word 
“Filed’’:and the month, day, and year of the filing thereof; 

(2) file one of such duplicate originals in their office; 
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(3) issue a certificate of merger or certificate of consolidation 
to which they shall attach the other duplicate original. 

(c) The certificate of merger or certificate of consolidation, together 
with the duplicate original affixed thereto, shall be [recorded in the 
office of the Recorder of Deeds.] delivered to the surviving or new 
corporation, as the case may be, or us representative. 


MERGER OF PARENT CORPORATION AND WHOLLY OWNED SUBSIDIARY 


Src. 72. (a) Any corporation now or hereafter organized under the 
pene hereof or existing under the laws of the District of Colum- 
ia, for the purpose of carrying on any kind of business authorized 
by this Act, owning all of the stock of any other corporation now or 
hereafter organized hereunder or existing under the laws of the Dis- 
trict of Columbia, or now or hereafter organized under the laws of 
any other State of the United States of America, if the laws under 
which said other corporation is formed shall permit a merger as 
herein provided, may file, in duplicate original with the Commission- 
ers, a certificate of such ownership in its name and under its corpo- 
rate seal, signed by its president or a vice president, and its secretary 
or assistant secretary, and setting forth a copy of the resolution of 
its board of directors to merge such other corporation, and to assume 
all of its obligations and the date of the adoption thereof. If the 
Commissioners find that such certificate of ownership conforms to law, 
they shall, when all fees have been paid as in this Act prescribed— 
(1) endorse on each of such duplicate originals the word 
“Filed’’, and the month, day, and year of the filing thereof; 

(2) file one of such duplicate originals in their office; 

(3) issue a certificate of [ownership] merger to which they 
shall affix the other duplicate original. 

(b) [The certificate of merger or certificate of consolidation, to- 
gether with the duplicate original affixed thereto, shall be recorded in 
the office of the Recorder of Deeds.]_ The certificate of merger, together 
with the duplicate original affixed thereto, shall be delivered to the surviving 
corporation or its representative. 

(c) Upon the issuance of the certificate of [ownership] merger, the 
merger shall be effected and thereupon all of the estate, property, 
rights, privileges, and franchises of such other corporation shall vest in 
and be held and enjoyed by such parent corporation as fully and 
entirely and without change or diminution as the same were before 
held and enjoyed by such other corporation, and be managed and con- 
trolled by such parent corporation, and except as hereinafter in this 
section provided, in its name, but subject to all liabilities and obliga- 
tions of such other corporation and the rights of all creditors thereof. 
The parent corporation shall not thereby acquire power to engage in 
any business, or to exercise any right, privilege, or franchise, of a kind 
which it could not lawfully engage in or exercise under the provisions 
of the law or laws by or pursuant to which such parent corporation is 
organized, or operates in the District of Columbia. The parent cor- 
poration shall be deemed to have assumed all of the obligations and 
liabilities of the merged corporation and shall be liable in the same 
manner as if it had itself incurred such liabilities and obligations. 
The parent corporation may relinquish its corporate name and assume 
in lieu thereof the name of the merged corporation, by including it in 
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a provision to that effect in the resolution of merger adopted by the 
directors and set forth in the certificate of ownership, and upon the 
filing of such certificate the change of name shall be completed, with 
the same force and effect and subject to the same conditions and conse- 

uences as if such change had been accomplished by proceedings under 
the appropriate section of this Act. 


SALE, LEASE, EXCHANGE, OR MORTGAGE OF ASSETS IN USUAL AND 
REGULAR COURSE OF BUSINESS 


Sec. 74. The sale, lease, exchange, mortgage, pledge, or other dispo- 
sition of [less than] all, or [less than] substantially all, the property 
and assets of a corporation, when made in the usual and regular course 
of the business of the corporation, may be made upon such terms and 
conditions and for such considerations, which may consist in whole 
or in part, of money or property, real or personal, including shares of 
any other corporation, whether or not such other corporation be organ- 
ized under the provisions of this Act, as shall be authorized by its 
board of directors; and in such case no authorization or consent of 
the shareholders shall be required. 


SALE, LEASE, EXCHANGE, OR MORTGAGE OF ASSETS OTHER THAN IN 
USUAL AND REGULAR COURSE OF BUSINESS 


Src. 75. A sale, lease, exchange, mortgage, pledge, or other disposi- 
tion of all, or substantially all, the property and assets, with or without 
the good will, of a corporation, zf not made in the usual and regular 
course of its business, may be made upon such terms and conditions 
and for such consideration, which may consist, in whole or in part, of 
money or property, real or personal, including shares of any other 
corporation, whether or not such other corporation be organized under 
the provisions of this Act, as may be authorized in the following 
manner: 

(a) The board of directors shall adopt a resolution recommendin 
such sale, lease, exchange, mortgage, pledge, or other disposition oa 
directing the submission thereof to a vote at a meeting of shareholders, 
which may be either an annual or a special meeting. 

(b) Written or printed notice stating that the purpose, or one of 
the purposes, of such meeting is to consider the sale, lease, exchange, 
mortgage, pledge, or other disposition of all, or substantially all, the 

roperty and assets of the corporation shall be given to each share- 
older of record entitled to vote within the time and in the manner 
Pt wag by this act for the giving of notice of meetings of share- 
olders. 

(c) At such meetings the shareholders may authorize such sale, lease, 
exchange, mortgage, pledge, or other disposition and fix, or may au- 
thorize the board of directors to fix, any or all of the terms and condi- 
tions thereof and the consideration to be received by the corporation 
therefor. Such authorization shall require the affirmative vote of the 
holders of at least two-thirds of the outstanding shares entitled to vote, 
unless there are two or more classes of stock issued and outstanding 
and entitled to vote, in which event such authorization shall require the 
affirmative vote of the holders of at least two-thirds of the outstandin 
shares of each such class of shares issued and outstanding and entitl 
to vote. 
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(d) After such authorization by a vote of shareholders, the board 
of directors nevertheless, in its discretion, may abandon such sale, 
lease, exchange, mortgage, pledge, or other disposition of assets, sub- 
ject to the rights of third parties under any contracts relating thereto, 
without further action or approval by shareholders. 


VOLUNTARY DISSOLUTION OF CORPORATION BY ITS INCORPORATORS 


Sec. 76. A corporation which has not commenced business and 
which has not issued any shares may be voluntarily dissolved by its 
incorporators at any time within one year from the date of the issuance 
of its certificate of incorporation in the following manner: 

(a) Articles of dissolution shall be executed in duplicate by a 
majority of the incorporators, and verified by them, and shall set 
forth— 

(1) the name of the corporation; 

(2) the date of issuance of its certificate of incorporation; 

(3) that none of its shares have been issued; 

(4) that the corporation has not commenced business; 

(5) that the amount, if any, actually paid in on subscriptions 
to its shares, less any part thereof disbursed for necessary ex- 
penses, has been returned to those entitled thereto; 

(6) that no debts of the corporation remain unpaid; 

(7) that all the incorporators elect that the corporation be 
dissolved. 

(b) Duplicate originals of the articles of dissolution shall be 
delivered to the Commissioners. If the Commissioners find that the 
articles of dissolution conform to law, they shall, when all fees and 
charges have been paid as in this Act prescribed— 

(1) endorse on each of such duplicate originals the word 
“Filed’’, and the month, day, and year of the filing thereof; 

(2) file one of such duplicate originals in their office; 

(3) issue a certificate of dissolution to which they shall affix 
the other duplicate original. 

(c) The certificate of dissolution, together with the duplicate 
original affixed thereto, shall be [recorded in the office of the Recorder 
of Deeds] delivered to the incorporators or their representatives. 

(d) Upon the issuance of such certificate of dissolution the exist- 
ence of the corporation shall cease. 


FILING OF STATEMENTS OF INTENT TO DISSOLVE 


Sec. 79. Duplicate originals of the statement of intent to dissolve, 
whether by consent of shareholders or by act of the corporation, shall 
be delivered to the Commissioners. If the Commissioners find that 
such statement conforms to law, they shall, when all fees and charges 
have been paid as in this Act prescribed— 

(a) Endorse on each of such duplicate originals the word ‘‘Filed” 
and the month, day, and year of the filing thereof. 

(b) File one of such duplicate originals in their office. 

(c) [The other duplicate original shall be recorded in the office of 
the Recorder of Deeds.] Return the other duplicate original to the cor- 
poration or its representative. 











16 AMENDING D. C. BUSINESS CORPORATION ACT 


FILING OF STATEMENT OF REVOCATION OF VOLUNTARY DISSOLUTION 
PROCEEDINGS 


Sec. 84. Duplicate originals of the statement of revocation of volun- 
tary dissolution proceedings, whether by consent of shareholders or 
by act of the corporation, shall be delivered to the Commissioners. If 
the Commissioners find that such statement conforms to law, they 
shall, when all fees have been paid as in this Act prescribed— 

(a) Endorse on each of such duplicate originals the word “Filed”, 
and the month, day, and year of the filing thereof. 

(b) File one of such duplicate originals in their office. 

(c) [The other duplicate original shal! be recorded in the office of 
the Recorder of Deeds.] Relurn the other duplicate original to the 
corporation or its representative. 


FILING OF ARTICLES OF DISSOLUTION 


Src. 87. (a) Duplicate originals of such articles of dissolution shall 
be delivered to the Commissioners. If the Commissioners find that 
such articles of dissolution conform to law, they shall, when all fees 
have been paid as in this Act prescribed— 

(1) endorse on each such duplicate original the word “Filed’’, 
and the month, day, and year of the filing thereof; 

(2) file one of such duplicate originals in their office; 

(3) issue a certificate of dissolution, to which they shall affix 
the other duplicate original. 

(b) The certificate of dissolution, together with the duplicate origi- 
nal of the articles of dissolution affixed thereto, shall be F evordedl in 
the office of the Recorder of Deeds] returned to the representative of the 
dissolved corporation. 


FILING OF DOCUMENTS ON APPLICATION FOR CERTIFICATE OF AUTHORITY 


Sec. 104. (a) There shall be delivered to the Commissioners (1) 
duplicate originals of the application of the corporation for a cer- 
tificate of authority, and (2) a copy of its articles of incorporation 
and all amendments thereto, duly certified by the proper officer of the 
State wherein it is incorporated. 

(b) If, according to law, a certificate of authority to transact busi- 
ness in the District should be issued to such corporation, the Commis- 
sioners shalJl, when all fees and charges have been paid as in this Act 
prescribed— 

(1) endorse on each of such documents the word ‘‘Filed’’, and 
the month, day, and year of the filing thereof; 

(2) file in their office one of such duplicate originals of the 
application and the copy of the articles of incorporation and 
ainendments thereto; 

(3) issue a certificate of authority to transact business in the 
District, to which they shall affix the other duplicate original 
application. 

(c) The certificate of authority with the duplicate original of the 
application affixed thereto by the Commissioners shall be [recorded in 
the office of the Recorder of Deeds] delivered to the corporation or tts 
representative. 
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CHANGE OF REGISTERED OFFICE OR REGISTERED AGENT OF FOREIGN 
CORPORATION 


Src. 107. (a) A foreign corporation may from time to time change 
the address of its registered office. A foreign corporation shall change 
its registered agent if the office of registered agent shall become vacant 
for any reason, or if its registered agent becomes disqualified or 
incapacitated to act, or if it revokes the appointment of its registered 
agent. 

*(b) A foreign corporation may change the address of its registered 
office or change its registered agent, or both, by filing with the Com- 
missioners a statement setting forth— 

(1) the name of the corporation; 

(2) the address, including street and number, if any, of its 
then registered office; 

(3) if the address of its registered office be changed, the address 
including street and number, if any, to which the registered office 
is to be changed; 

(4) the name of its then registered agent; 

(5) if its registered agent be changed, the name of its successor 
registered agent; 

(6) that the address of its registered office and the address of 
the business office of its registered agent, as changed, will be 
identical; 

(7) that such change was authorized by resolution duly 
adopted by the board of directors or was authorized by an 
officer of the corporation duly empowered to make such change. 

(c) Such statement shall be executed in duplicate by the corpora- 
tion by its president or a vice president, and verified by him, and the 
corporate seal shall be thereto affixed, attested by its secretary or an 
assistant secretary, and shall be delivered to the Commissioners. If 
the Commissioners find that such statement conforms to the pro- 
visions of this Act, they shall— 

(1) endorse on each of such duplicate originals the word 
“Filed”, and the month, day, and year of the filing thereof; 

(2) file one of such duplicate originals in their office; 

(3) [the other duplicate original shall be recorded in the office 
of the Recorder of Deeds] return the other duplicate original to the 
corporation or its representative. 

(d) The change of address of the registered office, or the change 
of registered agent, or both, as the case may be, shall become effective 
upon the filing of such statement by the Commissioners. 


SERVICE OF PROCESS ON FOREIGN CORPORATION 


Src. 108. (a) Service of process in any suit, action, or proceeding, 
or service of any notice or demand required or permitted by law to 
be served on a foreign corporation, may be made on such corporation 
by service thereof on the registered agent of such corporation. Serv- 
ice of any such process, notice, or demand upon a corporate agent, as 
such agent, may be had by delivering a copy of such process, notice, or 
demand to the president, vice president, the secretary, or an assistant 
secretary of such corporate agent. During any period within which 
& foreign corporation authorized to transact business in the District 
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shall fail to appoint or maintain in the District a registered agent, or 
whenever any such registered agent cannot with reasonable diligence 
be found at the registered office in the District of such corporation, or 
whenever the certificate of authority of any foreign corporation shall 
be revoked, then and in every such case the Commissioners shall be an 
agent and representative of such foreign corporation upon whom any 
process, notice, or demand may be served. Service on the Commis- 
sioners of any such foreign corporation shall be made by delivering to 
and leaving with them, or with any clerk having haem of their 
office, duplicate copies of such process, notice, or demand. In the 
event any process, notice, or demand is served on the Commissioners, 
they shall immediately cause one of such copies to be forwarded by 
registered mail, addressed to such corporation at its principal office 
as the same appears in the records of the Commissioners. Any 
[services] sermce so had on the Commissioners shall be returnable in 
not less than thirty days: Promded, however, That, if a period of less 
than or greater than thirty days is prescribed by law or by rules of a 
court in the District or the rules or regulations of any agency of the 
United States or of the District, such prescribed period shall govern. 

(b) Nothing herein contained shall limit or affect the right to serve 
any process, notice, or demand required or permitted by law to be 
served upon a foreign corporation in any other manner now or here- 
after permitted by law. 

(c) The Commissioners shall keep a record of all processes, notices, 
and demands served upon them under this section, and shall record 
therein the time of such service and their action with reference thereto. 


WITHDRAWAL OF FOREIGN CORPORATION 


Sec. 113. (a) A foreign corporation authorized to transact business 
in the District may withdraw from the District upon procuring from 
the Commissioners a certificate of withdrawal. In order to procure 
such certificate of withdrawal, such foreign corporation shall file with 
the Commissioners an application for withdrawal. 

(b) The application for withdrawal shall set forth— 

(1) the name of the corporation and the State under the laws 
of which it is organized; 

(2) that it is not transacting business in the District; 

(3) that it surrenders its authority to transact business in the 
District; 

(4) that it revokes the authority of its registered agent in the 
District to accept service of process and consents that service of 
process in any suit, action, or proceeding based upon any cause of 
action arising in the District during the time it was authorized 
to transact business in the District may thereafter be made on 
such corporation by service thereof on the Commissioners; 

(5) a post-office address to which the Commissioners may mail 
a copy of any process against the corporation that may be served 
on [him] them; 

(6) such information as may be necessary or appropriate in 
order to enable the Commissioners to determine and assess any 
unpaid fees payable by such foreign corporation as in this Act 
prescribed. 

(c) The application for withdrawal shall be made on forms pre- 
scribed and furnished by the Commissioners and shall be executed 
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by the co oration by its president or a vice president, and verified by 
him, and the corporate seal shall be thereto affixed, attested by its sec- 
retary or an assistant secretary, or, if the corporation is in the hands of 
a receiver or trustee, the same shall be executed on behalf of the cor- 
poration by such receiver or trustee and verified by him. 


FILING OF APPLICATION FOR WITHDRAWAL 


Src. 114. (a) Duplicate originals of such application for withdrawal 
shall be delivered to the Commissioners. pon receipt thereof they 
shall examine the same, and, if they find that it conforms to the pro- 
visions of this Act, they shall, when all fees and charges have been 
paid as in this Act prescribed— f 

(1) endorse on each of such duplicate originals the word 
“Filed”, and the month, day, and year of the filing thereof; 

(2) file one of such duplicate originals in their office; 

(3) issue a certificate of withdrawal to which they shall affix 
the other duplicate original. 

(b) The certificate of withdrawal, together with the duplicate origi- 
nal of the application for withdrawal affixed thereto, shall be [recorded 
in the office of the Recorder of Deeds] delivered to the corporation 
or its representative. Upon the issuance of such certificate of with- 
drawal, the authority of the corporation to transact business in the 
District shall cease. 


REVOCATION OF CIURTIFICATE OF AUTHORITY 


Src. 115. (a) The certificate of authority of a foreign corporation to 
transact business in the District may be revoked by the Commissioners 
when they find that— 

[(a)] (1) The certificate of authority of the corporation was pro- 
cured through fraud practiced upon the District; or 

[(b)] (2) The corporation has continued to exceed or abuse the 
authority conferred upon it by this Act; or 

[(c)] (3) The corporation has failed for a period of ninety days to 
pay any fees, charges, or penalties prescribed by this Act; or 

[(d)] (4) The corporation has failed for ninety days to appoint and 
maintain a registered agent in the District; or 

[(e)] (6) The corporation has failed for thirty days after change of 
its registered office or registered agent to file with the Commissioners 
a statement of such change; or 

[(f)] (6) The corporation has failed to file its annual report as 
required by this Act; or 

[(g)] (7) The corporation for a period of two years has not trans- 
acted any business in the District; or 

[(h)] (8) The corporation has failed to file with the Commissioners 
a duly authenticated copy of each amendment to its articles of incor- 
poration within thirty days after such amendment becomes effective; 
or 

[(i)] (9) A misrepresentation has been made of any material matter 
in any application, report, affidavit, or other document submitted by 
such corporation pursuant to this Act [, in which event the Commis- 
sioners shall give not less than thirty days’ notice forwarded by reg- 
istered mail, addressed to such corporation at its principal office as 
the same appears in the records of the Commissioners or at its regis- 
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tered office in the District, of their intent to revoke the certificate of 
authority J. 

(6) No certificate of authority of a foreign corporation shall be revoked 
by the Commissioners unless (1) they shall have given the corporation 
not less than thirty days’ notice by mail, addressed to such corporation 
at its principal office as the some appears in the records of the Commis- 
stoners or at its registered office in the District, of their intent to revoke 
the certificate of authority, and (2) the corporation, prior to such revoca- 
tion and as the case may be, shall fail to submit satisfactory evidence that 
said certificate was not procured by such fraud, or that the corporation 
has not exceeded or abused such authority, or shall fail to pay such fees, 
charges or penalties, or to appoint a registered agent in the District, or 
to file the required statement of change of registered office or registered 
agent, or to file such annual report, or to file a statement showing that tt 
has transacted business in the District within a period of two years, or to 
file a copy of any such amendment to its articles of incorporation, or shall 
fail to submit satisfactory evidence that a misrepresentation of a material 
matter was not made in any such application, report, affidavit, or other 
document. 

ISSUANCE OR CERTIFICATE OF REVOCATION 


Sec. 116. (a) Upon revoking any such certificate of authority, the 
Commissioners shall— 

(1) issue a certificate of revocation in duplicate; 

(2) file one of such certificates in [his] their office; 

(3) mail to such corporation at its registered office in the Dis- 
trict a notice of such revocation together with the other such 
certificate. [The certificate of revocation, together with the 
duplicate original affixed thereto, shall be recorded in the office 
of the Recorder of Deeds.] 

(b) Upon the issuance of such certificate of revocation, the author- 
ity of the corporation to transact business in the District shall cease. 


FEES AND LICENSE TAXES, AND CHARGES 


Src. 121. (a) There are hereby imposed the following fees and 
charges: 
(1) fees for filing documents and issuing certificates; 
(2) license fees; 
(3) miscellaneous charges. 
(b) The Commissioners shall charge for— 
(1) filing articles of incorporation, $20; 
(2) filing amendment to articles of incorporation, $20; 
(3) filing articles of merger or consolidation, $20; 
(4) filing a statement of intent to dissolve, $5; 
(5) filing articles of reincorporation, $20; 
(6) filing articles of dissolution, $10; 
(7) filing statement of change of address of registered office or 
change of registered agent, or both, $1; 
(8) filing statement of the establishment of a series of shares, 
$5; 
(9) filing an application of a foreign corporation for certifi- 
cate of authority to transact business in the District and issuing 
a certificate of authority, $20; 
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(10) filing an application for reservation of a corporate name 
or for a renewal of reservation, $5; 

(11) filing notice of transfer of a reserved corporate name, $5; 

(12) filing an application of a foreign corporation for amended 
certificate of authority to transact business in the District and 
issuing an amended certificate of authority, $20; 

(13) filing a copy of amendment to the articles of incorpora- 
tion of a foreign corporation holding a certificate of authority to 
transact business in the District, $5; 

(14) filing a copy of articles of merger of a foreign corporation 
holding a certificate of authority to transact business in the Dis- 
trict, $20; 

(15) filing an application for withdrawal of a foreign corpora- 
tion and issuing a certificate of withdrawal, $5; 

(16) filing application for reinstatement of a domestic or for- 
eign corporation and issuing certificate of reinstatement, $50; 

(17) filing any other statement or report, except an annual 
report, of a domestic or foreign corporation, $1; 

(18) for indexing each document filed, except an annual report, 
of a domestic or a foreign corporation, $2; 

(19) for furnishing a certified copy of any document, instru- 
ment, report, or paper relating to a corporation, $5. 

(c) An initial license fee is hereby imposed as follows: 

(1) Every domestic corporation upon the filing of its articles of 
incorporation shall pay, in addition to any other fees and charges 
imposed by this Act, the sum of 2 cents for each authorized share of 
its capital stock up to and including ten thousand shares, and the sum 
of 1 cent for each additional authorized share up to and including 
fifty thousand shares, and the sum of one-half of 1 cent for each addi- 
tional authorized share in excess of fifty thousand shares: Provided, 
That in any case in which the articles of incorporation, of a domestic 
corporation authorizes par value shares having a par value per share 
other than $100 per share, then, in respect to such shares only, the 
aggregate par value of all of such shares shall be divided by the figure 
100 and the quotient so obtained shall be the number of shares for 
the purpose of the initial license tax as to such shares: And provided 
further, That in no case shall the initial license fee payable be less 
than $10. 

(2) Every domestic corporation upon the filing of any amendment 
of its articles of incorporation effecting an increase of its authorized 
capital stock, in addition to any other fees and charges imposed by 
this Act, a sum equal to the difference between the intial license fee 
computed at the rates provided in paragraph [(b)] (c) (1) of this 
section on the total of the authorized number of shares, including the 
proposed increase and the initial license fee so computed on the total 
of the authorized number of shares excluding said increase: Provided, 
That in no case shall the sum payable be less than $10. 

(3) Upon filing of [an agreement] articles of consolidation or [an 
agreement] articles of merger, if the corporation created in the case 
of [an agreement] articles of consolidation, or the corporation sur- 
viving in the case of [an agreement] articles of merger shall be a 
domestic corporation, then in addition to any other fees and charges 
imposed by this Act, a sum equal to the difference between the initial 
license fee computed at the rates provided in paragraph [(b)] (ec) (1) 
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of this section upon the total of the authorized number of shares of 
the corporation created by such consolidation or surviving in the case 
of a merger and the initial license fee so computed upon the aggregate 
amount of the total authorized number of [shares such] shares of 
such of the [constituent corporation] constituent corporations as are 
domestic corporations: Promded further, That in no case shall the 
sum payable as an initial license fee be less than $20. 

(d) Each foreign corporation authorized under the provisions of 
this Act to do business in the District shall pay an annual report fee 
of $10, which sum shall be paid at the time of the filing of the annual 
report required of such corporations under the provisions of this Act. 

(e) Each domestic corporation organized, incorporated, or rein- 
corporated under the provisions of this Act shall pay, at the rate here- 
inafter set out, an annual report fee based upon the amount of its 
total authorized capital stock on the 15th day of March immediately 
preceding the date on which such annual report is due to be filed. The 
annual report fee shall be paid at the time of filing the annual report 
required of such corporations under the provisions of this Act. The 
amount of the annual report fee shall be as follows: 

Where the total authorized capital stock does not exceed $25,000, 
$15; where the total authorized capital stock exceeds $25,000, but does 
not exceed $100,000, $25; where the total authorized capital stock 
exceeds $100,000, but does not exceed $300,000, $40; where the total 
authorized capital stock exceeds $300,000, but does not exceed $500,000, 
$70; where the total authorized capital stock exceeds $500,000, but does 
not exceed $1,000,000, $100; and a further sum of $50 for each $1,000,- 
000, or fraction thereof, in excess of $1,000,000. Shares without par 
value, for the purpose of ascertaining the amount of the annual report 
fee, but for no other purpose, shall be taken to be of the par value of 
$100 each. 

(f) In the case of a newly organized corporation, the amount of the 
annual report fee to be paid at the time of the filing of its first annual 
report shall be an amount at the rates provided in subsection (e) of this 
section prorated on a monthly basis for the period from the date its 
certificate of incorporation or reincorporation was filed with the Com- 
ee to the April 15 on which said first annual report is due to 

e filed. 

(g) If the annual report fee of any domestic corporation is unpaid 
on the April 15 on which the same is due, the annual report fee shall 
bear interest at the rate of 1 per centum per month until paid. 

(h) All taxes, fees, and charges provided for in this Act shall be 

aid to the Commissioners and deposited in the Treasury of the United 
tates to the credit of the District. 


PROCLAMATION OF REVOCATION 


Sec. 123. (a) On the second Monday in September of each year, the 

mmissioners shall issue a proclamation listing the names of all 
domestic corporations and all foreign corporations which have failed 
or refused to pay any annual report fee or fees or failed or refused to 
file any annual report as required by this Act for two consecutive years 
next preceding June 30 in the year in which such proclamation is issued 
and upon the issuance of such proclamation the articles of incorpora- 
tion or the certificate of authority, as the case may be, shall be void 
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and all powers thereunder inoperative without further proceedings of 
any kind. 

(b) The proclamation of the Commissioners shall be filed in their 
office and shall be published once during the month of September in 
each of two daily newspapers of general circulation in the District of 
Columbia. [A certified copy of the proclamation shall be transmitted 
to the Recorder of Deeds and he shall cause notation of the fact of 
revocation to be made upon the articles of incorporation of each 
domestic corporation listed in said proclamation.] 

(c) Upon publication of the proclamation of revocation as provided 
in this Act each domestic corporation listed in such proclamation shall 
be deemed to have been dissolved without further legal proceedings 
and each such corporation shall cease to carry on its business and shall 
proceed to collect its assets, convey and dispose of such of its properties 
as are not to be distributed in kind to its shareholders, pay, satisfy, and 
discharge its liabilities and obligations and do all other acts required 
to liquidate its business and affairs, and, after paying or adequately 
providing for the payment of all of its obligations, distribute the 
remainder of its assets, either in cash or in kind, among its shareholders 
according to their respective rights and interest, 

(d) All domestic corporations the articles of incorporation of 
which are revoked by proclamation or the term of existence of which 
expires by limitation set forth in its articles of incorporation shall 
nevertheless be continued for the term of three years from the date 
of such revocation or expiration bodies corporate for the purpose of 
prosecuting and defending suits by or against them, and of enabling 
them gradually to collect their assets, convey and dispose of such of 
their properties as are not to be distributed in kind to their share- 
holders, pay, satisfy, and discharge their liabilities and obligations 
and do all other acts required to liquidate their business and affairs, 
and, after paying or adequately providing for the payment of all its 
obligations, to distribute the remainder of their assets, either in cash 
or in kind among their shareholders according to their respective 
rights and interests, but not for the purpose of continuing the busi- 
ness for which such corporation shall have been organized: Provided, 
however, That with respect to any action, suit, or proceeding begun 
or commenced by or against a corporation prior to such revocation 
or expiration and with respect to any action, suit, or proceeding begun 
or commenced by or against such corporation within three years after 
the date of such revocation or expiration, such corporation shall only 
for the purpose of such actions, suits, or proceedings so begun or com- 
menced be continued bodies corporate beyond said three-year period 
and until any judgments, orders, or decrees therein shall be fully 
executed. 

EFFECT OF NONPAYMENT OF FEES 


Src. 130. (a) The Commissioners shall not file any articles, state- 
ments, certificates, reports, applications, notices, or other papers relat- 
ing to any corporation, domestic or foreign, organized under or sub- 
ject to the provisions of this Act, until all fees and charges provided 
to be paid in connection therewith shall have been paid to [him] them 
or while the corporation is in default in the payment of any fees, 
charges, or penalties herein provided to be paid op or assessed against 
it. 
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(b) No corporation required to pay a fee, charge, or penalty under 
this Act shall maintain in the District of Columbia any action at law 


or suit in equity until all such fees, charges, and penalties have been 
paid in full. 


[REINCORPORATION OR INCORPORATION OF EXISTING CORPORATIONS 


[Sxec. 141. Any corporation which is either— 

[(1) organized and existing under the laws of the District of 
Columbia on the date this Act takes effect and which is organized 
for profit and for a purpose or purposes authorized by this “Act; or 

[(2) created under the provisions of a special Act of Congress 
to transact business in the District of Columbia for profit and for 
purposes authorized by this Act; 

may avail itself of the provisions of this Act and may become rein- 
corporated or incorporated hereunder in the following alternative 
manner: 

FI. RemIncoRPORATION 


[(a) The board of directors shall adopt a resolution declaring it 
advisable in the judgment of the board that the corporation s hould be 
reincorporated aike the provisions of this Act and further setting 
forth the following statements for articles of incorporation under this 
Act: 

[(1) The name which the corporation elects to be reincorporated 
under and which shall contain the word “corporation’’, “company” 
“incorporated”, or “limited’’, or shall contain an abbreviation of one 
of said words. 

[(2) The designation of the address, including street and number, 
if any, of its registered office in the District of Columbia; and the 
name of its registered agent at such address. 

[(3) The purpose or purposes for which the corporation was organ- 
ized and which it will hereafter carry on. 

F(4) The aggregate number of shares which the corporation was 
authorized to issue and, if said shares were of one class only, the par 
value of such shares, or a statement that all were without par value, 
as the case may be; or if said shares were divided into classes, the 
number of shares of each class, if any, that have a par value and the 
par value of each share of eac h such class, and the number of shares 
of each class, if any, that are without par value. 

[(5) If the shares were divided into classes, the designation of each 
class and a statement of the preferences, qualifications, limitations, 
ae ictions, and the special or relative rights in respect of the shares of 
each class and whether the shares of any class have full, limited, or no 
voting power. 

{(6) The number of directors of the corporation. 

[(7) Any other provisions, not inconsistent with law, or this Act, 
for the regulation of the internal affairs of the corporation. 

[(8) That it elects to surrender its existing charter and to be rein- 
corporated under and subject to the provisions of this Act. 

[It shall not be necessary to set forth in the articles of reincorpora- 
tion any of the corporate powers enumerated in this Act. 

[(b) Written or printed notice setting forth the proposed articles 
of reincorporation or a summary thereof shall be given to each share- 
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holder of record within the time and in the manner provided in this 
Act for giving notice of meetings of shareholders. 

[(c) At such meeting a vote of the shareholders shall be taken on 
the proposed reincorporation and it shall be adopted upon receiving 
the affirmative vote of the holders of two-thirds of the outstanding 
shares unless two or more classes of shares are issued in which event 
it shall be adopted upon rOmTANE the affirmative vote of two-thirds of 
the outstanding shares of each class issued. 

[(d) Upon receiving such approval, articles of reincorporation shall 
be executed in duplicate by the corporation by its president or vice 
president, and verified by him, and the corporate seal shall be thereto 
affixed, attested by its secretary or an assistant secretary, and delivered 
to the Commissioners. 

[(e) If the Commissioners find that the articles of reincorporation 
conform to law, they shall, when all fees and charges have been paid 
as in this Act prescribed— 

[(1) endorse on each of such duplicate originals the word 
“Filed”, and the month, day, and year of the filing thereof; 

[(2) file one of such duplicate originals in their office; 

[(3) issue a certificate of reincorporation to which they shall 
attach the other duplicate original. 

[(f) The certificate of reincorporation, together with the duplicate 
original of the articles of reincorporation affixed thereto, shall be 
recorded in the office of the Recorder of Deeds. 


[ll. Incorporation 


(EFFECT OF FILING ARTICLES OF REINCORPORATION 


{(a) By filing with the Commissioners a copy of its charter, or 
articles of incorporation, then in effect, certified by the secretary of 
said corporation, together with a certificate executed on behalf of the 
corporation by the president or a vice president and the secretary or 
the assistant secretary setting forth the following: 

[(1) The name of the corporation, which shall contain the word 
“corporation’’, ‘“company’’, “incorporated’’, or “limited”’, or shall end 
with an abbreviation of one of said words. 

[(2) The designation of the address, including street and number, 
if any, of its registered office in the District of Columbia; and the 
name of its registered agent at such address. 

[(3) The purpose or purposes for which the corporation was 
organized and which it will hereafter carry on. 

[(4) The aggregate number of shares which the corporation was 
authorized to issue and, if said shares were of one class only, the par 
value of such shares, or a statement that all were without par value, 
as the case may be; or if said shares were divided into classes, the 
number of shares of each class, if any, that have a par value and the 
par value of each share of each such class, and the number of shares of 
each class, if any, that are without par value. 

[(5) If the shares were divided into classes, the designation of each 
class and a statement of the preferences, qualifications, limitations, 
restrictions, and the special or relative rights in respect of the:shares: 
of each class and whether the shares of any class have full, limited, or 
no voting power. 
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(6) The number of directors of the corporation. 

(7) Any other provisions, not inconsistent with law, or this Act, 
for the regulation of the internal affairs of the corporation. 

[lt shall not be necessary to set forth in such certificate any of the 
corporate powers enumerated in this Act. 

(b) A copy of a resolution of the board of directors certified to by 
the secretary of such corporation which shows that said board believes 
it advisable that the corporation should elect to avail itself of the pro- 
visions of this Act and become incorporated hereunder. 

[(c) A certificate of the secretary of such corporation to the effect 
that such action by the corporation has been ratified and approved 
by the affirmative vote of not less than a majority of the outstanding 
shares of capital stock of such corporation entitled to vote. 

[(d) If the Commissioners find that such papers conform to law, 
they shall accept them for filing in the same manner as herein pro- 
vided for the filing of articles of incorporation. ] 


I, REINCORPORATION 


Sec. 141. (a) Any corporation which is organized and existing under 
the laws of the District of Columbia on December 5, 1954, and which is 
organized for profit and for a purpose or purposes authorized by this Act 
may avail itself of the provisions of this Act and may become reincor- 
porated hereunder in the following manner: 

(1) The board of directors shall adopt a resolution declaring it advisable 
in the judgment of the board that the corporation should be reincorporated 
under the provisions of this Act, setting forth the proposed articles of 
reincorporation, and directing that such proposed reincorporation be 
submitted to a vote at a meeting of shareholders, which may be either an 
annual or a special meeting. 

(2) Written or printed notice setting forth the proposed articles of 
reincorporation or a summary thereof shall be given to each shareholder 
of record within the time and in the manner provided in this Act for the 
giving of notice of meetings of shareholders. 

(3) At such meeting a vote of the shareholders shall be taken on the 
proposed reincorporation; and it shall be adopted upon receiving the 
affirmative vote of the holders of two-thirds of the outstanding shares unless 
two or more classes of shares are issued, in which event it shall be adopted 
upon receiving the affirmative vote of two-thirds of the outstanding shares 
of each class issued. 

(b) Upon receiving such approval, the articles of reincorporation shall 
be executed in duplicate by the corporation by us president or a vice 
president, and verified by him, and the corporate seal shall be thereto 
affixed, attested by its secretary or an assistant secretary, and shall set 
torth— 

(1) the name (which may be different from its existing name) 
under which the corporation elects to be reincorporated and which 
shall be subject to the other provisions of this Act: 

(2) the address, ‘ncluding street and number if any, of its regis- 
tered agent in the District of Columbia, and the name of its registered 
office at such address; 

(3) the period of duration, which may be perpetual and which 
which may be different from its existing period of duration; 

(4) the purpose or purposes (which may be different from tts 
existing purposes) which it will hereafter carry on, and which shall 
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not include any purpose prohibited to a corporation organized under 
this Act; 

(5) the aggregate number of shares which the corporation was 
authorized to issue and, if said shares were of one 8 only, the 
par value of each of such shares, or a statement that all were with- 
out par value, as the case may be; or if said shares were divided into 
classes, the number of shares of each class and a statement of the 
par value of each share of each such class or that such shares were 
without par value; 

(6) if the shares were divided into classes, the designation of each 
class and a statement of the preferences, qualifications, limitations, 
restrictions, and the special or relative rights in respect of the shares 
of each class and whether the shares of any class have full, limited, 
or no voting power; 

(7) any other provision, not inconsistent with law or this Act 
(whether or not included in tts existing certificate of incorporation), 
for the regulation of the internal affaars of the corporation, includ- 
ang any provision which under this Act is required or permitted to 
be set forth in the bylaws: 

(8) the number of directors of the corporation, and a statement 
that the board of directors adopted a resolution declaring it advisable 
in the judgment of the board that the corporation should be rein- 
corporated under the provisions of this Act in the manner set forth 
in the articles of reincorporation; 

(9) a statement that the Corporation elects to surrender its existing 
charter and to be reincorporated under and subject to the provisions 
of this Act; 

(10) the aggregate number of shares outstanding of each class; and 

(11) the number of shares of each class voted for and against such 
reincor poration. 

(c) It shall not be necessary to set forth in the articles of reincorpora- 
tion any of the corporate powers enumerated in this Act. Whenever a 
provision of the articles of reincorporation is inconsistent with a bylaw, 
the provision of the articles of reincorporation shall be controlling. 

(2d) Duplicate originals of the articles of reincorporation shall be 
delivered to the Commissioners. If the Commissioners find that the 
articles of reincorporation conform to law, they shall, when all fees and 
charges have been paid as in this Act prescribed— 

(1) endorse on each of such duplicate originals the word “‘Filed’’ 
and the month, day, and year of the filing thereof; 

(2) file one of such duplicate originals in their office; 

(3) issue a certificate of reincorporation to which they shall affiz 
the other duplicate original; 

(4) deliver such certificate of reincorporation and other duplicate 
original to the corporation or its representative. 


II, INCORPORATION 


(a) Any corporation which is created under the provisions of a special 
Act of Congress to transact business in the District of Columbia for profit 
and for purposes authorized by this Act may avail itself of the provisions 
of this Act and may become incorporated hereunder in the following 
manner: 

_ (1) The board of directors shall adopt a resolution declaring it advisable 
an the judgment of the board that the corporation should elect to avail itself 











28 AMENDING D. C. BUSINESS CORPORATION ACT 


of the provisions of this Act and become incorporated hereunder, and 
directing that such proposed incorporation be submitted to a vote at a 
meeting of shareholders, which may be either an annual or a special 
meeting. 

(2) Written or printed notice of such proposed incorporation shall be 
given to each shareholder of record within the time and in the manner 
provided in this Act for the giving of notice of meetings of shareholders. 

(3) At such meeting a vote of the shareholders shall be taken on the 
proposed incorporation; and it shall be adopted upon receiving the affirma- 
tive vote of the holders of a majority of the outstanding shares, unless two or 
more classes of shares are issued in which event it shall be adopted upon 
receiving the affirmative vote of a majority of the outstanding shares of each 
class issued. 

(b) Upon such approval being given by the shareholders, a statement of 
incorporation shall be executed in duplicate by the corporation by its 
president or a vice president, and verified by him, and the corporate seal 
shall be thereto affixed, attested by its secretary or an assistant secretary, 
and shall set forth— 

(1) the name of the corporation, which shall contain the word 
“corporation,” “company,” “incorporated,” or “limited,” or shall 
end with an abbreviation of one of said words; 

(2) the address, including street and number, if any, of its registered 
office in the District of Columbia, and the name of its registered agent 
at such address; 

(3) the purpose or purposes for which the corporation was 
organized and which it will hereafter carry on; 

(4) the aggregate number of shares which the corporation was 
authorized to issue and, if said shares were of one class only, 
the par value of each of such shares, or a statement that all were 
without par value, as the case may be; or if said shares were 
divided into classes, the number of shares of each class and a 
statement of the par value of each share of each such class or 
that such shares were without par value; 

(5) if the shares were divided into classes, the designation of 
each class and a statement of the preferences, qualifications, 
limitations, restrictions, and the special or relative rights in 
respect of the shares of each class and whether the shares of any 
class have full, limited, or no voting power; 

(6) a statement that the corporation elects to avail itself of 
the provisions of this Act and become incorporated thereunder; 

(7) the number of directors of the corporation, and a state- 
ment that the board of directors adopted a resolution declaring 
it advisable in the judgment of the board that the corporation 
should elect to avail itself of the provisions of this Act and 
become incorporated hereunder; 

(8) the aggregate number of shares outstanding of each class; and 

(9) the number of shares of each class voted for and against such 
incorporation. 

(c) It shall not be necessary to set forth in the statement of incorpora- 
tion any of the corporate powers enumerated in this Act. 

(d) Duplicate originals of the statement of incorporation shall be 
delivered to the Commissioners, together with a copy of the corporation’s 
charter or articles or certificate of incorporation then in effect, certified by 
the secretary of the corporation. If the Commissioners find that the 
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statement of incorporation conforms to law, they shall, when all fees and 
charges have been paid as in this Act prescribed— 

(1) endorse on each of such duplicate originals the word “Filed” 
and the month, day, and year of the filing thereof; 

(2) file one of such duplicate originals in their office, together with 
said copy of the corporation’s charter or articles or certificate of 
incorporation as then in effect; 

(3) issue a certificate of incorporation to which they shall affiz the 
other duplicate originals; and 

(4) deliver such certificate of incorporation and other duplicate 
original to the corporation or its representative. 


[EFFECT OF FILING ARTICLES OF REINCORPORATION OR CERTIFICATES 
OF INCORPORATION J 


EFFECT OF ISSUANCE OF CERTIFICATE OF REINCORPORATION OR 
INCORPORATION 


Sec. 142. [Upon the issuance of articles of reincorporation or the 
certificate of incorporation by the Commissioners the existence of the 
corporation shall be continued under this Act.] Upon the issuance 
under section 141 of this Act of a certificate of reincorporation or of 
incorporation, as the case may be, by the Commissioners the existence of 
the corporation shall be continued under this Act, and such certificate 
shall be conclusive evidence that all conditions precedent required to be 
performed under section 141 of this Act hare been complied with and 
that the corporation has been reincorporated or incorporated under this 
Act, as the case may be, except as against the District of Columbia in a 
proceeding to cancel or revoke the certificate of reincorporation or of 
incorporation; and the corporation shall be entitled to and be possessed 
of all the privileges, franchises, and powers and subject to all the 
provisions of this Act as fully and to the same extent as if such cor- 
poration had been originally incorporated under this Act; and all 
privileges, franchises, and powers theretofore belonging to said 
corporation and all property, real, personal, and mixed, and all 
debts due on whatever account, and all choses in action, and all 
and every other interest of or belonging to or due such corporation 
shall be and the same are hereby ratified, approved, and confirmed 
and assured to such corporation with like effect and to all intents 
and purposes as if the same had been originally acquired through 
incorporation under this Act: Provided, however, That any corporation 
thus reincorporating or incorporating under the provisions of this 
Act shall be subject to all the contracts, debts, claims, duties, liabil- 
ities, and obligations of the corporations thus reincorporated or 
incorporated as if such reincorporation or incorporation had not 
taken place and neither the rights of creditors nor any liens upon 
the property of any such corporations shall be impaired by such 
reincorporation or incorporation. Such rcincorporated or incor- 
a corporation shall not be subject to the payment of the initial 
icense tax provided by this Act. 


TRANSFER OF DUTIES OF RECORDER OF DEEDS 


Src. 142. (a) Ail powers conferred and all duties imposed upon 
the Recorder of Deeds of the District of Columbia by any Act of 
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Congress in relation to the organization of corporations, the amend- 
ment of certificates of incorporation or charters of corporations, 
change in capital stock, change of name, reincorporation, dissolution, 
or other corporate action are on the effective date of this Act hereby 
transferred to, imposed upon, and shall be exercised or performed by 
the Commissioners; and wherever the words ‘Recorder of Deeds” 
or other words denoting that officer appear in any of the Acts of 
Congress relating to the organization of corporations under the laws 
of the District of Columbia, or to amendments to the certificate of 
incorporation or charter of any corporation organized and existing 
under any of such Acts, or to changes of name, changes of capital 
stock, reincorporation, dissolution, or other corporate action of any 
such corporation, whether such words relate to the powers and duties 
of such officer in relation to organization of corporations under any 
such Acts, or to any of the corporate acts herembefore enumerated 
or are used in connection with the imposition of obligations or duties 
or the conferring of rights or privileges upon corporations or other 
persons, such words shall be construed to mean the Commissioners, 
All fees and charges, except as hereinafter provided, now chargeable 
by the Recorder of Deeds for doing the work or performing the serv- 
ices hereby transferred to the Commissioners shall, after the effective 
date of this Act, be chargeable by the Commissioners. On and after 
the effective date of this Act all certificates of incorporation or char- 
ters for the organization of corporations under any Act of Congress 
authorizing the formation of corporations under the laws of the 
District of Columbia, or for the amendment of any such certificate 
of incorporation or charter, changes in capital stock, reincorporation, 
dissolution, or other corporate action under any such Act, shall be 
delivered to the Commissioners in duplicate original. If the Com- 
missioners find that any such document conforms to law, they shall, 
when all fees have been paid as prescribed by law— 

(1) endorse on each such duplicate original the word “Filed”, 
and the month, day, and year of the filing thereof; 

(2) file one of such indienne originals in their office; 

(3) [the other duplicate original shall be recorded in the office 
of the Recorder of Deeds] return the other duplicate original to 
the corporation or its representative. 

(b) The filing of such document in the office of the Commissioners 
shall have the same force and effect as the recordation [of] or lodging 
for recordation of certificates of incorporation and other corporate 
documents hereinbefore enumerated, formerly had in the office of the 
Recorder of Deeds. 

(c) Upon the effective date of this Act, the Commissioners shall 
take possession of all original books, papers, and records theretofore 
filed, recorded, used, or acquired by the Recorder of Deeds in the 
exercise of the powers and in the performance of the duties hereby 
transferred to the Commissioners, but nothing herein contained shall 
require the Recorder of Deeds to transfer any copies or transcripts 
= corporate papers that may constitute part of the records of his 
office. 


O 
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APPLICATION OF FAIR LABOR STANDARDS ACT IN 
CERTAIN OVERSEAS AREAS 


Avueust 16, 1957.—Ordered to be printed 


Mr. Kennepy, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


[To accompany H. R. 7458] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (H. R. 7458) to amend the Fair Labor Standards Act of 1938 
as amended, to restrict its application in certain overseas areas, and 
for other purposes, having considered the same, report favorabl 
thereon with amendments and recommend that the bill, as amended, 


do pass. 

the amendments are as follows: 

(1) (a) Starting on page 1, line 5, strike out everything through 
line 9, page 3, inclusive, and insert in lieu thereof the following: 


(1) Section 13 of such Act is amended by adding at the end 
thereof the following new subsection (f): 


(b) On page 3, line 10, strike out the letter “‘(g)” and insert in lieu 
thereof the letter ‘‘(f)’’. 

(2) On page 3, line 20, strike out the figure (3) and insert in lieu 
thereof the figure (2). 

(3) On page 4, line 4, strike out the letter (g) and insert in lieu 
thereof the letter (f). 

(4) On page 4, line 5, after the word “Guam”, insert a comma and 
the words “the Canal Zone’’. 

(5) On page 4, lines 7 to 9, strike out the words “or Territory under 
United States jurisdiction named in sections 6 (a) (3) and 6 (a) (4)” 
and insert in lieu thereof the words “named in section 6 (a) (3)’’. 

(6) On page 4, line 12, strike out the figure (4) and insert in lieu 
thereof the figure (3). 


86006 
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PURPOSES OF THE BILL 


The purposes of this bill are, first, to exclude from any possible 
coverage of the Fair Labor Standards Act work performed by employ- 
ees in a workplace within a foreign country (such as employees 
employed on overseas military bases and establishments or employed 
in an airline or steamship ticket office in a foreign port) by limiting 
the coverage of the act to employees who perform work within a 
State of the United States, the District of Columbia, Alaska, Hawaii, 
Puerto Rico, the Virgin Islands, outer Continental Shelf lands as 
defined in t’»e Outer Continental Shelf Lands Act (ch. 345, 67 Stat. 
462), American Samoa, Guam, Wake Island, and the Canal Zone. 
Second, to eliminate the possibility of retroactive liability under the 
act for work performed in the past on either the overseas bases or on 
Guam, Wake Island, or in the Canal Zone. 

1. Overseas bases.—Apart from the legal question of whether the 
act applies, in any given situation, to employees performing work in 
a workplace within a foreign country, the application of labor stand- 
ards, designed to apply to a United States economy, to overseas 
areas is usually inconsistent with local conditions of employment, the 
level of the local economy, the productivity and skills of the indige- 
nous workers, and is contrary to the best interests of the United 
States and the foreign areas. 

The full scope of the possible coverage of the Fair Labor Standards 
Act was not fully appreciated until the decision of the United States 
Supreme Court in the case of Vermilya-Brown Co., Inc. v. Connell 
(335 U.S. 377 (1948)). This case involved an action by certain em- 
ployees of American contractors engaged in the construction of a 
military base for the United States in an area in Bermuda leased by 
Great Britain to the United States, to recover overtime pay under the 
act. The Supreme Court held that the leased base area was a “‘Dos- 
session” of the United States within the meaning of the act and that it 
was the intent of the Congress in its use of the word “‘possession” to 
have the act apply to employer-employee relations on foreign territory 
under lease for military bases. It is clear that the principle that a 
United States leased base area in a foreign country is considered by 
the United States to be its “possession,” even if only for purposes of 
the Fair Labor Standards Act, tends to raise difficult questions of 
sovereignty and offends the political sensitivities of the foreign 
governments concerned. 

Aside from delicate questions of international relations possibly 
raised by the Vermilya-Brown decision, determination of the coverage 
of the act on overseas bases was rendered uncertain by the divergent 
scope of rights given to the United States under treaties and executive 
agreements with for eign governments, and also, by the difficulty of 
determining whether or when a particular w orker is en ngaged in com- 
merce or in the production of goods for commerce. Prolonged and 
costly litigation would probably be necessary to determine whether 
the act does or does not apply in a given area. This uncertainty of 
the coverage of the act, coupled with the retroactive financial liability 
that would follow should there be a future determination that the act 
applies in these areas, makes desirable and necessary legislation which 
settles the question as to the geographic limitation of the act’s 
application. 
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Testimony before this committee is convincing that native workers 
have been employed on overseas military bases under conditions 
satisfactory to the foreign governments and consistent with local 
economic conditions. To pay the minimum wage specified in the 
act would often give local laborers wages several times higher than 
they had earned before or that they could expect to earn after com- 
pletion of the defense contracts. Moreover, the payment of the 
minimum specified in the act may disturb the ie al economy by 
drawing workers away from vital tasks and by conceivably making 
recruitment of workers to these desirable jobs on the overseas bases 
a subject of local political interest. Payment of the minimum dollar 
an hour wage would create a privileged group within the foreign 
country and, in most of the countries where the United States is now 
engaged in the construction of military bases, the foreign govern- 
ments have often provided, in the defense base agreements, that local 
standards of employment shall govern. 

The defense contractor at an overseas base, while complying with 
local employment conditions, may be in violation of the Fair Labor 
Standards Act when wage payments are made at local rates and rec- 
ords are kept in a manner differing from those prescribed in the act. 
Such contractors could be liable for failure to pay overtime rates, 
underpayment of wages, plus an equal amount for liquidated damages, 
attorneys’ fees, and court costs. This possibility is a matter of great 
concern to the Department of Defense because it has underwritten 
its contractors against such a liability. 

The Department of Defense has or is engaged in defense work at 
overseas locations in the West Indies, Spain, Italy, Turkey, the 
Philippines, Japan, Okinawa, and in many other places, end the po- 
tential retroactive and prospective lia tbility of the United States, if 
the act were applied in these various areas throughout the world, 
is estimated to be almost one-half of $1 billion for the period ending 
June 30, 1959. 

The problem which this bill is designed to meet was made manifest 
during the hearings which the committee held this session with respect 
to extending the coverage of the Fair Labor Standards Act. The 
problem, in the committee’s opinion, requires immediate action for its 
solution and should and need not await the further consideration 
which the committee intends to undertake early in the next session 
concerning an expansion of the act’s coverage. 

It is the committee’s view that in fundamental purposes which 
the Fair Labor Standards Act is designed to serve will not be furthered 
by the application of the act to geographic areas within a foreign 
country. Accordingly, amendment of the act as contemplated by 
this bill is desirable so that the present policies of the United States 
with regard to the use of native workers in overseas locations may be 
continued and so that future negotiations with foreign governments 
in regard to defense bases can be carried on with some degree of 
certainty. 

2. Retroactive liability —Section 16 (d) of the act would be amended 
so as to grant relief from retroactive liability arising out of a failure to 
comply with the provision of the act with respect to work heretofore 
or hereafter performed on overseas bases or heretofore performed in 
Guam, Wake Island, or the Canal Zone. No change is made in the 
present law with respect to liability for work performed in American 
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Samoa prior to the establishment by the Secretary of Labor of a 
minimum wage rate applicable to such work. 

As indicated above, the potential liability of the United States, if the 
act were applied to defense work at overseas locations throughout the 
world, is estimated at almost one-half of $1 billion for the period 
ending June 30, 1959. This figure includes an estimated retroactive 
liability of $163 million. The retroactive liability relief afforded by 
this bill is similar to that provided last year by the American Samoa 
amendments to the act. 

It appears desirable to the committee that while there may be some 
dissatisfaction with regard to the retroactive liability feature of the 
bill, the granting of relief from retroactive liability is preferable to 
long drawn out and frustrating litigation involving foreign nations 
which can plague our relations with friendly nations for years to come. 
Moreover, if retroactive pay were made mandatory, it may turn loose 
large sums of money within a short period of time in foreign countries 
with an adverse inflationary effect. 


EXPLANATION OF THE AMENDMENTS 


H. R. 7458, as passed by the House, would provide administrative 
machinery in the Department of Labor whereby the Secretary of 
Labor would establish minimum wage rates which he found appro- 
priate for the Canal Zone or for particular work therein. The Secre- 
tary, moreover, would be authorized to provide reasonable tolerances 
and exemptions from the overtime provisions of the act. 

The various amendments proposed by this committee would elimi- 
nate the authority granted to the Secretary to establish in the Canal 
Zone any minimum wage other than that specified in the act and, 
also, to eliminate the authority granted to the Secretary to provide 
variations, tolerances, and exemptions from any or all of the overtime 
provisions of the act, insofar as work performed in the Canal Zone is 
concerned. 

Evidence submitted to the committee indicated that with respect 
to Guam or Wake Island serious questions are raised as to the neces- 
sity or e:ivisability of any legislation which would permit the payment 
of less than $1 an hour in covered employment. While there is some 
evidence to indicate that the average wage for private employment 
in the Canal Zone is below $1 an hour, the committee does not believe 
that the enforcement of the $1 rate would have an adverse effect on 
the local economy. 

Under treaty commitments with the Republic of Panama private 
commercial activities in the zone are restricted essentially to those 
having a direct relation to operation, maintenance, sanitation, or 
protection of the canal, with the result that there do not exist in the 
Canal Zone private enterprise activities on any scale that would give 
rise to the existence of industry therein, as that term is customarily 
understood and obviously used in the current act. While there does, 
of course, exist in the Canal Zone a limited measure of private com- 
mercial activity, the bulk of it is either construction or maintenance 
work for Government agencies. The few other commercial activities 
are so diverse in type and limited in scale as hardly to permit any of 
them to be classified as industry. 

The United States Government is by far the predominant employer 
in the area, with the Panama Canal Company and the Canal Zone 
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Government employing about 13,650 employees. About 7,000 are 
employees of the Army, Navy, and Air Force and nearly 1,200 are 
employees of post exchanges and similar quasi-government agencies. 
Government employment which is exempt from the application of the 
Fair Labor Standards Act covers more than 93 percent of the employ- 
ment in the Canal Zone. Of the remaining 7 percent (or about 1,650 
persons), only a fraction is subject to the act since the act applies 
only to those engaged in commerce or in the production of goods for 
commerce. 

It is generally agreed that relatively few Panamanian citizens 
benefit by the present coverage of the minimum wage. The con- 
tinued application of the $1 minimum can hardly be construed, 
therefore, as disrupting the economy of a nation of some 800,000 
inhabitants. On the other hand, United States citizens employed in 
the Canal Zone may be adversely affected by permitting the employ- 
ment of competing local labor at substandard rates of pay. 

Moreover, it is the committee’s view that the establishment of a 
minimum wage less than the present applicable minimum would be 
inconsistent with the agreement reached under the treaty ratified in 
1955 between the United States and the Republic of Panama that 
“the basic wage for any given grade level will be the same for any 
employee eligible for appointment to the position without regard to 
whether he is a citizen of the United States or the Republic of 
Panama.” The Republic of Panama has expressed the opinion to the 
committee that the minimum wage specified in the Fair Labor Stand- 
ards Act should continue to be applicable. It is, therefore, the 
opinion of this committee that it would be seriously prejudicial to our 
relations with the Republic of Panama to enact legislation which 
would permit the Secretary of Labor to establish a rate less than the 
present applicable minimum, 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Farr Lasor Stanparps Act oF 1938, as AMENDED 


* * * * * * * 
EXEMPTIONS 


Src. 13. (a) The provisions of sections 6 and 7 shall not apply with 
respect to (1) any employee employed in a bona fide executive, admin- 
istrative, sabiedsbiianl: or local retailing capacity, or in the capacity 
of outside salesman (as such terms are defined and delimited by regu- 
lations of the Secretary of Labor); or (2) any employee employed b 
any retail or service establishment, more than 50 per centum of which 
establishment’s annual dollar volume of sales of goods or services is 
made within the State in which the establishment is located. A 
“retail or service establishment” shall mean an establishment 75 per 
centum of whose annual dollar volume of sales of goods or services 
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(or of both) is not for resale a? is recognized as retail sales or services 
in the particular industry; or (3) any employee employed by any 
establishment engaged in hianditiie. ‘cleaning, or repairing clothing 
or fabrics, more than 50 per centum of which establishment’s annual 
dollar volume of sales of such services is made within the State in 
which the establishment is located: Provided, That 75 per centum of 
such establishment’s annual dollar volume of sales of such services is 
made to customers who are not engaged in a mining, manufacturing, 
transportation, or communications business; or (4) any employee 
employed by an establishment which qualifies as an exempt retail 
establishment under clause (2) of this subsection and is recognized as 
a retail establishment in the particular industry notwithstanding that 
such establishment makes or processes at the retail establishment the 
goods that it sells: Provided, That more than 85 per centum of such 
establishment’s annual! dollar volume of sales of goods so made or 
processed is made within the State in which the establishment is 
located; or (5) any employee employed in the catching, taking, har- 
vesting, cultivating, or farming of any kind of fish, shellfish, crustacea 
sponges, seaweeds, or other aquatic forms of animal and vegetable 
life, including the going to and returning from work and including 
employment in the loading, unloading, or packing of such products 
for shipment or in propagating, processing (other than canning), 
marketing, freezing, curing, storing, or distributing the above prod- 
ucts or byproducts thereof; or (6) any employee employed in agri- 
culture or in connection w ith the operation or maintenance of ditches, 
canals, reservoirs, or waterways, not owned or operated for profit, or 
opel rated on a share-crop basis, and which are used exclusively for 
supply and storing of water for agricultural purposes; or (7) any 
employee to the extent that such employee is exempted by regulations 
or orders of the Secretary issued under section 14; or (8) any employee 
employed in connection with the publication of any weekly, semi- 
weekly, or daily newspaper with a circulation of less than four thou- 
sand the major part of which circulation is within the county where 
printed and published or counties contiguous thereto; or (9) any 
employee of a street, suburban, or interurban electric railway, or local 
trolley or mOsere ue carrier, not included in other exemptions contained 
in this section; (10) any individual employed within the area of 
production (as defined by the Secretary), engaged in handling, pack- 
ing, storing, ginning, compressing, pasteurizing, drying, preparing in 
their raw or natural state, or canning of agricultural or horticultural 
commodities for market, or in making cheese or butter or other dairy 
products; or (11) any switchboard operator employed in a public 
telephone exchange which has not more than seven hundred and fifty 
stations; or (12) any employee of an employer engaged in the business 
of operating taxic abs; or (13) any employee or proprietor in a retail 
or service establishment as defined i in clause (2) of this subsection with 
respect to whom the provisions of sec eee 6 and 7 would not other- 
wise apply, engaged in handling telegraphic messages for the public 
under an agency or contract arrangement with a telegr aph company 
where the telegraph message revenue of such agency does not exceed 
$500 a month; or (14) any employee employ ed as a seaman; or (15) 
any employee. employed in planting or tending trees, cruising, sur- 
veying, or felling timber, or in preparing or transpor ting logs or other 
forestry products to the mill, processing plant, railroad, or other 
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transportation terminal, if the number of employees employed by his: 
employer in such forestry or lumbering operations does not exceed 
welve. 

’ (b) The provisions of section 7 shall not apply with respect to (1) 
any employee with respect to whom the Interstate Commerce Com- 
mission has power to establish qualifications and maximum hours of 
service pursuant to the provisions of section 204 of the Motor Carrier 
Act, 1935; or (2) any employee of an employer subject to the provisions 
of part I of the Interstate Commerce Act; or (3) any employee of a 
carrier by air subject to the provisions of title II of the Railway 
Labor Act; or (4) any employee employed in the canning of any kind 
of fish, shellfish, or other aquatic forms of animal or vegetable life, 
or any byproduct thereof; or (5) any individual employed as an outside 
buyer of poultry, eggs, cream, or milk, in their raw or natural state. 

(c) The provisions of section 12 relating to child labor shall not 
apply with respect to any employee employed in agriculture outside of 
school hours for the school district where such employee is living while 
he is so employed, or to any child employed as an actor or performer in 
motion pictures or theatrical productions, or in radio or television 
productions. 

(d) The provisions of sections 6, 7, and 12 shall not apply with 
respect to any employee engaged in the delivery of newspapers to the 
consumer. 

(e) The provisions of section 7 shall not apply with respect to 
employees for whom tbe Secretary of Labor is authorized to establish 
minimum wage rates as provided in section 6 (a) (3), except with 
respect to employees for whom such rates are in effect; and with 
respect to such employees the Secretary may make rules and regula- 
tions providing reasonable limitations and allowing reasonable varia- 
tions, tolerances, and exemptions to and from any or all of the 
provisions of section 7 if he shall find, after a public hearing on the 
matter, and taking into account the factors set forth in section 6 (a) (3), 
that economic conditions warrant such action. 

(f) The provisions of sections 6, 7, 11, and 12 shall not apply with 
respect to any employee whose services during the workweek are performed 
in a workplace within a foreign country or within territory under the 
jurisdiction of the United States other than the following: a State of the 
United States; the District of Columbia; Alaska; Hawaii; Puerto Rico; 
the Virgin Islands; outer Continental Shelf lands defined in the Outer 
Continental Shelf Lands Act (ch. 345, 67 Stat. 462); American Samoa; 
Guam; Wake Island; and the Canal Zone. 

* * K * * * * 


PENALTIES 
Src. 16. (a) * * * 


* * * * * * * 


(d) In any action or proceeding commenced prior to, on, or after 
the date of enactment of this subsection, no employer shall be subject 
to any liability or punishment under this Act or the Portal-to-Portal 
Act of 1947 on account of his failure to comply with any provision or 
provisions of such Acts (1) with respect to work heretofore or hereafter 
performed in a workplace to which the exemption in section 18 (f) is 
applicable, (2) with respect to work performed in Guam, the Canal Zone, 
or Wake Island before the effective date of this amendment of subsection 
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(d), or (3) with respect to work performed in a possession named in 
section 6 (a) (3) at any time prior to the establishment by the Secre- 
tary, as provided therein, of a minimum wage rate applicable to such 
work, 

INJUNCTION PROCEEDINGS 


Src. 17. The district courts, together with the District Court for 
the Territory of Alaska, the United States District Court for the Dis- 
trict of the Ca nal Zone, [and] the District Court of the Virgin Islands 
and the District Court of a shall have jurisdiction, for cause shown, 
to restrain violations of section 15: Provided, That no court shall have 
jurisdiction in any action brought by the Secretary of Labor to 
restrain such violations, to order the payment to employees of unpaid 
minimum wages or unpaid overtime compensation or an additional 
equal amount as liquidated damages in such action. 
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85TH CONGRESS SENATE { Reporr 
1st Session No. 988 
— 





AMENDING THE ACT OF MARCH 3, 1901, WITH RESPECT TO THE 
CITIZENSHIP AND RESIDENCE QUALIFICATIONS OF THE DIREC- 
TORS OR TRUSTEES OF CERTAIN COMPANIES IN THE DISTRICT 
OF COLUMBIA 





Aveust 16, 1957.—Ordered to be printed 


Mr. Bratt, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H. R. 7467] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 7467) to amend the act of March 3, 1901, with respect 
to the citizenship and residence qualifications of the directors or 
trustees of certain companies in the District of Columbia, after full 
consideration, report favorably thereon, without amendment, and 
recommend that the bill do pass. 

The purpose of this bill is to amend section 736 of the act entitled 
“An act to establish a code of law for the District of Columbia,” 
approved March 3, 1901 (D. C. Code, sec. 26-324), so as to provide 
that directors or trustees of trust, loan, mortgage, safe deposit, and 
title companies shall be citizens of the United States and at least 
two-thirds of them shall reside in the District of Columbia or within 
100 miles of the location of the principal office of the company. 
Existing law does not require that such directors or trustees shall be 
United States citizens, but it does require that at least one-half of 
them shall be residents and citizens of the District of Columbia. 

The committee was informed that this legislation was presented by 
the law and legislative committee of the District of Columbia Bankers 
Association at the request of the trust companies of the District of 
Columbia, because many eligible candidates for the office of directors 
have business offices in the District of Columbia, but reside in Mary- 
land or Virginia. Enactment of H. R. 7467 would conform District 
of Columbia law to the language in the National Banking Act, as 
amended April 27, 1956. 

This legislation has the approval of the Board of Commissioners of 
the District of Columbia. 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman): 


(31 Stat. 1308) 


Sec. 736. Numsper or Trustees.—The stock, property, and con- 
cerns of such company shall be managed by not less than nine nor 
more than thirty directors or trustees, who shall, respectively, be 
stockholders and citizens of the United States, and at least [one-half 
residents and citizens of the District of Columbia, ] two-thirds of whom 
shall reside in the District of Columbia or within one hundred miles of the 
location of the principal office of the company, and shall, except the first 
year, be annually elected by the stockholders at such time and place 
and after such published notice as shall be determined by the bylaws 
of the company, and said directors or trustees shall hold until their 
successors are elected and qualified. 


O 
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EXTENSION OF PERIOD WITHIN WHICH MINISTERS MAY ELECT 
SOCIAL SECURITY COVERAGE AS SELF-EMPLOYED INDIVIDUALS 
AND INCLUSION OF CERTAIN ITEMS OF INCOME BY MINISTERS 
FOR SOCIAL SECURITY PURPOSES 


Avavust 16, 1957.—Ordered to be printed 


Mr. Kerr, from the Committee on Finance, submitted the following 


REPORT 


[To accompany H. R. 8892] 


The Committee on Finance, to whom was referred the bill (H. R. 
8892) to amend the Internal Revenue Code of 1954 to extend the time 
within which a minister may elect coverage as a self-employed in- 
dividual for social security purposes, and for other purposes, having 
considered the same, report favorably thereon with amendments 
and recommend that the bill as amended do pass, 


GENERAL STATEMENT 


H. R. 8892 would amend the Internal Revenue Code of 1954 to 
extend for 2 years (in general, through April 15, 1959) the time within 
which ministers (including certain members of religious orders and 
Christian Science practitioners) may file waiver certificates to elect 
coverage under the old-age, survivors, and disability insurance program 
as self-employed persons. Each minister who files a waiver certificate 
during the extended period would be covered under old-age, survivors, 
and disability insurance for each year, beginning with his first taxable 
year ending after 1955, in which he had net earnings from self-employ- 
ment of $400 or more (some part of which is from the exercise of his 
ministry—for old-age, survivors, and disability insurance purposes 
these are all treated as earnings from self-employment). 

_ The bill would not change the deadline presently prescribed for the 
filing of waiver certificates when that deadline is later than the one 
provided in the bill, as in the case of a person who becomes a minister 
in the future or a minister who did not have (and will not have) net 
earnings from self-employment of $400 or more, some portion of which 
was from the exercise of the ministry, in two or more of the taxable 
years 1955, 1956, 1957, and 1958. However, it would amend the exist- 
ing provisions to make a waiver certificate filed after the extended 
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period provided in the bill effective with the taxable year preceding 
the one for which it was filed (assuming this preceding year meets the 
$400 earnings requirement). 

In addition the bill would provide, both for tax purposes under the 
Internal Revenue Code and benefit purposes under title II of the Social 
Security Act, for treatment as remuneration for employment, instead 
of as net earnings from self-employment, of remuneration paid in 1955 
and 1956 to ministers and erroneously reported as wages, in good 
faith, by certain nonprofit organizations (to the extent of the unre- 
funded social security taxes paid). 

Your committee has added an amendment to the bill as passed by 
the House, which would provide that a minister, in computing his 
earnings from his ministry for social security purposes (but not for 
income tax purposes), shall include the value of the meals and lodging 
furnished to him for the convenience of his employer, and the rental 
value of the parsonage furnished to him. 


EXPLANATION OF PROVISIONS 
General 


As a result of the Social Security Amendments of 1954, coverage 
under the old-age, survivors, and disability insurance program on an 
individual election basis was made available (effective for taxable 
years ending after 1954) to ministers performing services in the 
exercise of the ministry (as well as to certain members of religious 
orders in the exercise of duties required by such orders, and Christian 
Science practitioners). Under present law, a miniscer may obtain 
coverage under this program if he indicates his desire to be covered as 
a self-employed person by filing a certificate on or before the due date 
(April 15, 1957, in most cases) of the tax return for the second taxable 
year after 1954 in which he has net earnings from self-employment of 
$400 or more (some part of which is from services in the exercise of his 
ministry); unless such a certificate is filed by the due date of the 
return for the first of these 2 taxable years, coverage cannot be obtained 
for that year. He may not be covered as an employee with respect 
to services in the exercise of his ministry even though such services 
might otherwise be considered as in “employment.” 

Many ministers have failed to file certificates to elect coverage 
under the self-employment provisions within the time prescribed by 
law. It has become evident that a substantial number of these 
miniscers desire coverage, and that their failure to act was caused by 
lack of knowledge or misunderstanding of the provisions in existing 
law. Such misunderstanding has been particularly widespread among 
ministers employed by certain church-related, nonprofit organizations 
(such as colleges chartered by church denominations) who were under 
the erroneous impression that their services in the employ of these 
organizations were already covered under the old-age, survivors, 
and disability insurance program as employment. 

Your committee is much concerned that, under the provisions of 
present law, many of the ministers who, because of lack of knowledge 
or misunderstanding, have failed to file certificates electing coverage 
by April 15, 1957, can never gain the protection of the old-age, sur- 
vivors, and disability insurance program. Your committee believes 
that the present deadline for filing certificates should be extended so 
that these ministers will have a further opportunity to elect coverage 
under this program as self-employed persons. 
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Extension of time limit for filing of certificates and effective date of 
certificates filed during extended period 

H. R. 8892 would, in general, postpone for 2 years the present 
deadline for ministers to file certificates to elect coverage under the 
old-age, survivors, and disability insurance program as self-employed 
persons. It would also provide mandatory retroactive coverage for 
ministers who file such certificates during the proposed extended 
period. A minister who had failed to file a certificate prior to the 
enactment of the bill would, by filing a certificate after such enact- 
ment and prior to the due date of the return (including any extension 
thereof) for his second taxable year ending after 1956, obtain coverage 
under the programs’ self-employment provisions for each year begin- 
ning with his first taxable year ending after 1955 (assuming that all 
other conditions which the present law provides as requirements for 
such coverage are met). A minister who met the self-employment 
coverage requirements for his 1956 and 1957 taxable years and who, 
prior to enactment of the bill, filed a certificate which was effective 
only with respect to his 1957 taxable year, could, at his option, file 
a supplemental certificate during the proposed extended period to 
elect coverage for his 1956 taxable year. 

Your committee does not believe that it is necessary that a minister 
who exercises his option to elect coverage during the proposed ex- 
tended period be required to elect coverage for his 1955 taxable year. 

In 1954, when coverage under the program was made available to 
ministers, coverage for 1955 was necessary in order to minimize the 
adverse effect on old-age and survivors insurance protection that might 
result from late entry into coverage. As a result of the provisions 
enacted in 1956, however, a person who is covered in 1956 and subse- 
quent years will, in spite of his late entry into the old-age and survivors 
insurance program, generally be in as good a position relative to 
old-age and survivors insurance protection as that which a person 
newly covered in 1955 enjoyed as a result of the 1954 provisions. 
The bill contains a provision under which no interest or penalty shall 
be assessed or collected on self-employment taxes payable by such a 
minister with respect to years for which retroactive coverage is ob- 
tained if the minister pays these taxes before the end of the sixth month 
after the month in which he files his certificate electing coverage. 


Rental value of parsonages and certain noncash remuneration 

Your committee has added an amendment to the House-approved 
bill which would provide that a minister who elects or has elected 
coverage under old-age and survivors insurance shall, in determining 
his net earnings from self-employment, include the rental value of a 
parsonage (or allowance for the rental value of a parsonage) and the 
value of meals and lodging furnished to him for the convenience of 
the employer. This would apply both for determining the amount of 
the contributions to be collected (for social security purposes only) 
and eligibility for and amount of benefits to be paid. Under existing 
law, only the cash salary, fees, and honoraria are counted in deter- 
mining a minister’s earnings from his ministry for social security 
purposes, Your committee’s amendment would give recognition 
to the fact that noncash remuneration (value of parsonage, meals, and 
lodging) received by ministers may, in many instances, constitute 
significant portion of their total earnings. The amendment would 
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provide for the treatment of such remuneration of the ministers 
affected (who are actually employees) similar to the treatment pro- 
vided under old-age and survivors insurance for employees generally, 
Enactment of the provision would not affect the traditional tax- 
exempt status of such remuneration accorded ministers for income 
tax purposes. 

This provision of the bill would be effective with taxable years 
ending on or after December 31, 1957, except that, for purposes of the 
retirement test under old-age and survivors insurance, the provision 
would be effective with taxable years beginning after the month of 
enactment of the provision. 

Ministers erroneously treated as employees in 1955 and 1956 

H. R. 8892 also contains provisions to take account of the fact that 
certain ministers have been erroneously treated as employees by non- 
profit organizations (generally church-related organizations), and 
that the remuneration reported for them by these organizations does 
not, under present law, constitute remuneration for employment for 
purposes of the old-age, survivors, and disability insurance program. 
Under these provisions, such remuneration paid in 1955 and 1956 and 
erroneously reported by the employing organization will be deemed to 
constitute remuneration for employment “(and not net earnings from 
self-employment), both for purposes of the Internal Revenue Code 
and title II of the Social Security Act, provided the employer and 
employee social-security taxes have been paid (in good faith and upon 
the assumption that the insurance system established by title II of 
the Social Security Act had been extended to such services) with 
respect to such remuneration. These provisions would not, however, 
apply to the portion of such remuneration for which a refund or credit 
of the taxes has been obtained prior to the date of enactment of this 
bill. 


Effective date of election certificates filed after the proposed extended period 

H. R. 8892 would modify the provision of present law which governs 
the effective date of certificates filed by ministers (principally persons 
who become ministers in the future) who are eligible to elect coverage 
under the old-age, survivors, and disablity insurance program by 
filing certificates after the close of the proposed extended period. The 
effect of this modification would be to continue to give ministers the 
full 2 years in which to exercise the option to elect coverage, but with- 
out loss of coverage under the program for the first of these years. 
Under present law, as under the bill, a minister may file a certificate 
on or before the due date of the return for his second taxable year 
(after 1954) for which he has net earnings from self-employment of at 
least $400, some part of which was derived from service performed in 
the exercise of the ministry; but under present law, if the minister 
files such certificate after the due date of the return for his first such 
taxable year, the certificate can be effective only with respect to his 
second taxable year. The bill would provide that such a certificate 
filed after the due date of the return (including any extension thereof) 
for his second taxable year ending after 1956 would be effective for the 
taxable year immediately preceding the taxable year with respect 
to which it was filed and all succeeding taxable years. Of course, 
if in the preceding taxable year the $400 earnings test was not met— 
i, e., one or more taxable years elapsed after his first taxable year meet- 
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ing this earnings test and the second one—this new provision would 
have no eflect. Under this provision of the bill, interest would be 
assessed with respect to the delayed payment of taxes for the first 
taxable year and would be computed from the normal due date of the 
tax return for such year. 


Effective date for benefits 

Except for the provision relating to the rental value of parsonages 
and certain noncash remuneration, the provisions of the bill, insofar 
as they affect old- age, survivors, and disability insurance benefits, 
would be effective in the case of monthly insurance benefits for 
months after the month in which the bill is enacted, and, in the case 
of lump-sum death payments, where death occurs after the date of 
enactment of the bill. 

However, where the records of ministers affected by the provisions 
of the bill (relating to election of coverage) are already serving as a 
basis for monthly insurance benefits under the old-age, survivors, and 
disability insurance program, the bill provides for recomputation of 
the benefits to include earnings (up to the last computation date) 
which these prov isions of the bill make creditable under the program, 
but only upon the filing of an application for this purpose. 

Any increase in monthly insurance benefits resulting from such a 
recomputation could be effective retroactively for up to 12 months 
before the filing of the application, but not for months which began 
on or prior to the date of enactment of this bill. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


INTERNAL REVENUE CODE OF 1954 


SEC. 1402. DEFINITIONS. 

(a) Net Earnines From Se_r-EmMpitoyMent. The term “net earn- 
ings from self-employment” means the gross income derived by an 
individual from any trade or business carried on by such individual, 
less the deductions allowed by this subtitle which are attributable 
to such trade or business, plus his distributive share (whether or not 
distributed) of income or loss described in section 702 (a) (9) from 
any trade or business carried on by a partnership of which he is a 
member; except that in computing such gross income and deductions 
and such distributive share of partnership ordinary income or loss— 

* * * * * * x 


[(8) an individual who is— 

[(A) a duly ordained, commissioned, or licensed minister 
of a church or a member of a religious order; and 

[(B) a citizen of the United States performing service 
described in subsection (c) (4) as an employee of an Ameri- 
can employer (as defined in section 3121(h)) or as & minister 
in a foreign country who has a congregation which is com- 
posed predominantly of citizens of the United States, 
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shall compute his net earnings from self-employment derived 
from the performance of service described in subsection (c) (4) 
without regard to section 911 (relating to earned income from 
sources without the United States) and section 931 (relatin 
to income from sources within possessions of the United States). 

(8) an individual who is a duly ordained, commissioned, or 
licensed minister of a church or a member of a religious order shall 
compute his net earnings from self-employment derived from the 
performance of service described in subsection (c) (4) without regard 
to section 107 (relating to rental value of parsonages) and section 119 
(relating to meals and lodging furnished for the convenience of the 
employer) and, in addition, rf he is a citizen of the United States 
performing such service as an employee of an American employer 
(as defined in section 3121 (h)) or as a minister in a foreign country 
who has a congregation which is composed predominantly of citizens 
of the United States, without regard to section 911 (relating to earned 
ancome from sources without the United States) and section 981 
eens to income from sources within possessions of the United 

tates). 


* * * * * * * 
(e) Ministers, MemsBers or Reticious OrpErRs, AND CHRISTIAN 


Scrence PRAcTITIONERS.— 


(1) WaIveR CERTIFICATE.—Any individual who is (A) a duly 
ordained, commissioned, or licensed minister of a church or a 
member of a religious order (other than a member of a religious 
order who has taken a vow of poverty as a member of such order) 
or (B) a Christian Science practitioner may file a certificate (in 
such form and manner, and with such official, as may be pre- 
scribed by regulations made under this chapter) certifying that 
he elects to have the insurance system established by title II of the 
Social Security Act extended to service described in subsection 
(c) (4), or service described in subsection (c) (5) insofar as it 
relates to the performance of service by an individual in the 
excercise of his profession as a Christian Science practitioner, as 
the case may be, performed by him. 

(2) Time FOR FILING CERTIFICATE.—Any individual who de- 
sires to file a certificate pursuant to paragraph (1) must file such 
certificate on or before whichever of the following dates is later: (A) 
the due date of the return (including any extension thereof) for 
his second taxable year ending after 1954 for which he has net 
earnings from self-employment (computed, in the case of an indi- 
vidual referred to in paragraph (1) (A), without regard to sub- 
section (c) (4), and, in the case of an individual referred to in 
paragraph (1) (B), without regard to subsection (c) (5) insofar as 
it relates to the performance of service by an individual in the 
exercise of his profession as a Christian Science practitioner) of 
$400 or more, any part of which was derived from the performance 
of service described in subsection (c) (4), or from the performance 
of service described in subsection (c) (5) insofar as it relates to the 
performance of service by an individual in the exercise of his pro- 
fession as a Christian Science practitioner, as the case may be; or 
(B) the due date of the return (including any extension thereof) for 
his second taxable year ending after 1956. 
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(3) EFFECTIVE DATE OF CERTIFICATE.—A certificate filed pur- 
suant to this subsection shall be effective for the first taxable year 
with respect to which it is filed (but in no case shall the certificate 
be effective for a taxable year with respect to which the period 
for filing a return has expired, or for a taxable year ending prior 
to 1955) and all succeeding taxable years. An election made pur- 
suant to this subsection shall be irrevocable. Notwithstanding 
the first sentence of this paragraph: 

(A) A certificate filed by an individual after the date of the 
enactment of this subparagraph but on or before the due date 
of the return (including any extension thereof) for his second 
taxable year ending after 1956 shall be effective for the first tax- 
able year ending after 1955 and all succeeding taxable years. 

(B) If an individual filed a certificate on or before the date 
of the enactment of this subparagraph which (but for this sub- 
paragraph) is effective only for the third or fourth taxable year 
ending after 1954 and all succeeding taxable years, such certifi- 
cate shall be effective for his first taxable year ending after 1956 
and all succeeding taxable years if such individual files a 
supplemental certificate after the date of the enactment of this 
subparagraph and on or before the due date of the return 
(including any extension thereof) for his second taxable year 
ending after 1956. 

(C) A certificate filed by an individual after the due date of 
the return (including any extension thereof) for his second taz- 
able year ending after 1956 shall be effective for the taxable year 
immediately preceding the taxable year with respect to which it 
is filed and all succeeding taxable years. 

(4) TREATMENT OF CERTAIN REMUNERATION PAID IN 1955 AND 
1966 AS WAGES.—If— 

(A) in 1955 or 1956 an individual was paid remuneration 
for service described in section 3121 (b) (8) (A) which was 
erroneously treated by the organization employing him (under 
a certificate filed by such organization pursuant to section 3121 
(k) or the corresponding section of prior law) as employment 
(within the meaning of chapter 21), and 

(B) on or before the date of the enactment of this paragraph 
the taxes wmposed by sections 3101 and 3111 were paid (in 
good faith and upon the assumption that the insurance system 
established by title II of the Social Security Act had been ex- 
tended to such service) with respect to any part of the remunera- 
tion paid to such individual for such service, 

then the remuneration with respect to which such taxes were paid, 
and with respect to which no credit or refund of such taxes (other 
than a credit or refund which would be allowable if such service had 
constituted employment) has been obtained on or before the date of 
the enactment of this paragraph, shall be deemed (for purposes of 
this chapter and chapter 21) to constitute remuneration paid for 
employment and not net earnings from self-employment. 
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SOCIAL SECURITY ACT 
SELF-EMPLOYMENT 
Src. 211. For the purposes of this title— 
Net Earnings From Self-Employment 


(a) The term “net earnings from self-employment” means the gross 
income, as computed under Subtitle A of the Internal Revenue Code 
of 1954, derived by an individual from any trade or business carried 
on by such individual, less the deductions allowed under such subtitle 
which are attributable to such trade or business, plus his distributive 
share (whether or not distributed) of income or loss described in 
section 702 (a) (9) of the Internal Revenue Code of 1953, from any 
trade or business carried on by a partnership of which he is a member; 
except that in computing such gross income and deductions and such 
distributive share of partnership ordinary income or loss— 

* * * * * * * 

[(7) An individual who is— 

[(A) a duly ordained, commissioned, or licensed minister 
of a church or a member of a religious order; and 
[(B) a citizen of the United States performing service de- 
scribed in subsection (c) (4) as an employee of an American 
employer (as defined in section 210 (e)) or as a minister in a 
foreign country who has a congregation which is composed 
predominantly of citizens of the United States, 
shall compute his net earnings from self-employment derived 
trom the performance of service described in subsection (c) (4) 
without regard to section 911 (relating to earned income from 
sources without the United States) and section 931 (relating to 
income from sources within possession of the United States) of 
tbe Internal Revenue Code of 1954.] 

(7) An individual who is a duly ordained, commissioned, or 
licensed minister of a church or a member of a religious order shall 
compute his net earnings from self-employment derived from the per- 
formance of service described wn subsection (c) (4) without regard 
to section 107 (relating to rental value of parsonages) and section 119 
(relating to meals and lodging furnished for the convenience of the 
employer) of the Internal Revenue Code of 1954 and, in addition, 
if he 1s a citizen of the United States performing such service as an 
employee of an American employer (as defined in section 210 (e)) or 
as a minisier in a foreign country who has a congregation which is 
composed predominantly of citizens of the United States, without 
regard to section 911 (relating to earned income from sources without 
the United States) and section 931 (relating to income from sources 
within possessions of the United States) of such Code. 

* * * BS * * * 


O 
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AMENDING TEE LAWS RELATING TO TEE ENDORSEMENT OF 
MASTERS ON VESSEL DOCUMENTS AND TO PROVIDE CERTAIN 
ADDITIONAL PENALTIES FOR FAILURE TO EXHIBIT VESSEL 
DOCUMENTS OR OTHER PAPERS WHEN REQUIRED BY ENFORCE- 
MENT OFFICERS 


Aveust 16, 1957.—Ordered to be printed. 


Mr. Maenuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany S8. 2722] 


The Committee on Interstate and Foreign Commerce to whom 
was referred the bill (S. 2722) to amend the laws relating to the 
endorsement of masters on vessel documents and to provide certain 
additional penalties for failure to exhibit vessel documents or other 
papers when required by enforcement officers, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE OF THE BILL 


The bill S. 2722 would amend sections 4335 and 4336 of the Revised 
Statutes as amended. Section 4335 would be amended by adding a 
new proviso authorizing the endorsement of the name of the owner or 
some responsible person acting for the owner on the license of a vessel 
engaged in towing on certain coastal waters, provided the vessel is not 
carrying passengers or proceeding to some port or place in a foreign 
country or in noncontiguous territory of the United States, even 
though the person whose name is so endorsed is not actually em- 
ployed on the vessel. The proviso is similar in language to two other 
provisos now included in the cited section of law authorizing similar 
action with respect to vessels navigated within the limits of the 
harbor of any town or city and to unrigged vessels which are not 
required by law to have on board a certificate of inspection. Existing 
law requires that whenever the master of any licensed vessel, except 
ferryboats, is changed that the appropriate port collector be notified 
and the new master must certify under oath that he is a citizen of the 
United States and that the licensed vessel shall not be employed in 
any manner whereby the revenue of the United States may be de- 
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frauded. ‘The proposed bill would dispense with the master complying 
with the above requirement, and in lieu thereof, would authorize 
vessel owners to designate responsible persons to comply with the 
statute. 

Recent labor contracts call for the frequent interchange of masters 
aboard vessels. To make the required report interfere with the effi- 
cient operation of the vessel, ae in some instances, circumstances 
make it impossible to comply with the requirements of existing law. 
The proposed bill would alleviate the situation and still insure com- 
pliance with existing statutory requirements. 

Section 4336 of the Revised Statutes, as amended, authorizes an 
officer concerned in the collection of the revenue to inspect the vesse 
documents at any time and provides for a penalty against the master 
for a failure to exhibit the document when required by such officer. 
The Treasury Department has long construed this section to apply 
only when the demand is made on board the vessel of the person who 
is endorsed as master and not when the demand for production is 
addressed to some other person who may be serving in charge or 
command of the vessel. Following that construction, no penalty 
would lie against any person whose name may be endorsed as master 
who is not actually employed on the vessel, since no demand would 
ordinarily be made of him. Accordingly, the effect of the proposed 
amendment to section 4335 as so construed is to relieve the vessels 
covered from any requirement for having their documents on board. 

In the cases covered in the provisos in existing law, the vessels in- 
volved are either presumably well known to the enforcement officers 
or readily identifiable, as would be the case of vessels operated within 
harbor limits and unrigged vessels. However, the tugs or towboats, 
which are the subject of the proposed bill range in many cases far 
beyond port limits and are vessels which are capable of carrying identi- 
fying vessel documents. The Treasury Department strongly feels 
that no relaxation should be made in the requirement for such vessels 
to have their documents on board or to exhibit such documents to 
enforcement officers when required. The proposed bill would amend 
section 4336 to correct this deficiency and permit the proper and 
etiicient administration and enforcement of sections 4335 and 4336 
as amended by the proposed bill. 

Representatives from both the Bureau of Customs and the Amer- 
ican Waterways Operators, Inc., appeared in the House hearings in 
support of the bill; there was no opposition. Accordingly, your 
committee recommends that the bill do pass. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing Jaw made by the bill, as 
reported, are shown as follows (new matter is printed in italic, mat- 
ter proposed to be omitted in brackets, existing law in which no 
change is proposed is shown in roman): 


Tirtz 46, Untrep States Copz, Section 276, CHancr or MASTER 


(a) Whenever the master of any licensed vessel, ferryboat excepted, 
is changed, the new master, or in case of his absence, the owner or one 
of the owners thereof, shall report such change to the collector residing 
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at the port where the same happens, if there be one; otherwise, to the 
collector residing at any port where such vessel next arrives, who, 
upon the oath of such new master, or, in case of his absence, of the 
owner, that such master is @ citizen of the United States, and that 
such vessel shall not, while such license continues in force, be employed 
jn?any manner whereby the revenue of the United States may be 
defrauded, shall endorse such change on the license, with the name of 
the new master. Whenever such change is not reported, and en- 
dorsed, as herein required, such vessel, if found carrying on the 
coasting trade or fisheries, shall be subject to pay the same fees and 
tonnage as a vessel of the United States having a register, and the 
new master shall be liable to a penalty of $10: Prowded, Thet the 
Commissioner of Customs may authorize the endorsement of not 
more than two alternate masters in addition to the one already 
endorsed on the license, whenever in his judgment the condition of 
employment of the vessel warrants such action: Provided further, 
That in the case of vessels navigated within the limits of the harbor 
of any town or city, the name of the owner or some responsible 
person acting for the owner who otherwise meets all requirements of 
the laws of the United States with regard to masters, may be endorsed 
on the license of such vessel, although not actually employed thereon, 
in accordance with rules and regulations prescribed by the Commis- 
sioner of Customs: And provided further, That in the case of unrigged 
vessels which are not required by law to have on board a certificate 
of inspection, the name of the owner or any responsible person acting 
for the owner who otherwise meets all requirements of the laws of the 
United States with regard to masters, may be endorsed on the license 
of such unrigged vessel although not actually employed on board the 
vessel[.] ; And provided further, That in the case of any vessel engaged 
in towing from any port or place embraced within the coastwise laws of 
the United States to any other such port or place plying in whole or in 

art on inland rivers, canals, waterways, sounds, gulfs, lakes, and 
Salon not carrying passengers nor proceeding directly or indirectly to 
any foreign port or place or to any port or place vn noncontiguous territory 
of the United States, the name of the owner or some responsible person 
acting for the owner who otherwise meets all requirements of the laws of 
the United States with regard to master, may be endorsed on the license 
of such vessel, although not actually employed thereon, in accordance with 
rules and regulations prescribed by the Secretary of the Treasury. 


Tirte 46 Unirep States Cope Section 277, INspectTion or ENROLI- 
MENT OR LICENSE 


Any officer concerned in the collection of the revenue may at all 
times inspect the register or enrollment or license of any viel or any 
document in lieu thereof; and if the master or other person in charge 
or command of any such vessel shall not exhibit the same, when re- 
quired by such officer, [he] unless the vessel is one which by regulation 
of the Secretary of the Treasury is not required to have its register or 
enrollment or license or document in lieu thereof on board, such master 
or person in charge or command shall be liable to a penalty of $100, 
unless the failure to do so is willful, in which case he shall be liable to a 
penalty of $1,000 and to a fine of not more than $1,000 or imprison- 
ment for not more than one year, or both. 


O 
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EXTENDING THE TIME LIMIT FOR THE SECRETARY OF COM- 
MERCE TO SELL CERTAIN WAR-BUILT VESSELS FOR UTILIZATION 
ON ESSENTIAL TRADE ROUTES 3 AND 4 


Aveust 16, 1957.—Ordered to be printed 


Mr. Macnuson, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany H. J. Res 370] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the joint resolution (H. J. Res. 370) to extend the time 
limit for the Secretary of Commerce to sell certain war-built vessels 
for utilization on essential trade routes 3 and 4, having considered the 
same, report favorably thereon and recommend that the joint resolu- 
tion do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to amend Public Law 938 of the 84th 
Congress to extend for 1 year the authority of the Secretary of Com- 
merce to sell 2 war-built vessels for use on essential trade routes 3 
and 4 between United States North Atlantic ports and Cuba and 
Mexico. (See S. Rept. 2636 and H. Rept. 2829, 84th Cong.) The 
Martitime Administration is seeking to interest American operators 
to service these important routes; however the time allotted to execute 
the purpose of the legislation was not sufficient to complete the task. 
The present bill merely extends the time to permit the Maritime 
Administration to effect the purposes of Public Law 938. 

It is necessary for the Maritime Administration to make certain 
preliminary investigations of the qualifications and background of 
potential operators which cannot be accomplished in a day. Plans 
for vessel conversion, financing, and operating subsidy contracts are 
intricate and complex matters which require time. ‘The proponents 
of the legislation and the Maritime Administration are engaged in 
meetings and negotiations in an attempt to work out the difficulties 
confronting them. The proposed bill will legally enable the Maritime 
Administration to complete the task it has begun. 
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The Maritime Administration favored the passage of the original 
legislation and the proposed bill. Your committee therefore recom- 
mends that the bill do pass. 

Government agency comments follow: 


Wasuineton, July 1, 1957. 
Hon. Warren G. Maenuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Mr. Cuarrman: Your letter of June 22, 1957, acknowledged 
June 25, requested our comments on 3 Senate joint resolutions, in- 
cluding Senate Joint Resolution 111, 85th Congress, entitled “Joint 
resolution to extend the time limit for the Secretary of Commerce to 
sell oR war-built vessels for utilization on essential trade routes 
3 and 4.” 

Senate Joint Resolution 111 will extend the authority under Public 
Law 938, 84th Congress, approved August 3, 1956 (70 Stat. 957), for 1 
additional year, to August 3, 1958. 

We understand that it may not be possible to accomplish the 
objectives of the subject law within the time limitation now provided 
(August 3, 1957), and we perceive no objection to the proposed 
extension of 1 year. 

Sincerely yours, 
JosePpH CAMPBELL, 
Comptroller General of the United States. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (new matter is printed in italics, matter 

roposed to be omitted in brackets, existing law in which no change 
is proposed is shown in roman): 


Pusiic Law 938—84TH ConGREss 


CHAPTER 904—2p SEssION 
(S. J. Res. 177] 


Resolved by the Senate and House of Representatives of the United 
States of America in Congress assembled, That (a) notwithstanding 
the provisions of section 11 of the Merchant Ship Sales Act of 1946, 
as amended, and section 510 (h) of the Merchant Marine Act, 1936, as 
amended, the Secretary of Commerce is authorized to sell [within one 
year after the enactment of this joint resolution] within two years after 
the enactment of this joint resolution to the highest responsible bidder 
who is a citizen of the United States, within the meaning of section 2 
of the Shipping Act, 1916, as amended, for employment on essential 
trade routes 3 and 4 to Cuba and Mexico, any two warbuilt vessels 
under the jurisdiction of the Secretary of Commerce, on an as is, 
where is, basis, provided that the Secretary of Commerce shall deter- 
mine before entering into such sales that the purchaser possesses the 
ability, experience, financial resources, and other qualifications 
necessary to enable it to operate and maintain the vessels in service 
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on that portion of essential trade routes 3 and 4 between Atlantic 
Coast ports of the United States and Cuba and Mexico and to maintain 
adequate service on such portion of such routes. The upset prices of 
the vessels shall be their sales prices computed under the Merchant 
Ship Sales Act of 1946, as of January 15, 1951, depreciated (after 
reduction of residual value) on a straight line basis for the period from 
January 15, 1951, to the date of execution of the contract of sale, on 
the basis of the portion of a twenty-year useful life of the vessels 
remaining after January 15, 1951. 

(b) Each such sale shall be on the basis of the payment by the pur- 
chaser of not less than 25 per centum of the vessel sales price at the 
time of execution of the vessel sales contract, with the balance payable 
in approximately equal annual installments over the remainder of 
the economic life of the vessel, which economic life is to be determined 
by the Maritime Administration, with interest on the portion of the 
vessel sales price remaining unpaid at the rate of 3% per centum per 
annum. The obligation of the purchaser with respect to payment of 
such unpaid balance, with interest, shall be secured by a preferred 
mortgage on the vessels in form satisfactory to the Maritime 
Administrator. 

(c) (1) Such sales shall be made upon such conditions as the Sec- 
retary of Commerce deems necessary to protect the interests of the 
United States. 

(2) Vessels sold under this Act shall be employed exclusively as 
dry cargo common carriers on that portion of essential trade routes 
3 and 4 between Atlantic Coast ports of the United States and Cuba 
and Mexico, until the end of their useful lives, as determined under 
subsection (b) of this Act, or until they are replaced by new tonnage, 
whichever happens first. These restrictions shall run at law and in 
equity with the titles to the vessels and are binding upon all subse- 
quent owners. 

(d) Any contract of sale executed under authority of this Act shall 
provide that in the event the United States shall, through purchase or 
requisition, acquire ownership of any such vessel, the owner shall be 
paid therefor the value thereof, but in no event shall such payment 
exceed the actual depreciated sales price under such contract (together 
with the actual depreciated cost of capital improvements thereon); 
that in computing the depreciated acquisition cost of such vessel, the 
depreciation shall be computed on the vessel on the schedule adopted 
or accepted by the Secretary of the Treasury for income tax purposes 
as applicable to such vessel; that such vessel shall remain documented 
under the laws of the United States during the remainder of the 
economic life of the vessel or as long as there remains due the United 
States any principal or interest on account of the sales price, whichever 
is the longer period; and that the foregoing provisions respecting the 
requisition or the acquisition of ownership by the United States and 
documentation shall run with the title to such vessel and be binding 
on all owners thereof. 

O 
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INDIAN HOSPITALIZATION PAYMENTS TO BERNALILLO 
COUNTY, N. MEX. 


Aveust 16, 1957.—Ordered to be printed 


Mr. Hit, from the Committee on Labor and Public Welfare, sub- 
mitted the following 


REPORT 


[To accompany H. R. 9023] 


The Committee on Labor and Public Welfare, to whom was re- 
ferred the bill (H. R. 9023) to amend the act of October 31, 1949, to 
extend until June 30, 1960, the authority of the Surgeon General to 
make certain payments to Bernalillo County, N. Mex., for furnishing 
hospital care to certain Indians, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

The legislation is in the nature of emergency legislation. The 
powers granted to the Surgeon General under Public Law 438, 81st 
Congress, as amended, to reimburse the Bernalillo County Hospital 
for beds occupied by Indians, expired on June 30, 1957. The 100 
beds made available at the hospital for the care of Indians are needed 
to provide such care pending the construction of a proposed new 
Indian hospital at Gallup, N. Mex. 

The construction of the Bernalillo County Hospital was authorized 
by Public Law 438, 81st Congress, as a joint venture between the 
Federal Government and Bernalillo County, State of New Mexico. 
The Federal Government contributed $1,500,000 and the land while 
Bernallillo County provided such additional funds as were required 
to complete the construction and equipping of the hospital. 

Public Law 438 stipulated that the county make available when 
required not less than 100 beds for Indians; it further provided for 
reimbursing the county of Bernalillo for hospital and medical services 
to Indians at rates not in excess of the annual per diem cost of opera- 
tion and maintenance of the entire hospital, but in no event wes the 
amount of such payment to be less than the average per diem cost of 
operation and maintenance for 80 percent of the beds required to be 
made available. 
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The Committee on Interstate and Foreign Commerce of the House 
of Representatives was advised by the Department of Health, Educa- 
tion, and Welfare when it was considering the bill that average 
occupancy by Indians has exceeded 80 percent of the 190 beds required 
to be made available and that bed utilization for the next 3 years and 
until completion of the Gallup Hospital is expected to continue at a 
rate in excess of 80 percent. Therefore, the bill would extend (retro- 
active to June 30, 1957) until June 30, 1960, the provision for minimum 
payment while extending indefinitely the authcrity to make payments 
on a per diem basis for beds actually occupied. 

The Department stated in its report to the House committee that 
it would interpose no objection to the enactment of H. R. 9023 as 
amended. The Department’s position is supported also by the 
Bureau of the Budget. 

No additional cost to the Federal Government is involved, and 
the committee knows of no objection to this legislation. 

The letter from the Department of Health, Education, and Welfare 
commenting on the measure reads as follows: 


DEPARTMENT OF HEALTH, “DUCATION, AND WELFARE, 
August 9, 1957. 
Hon. Oren Harris, 
Chairman, Committee on Interstate and Foreign Commerce, 
House of Representatives, Washington, D. C. 


Dear Mr. CuarrMan: This letter is in resporse to your request of 
August 2, 1957, for a report on H. 2. 9023, a bill to amend tke act of 
October 31, 1949, to extend until June 30, 1960, the authority of the 
Surgeon General to make certain payments to Bernelillo Courty, 
N. Mex., for furnishirg hospitel care to certain Indians. 

Effective from June 30, 1957, the bill would extend until Jure 30, 
1960, (a) the authority of the Surgeon General of the Public Health 
Service to reimburse the Bernalillo County Indian Hospitel fcr the 
care and treatment of Indiars eligible under applicable reguletions 
at rates to be determined by contract but not in excess of the average 
annual per diem cost of operation and maintenance for the ertire 
hospital, and (6) the requirement that the amount of reimbursement 
shall in no case be less than the average annual per diem cost of 
operation and maintenance for 80 percent of the 100 beds required 
to be available for Indians. The 100-bed requirement, and the author- 
ity for waiving this requirement for temporary periods if such number 
of beds is not needed, and the hospital agrees that the minimum charge 
should be proportionately reduced, would remain as in existing law. 

The bill also requires that on or before December 31, 1959, the 
Surgeon General report to the Congress his recommendations with 
respect to the amounts (together with the formula used in arriving at 
such amounts) to be paid for the care and treatment of Indians after 
June 30, 1960. 

In accordance with the act of October 31, 1949, as amended, this 
Department on April 11, 1957, submitted a report to the Speeker 
recommending that payments to the hospital be continued after June 
30, 1957, under the same terms as provided in that act, except for the 


80-percent-minimum-payment requirement which should be permitted 
to expire. Amendatory legislation, submitted with the Department’s 
report, was introduced by you as H. R. 7578. It would provide con- 
tinuing authority for reimbursements to the hospital with no terrmina- 
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tion date and obviate the necessity of making further recommendations 
to the Congress as to the rate and formula for such reimbursements. 

A review of our experience under the contract with the Bernalillo 
County Indian Hospital reveals that the average occupancy by Indian 
Health beneficiaries has exceeded 80 percent of the 100 beds required 
to be made available. It is anticipated that with the construction of 
the proposed Indian hospital at Gallup, N. Mex., the need for beds 
at Bernalillo will be reduced. Pending completion of such new facili- 
ties the rate of bed utilization for Indians for the next 3 years at 
Bernalillo is expected to continue in excess of the 80-percent guaranty. 

At the time the act of October 31, 1949, was being considered 
(S. 2404, 81st Cong.), as pending legislation, the Bureau of the Budget 
in its report stated that the minimum payment guaranty was new and 
unique, that it must be considered an experiment rather than an 
expression of policy for future legislation and that this type of subsidy 
to the Bernalillo County Indian Hospital would be unfair to other 
hospitals which have straight service contracts with the Government. 
This Department concurs in this view and feels that as a matter of 
principle the minimum-payment guaranty is not in the best interests 
of the Government. 

While H. R. 9023 would extend the reimbursement authority for a 
period of 3 years ending June 30, 1969, it weuld also require recon- 
sideration of such authcrity and the furnishing of recommendations 
to the Congress for payments after that date. This would unneces- 
sarily require further legislative action at that time. Should legisla- 
tion be enacted retaining for a limited period a minimum payment 
guaranty, notwithstanding this Department’s objections, we would 
recommend that the bill be amended so as, at the same time, to 
make the reimbursement authority continuing, thus avoiding the 
necessity for further legislative action when the period of the minimum- 
payment guaranty expires. 

In summary, this Department while definitely preferring the enact- 
ment of H. R. 7578, would interpese no objection to the enactment of 
H. R. 9023 if modified, as above suggested, to establish now, for the 
period fcllowing termination of the guaranty, the application of the 
general principle of reimbursement for hospita! services actua!ly used. 

The Bureau of the Budget advises that it perceives no objection to 
the submission of this report to your committee. 

Sincerely yours, 
M. B. Fotsom, Secretary. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, es 
reported, are shown as follows (existing ten proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


SussecTIon (b) oF THE First Section oF THE AcT oF OcToBER 
31, 1949, as AmeNDED (63 Strat. 1€49) 


(b) Actual work on such hospital shall proceed under the direction 
of the officials of the county of Bernalillo, State cf New Mexicc, ard 
payment for such work in place shall be made monthly on vouchers 
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properly certified by said officials to the Commissioner of Indian 

airs, whose determination and approval of the proper amount 
chargeable to any appropriation authorized hereunder shall be final 
and sufficient for payment thereof: Provided, That such hospital shall 
be constructed, operated, and maintained by the county of Bernalillo, 
State of New Mexico, or its successor operator, in accordance with 
standards acceptable to the State of New Mexico and shall be available 
to all Indians: Provided further, That the [Commissioner of Indian 
Affairs] Surgeon General of the Public Health Service shall reimburse 
the county of Bernalillo, or any successor operator of such hospital, 
for the care and treatment of Indians eligible under the regula- 
tions of the [Secretary of the Interior] Surgeon General of the Public 
Health Service for hospital and medical services who may be ad- 
mitted to or treated in said hospital under the provisions of the Act 
of April 16, 1934, as amended (U. S. C., title 25, secs. 452-454), at 
rates not in excess of the average annual per diem cost of operation 
and maintenance for the entire hospital, but in no event shall the 
amount of such payment by the [Commissioner of Indian Affairs] 
Surgeon General of the Public Health Service be less than the average 
annual per diem cost of operation and maintenance for 80 per centum 
of the beds required to be made available. The method of determining 
average annual per diem cost of operation and maintenance shall be 
agreed upon between the county of Bernalillo and the [Commissioner 
of Indian Affairs] Surgeon General of the Public Health Service in the 
contract between them relating to such hospital. Such payments 
shall be made by the [Commissioner of Indian Affairs] Surgeon 
General of the Public Health Service in the manner and at the times 
agreed upon in said contract: Provided further, That the authority 
of the [Commissioner of Indian Affairs] Surgeon General of the Publie 
Health Service to make such payments shall expire on June 30, [1957] 
1960: Provided further, That on or before December 31, [1956] 1959, 
the [Secretary of the Interior] Surgeon General of the Public Health 
Service is authorized and directed to report to the Congress his recom- 
mendations with respect to the amounts (together with the formula 
used in arriving at such amounts) to be paid for such purposes after 
June 30, [1957] 1960: And provided further, That the [Commissioner 
of Indian Affairs] Surgeon General of the Public Health Service may for 
temporary periods waive the requirements that one hundred beds 
always be available for Indians, if for any temporary period such 
a number is not needed or required, and if in return the operator 
agrees that the minimum charge should be proportionately reduced. 


O 
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AMENDING SECTION 304 (d) OF THE FEDERAL FOOD, DRUG, AND 
COSMETIC ACT WITH RESPECT TO THE DISPOSITION OF CER- 
TAIN IMPORTED ARTICLES WHICH HAVE BEEN SEIZED AND 
CONDEMNED 


Avuaust 16, 1957.—Ordered to be printed 


Mr. Hir2, from the Committee on Labor and Public Welfare, submit- 
ted the following 


REPORT 
[To accompany H. R. 6456] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (H. R. 6456) to amend section 304 (d) of the Federal Food, 
Drug, and Cosmetic Act, with respect to the disposition of certain 
imported articles which have been seized and condemned, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 

The purpose of the bill is to amend section 304 (d) of the Federal 
Food, Drug, and Cosmetic Act in order to permit the reexportation of 
imported articles, in appropriate cases, where these articles have been 
seized by the Food and Drug Administration and condemned at places 
within the United States other than at the original port of entry. 

At the present time the Federal Food, Drug, and Cosmetic Act 
permits the reexportation of articles if they were seized at the original 
port of entry. On the other hand, the act does not permit reexporta- 
tion of imported articles (unless they are first brought into compliance 
with the act) after such articles have entered domestic commerce. 

The present law works a hardship on importers. The Food and 
Drug Administration does not have, and could not possibly have, at 
its disposal sufficient personnel to inspect each and every shipment of 
merchandise imported. Therefore, it is inevitable that there will be 
some cases where merchandise not conforming to the standards of 
the act is passed at the original point of entry, and later found in viola- 
tion of those standards and therefore seized by the Food and Drug 
Administration and condemned at other places in the United States. 

In such cases, the American importers, though innocently involved, 
often suffer a total loss of the merchandise, since the law does not 
permit the importer to ship the goods back to the foreign supplier, or 
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to export such goods to other countries, unless the merchandise is 
first brought into compliance with the act. 

In a recent case, an importer brought in two shipments of a food 
product from France. One shipment was entered at New Orleans, 
and condemned by the Food and Drug officials because of the presence 
of viable bacteria. The other lot of the very same goods was entered 
at the port of Houston, Tex., but released without examination of 
samples by the Food and Drug Administration. This second lot was 
delivered by the importer to customers in Dallas, Tex., and Memphis, 
Tenn. After the Food and Drug Administration had seized the New 
Orleans lot, that agency followed the Houston shipments and seized 
and condemned them at both Memphis and Dallas. In this situation, 
the importer was permitted by law to reexport the New Orleans lot 
because it had been seized and condemned at the original port of entry 
but he was denied the privilege of reexportation on the Dallas an 
Memphis lots (which were much larger) because they had been released 
at Houston. 

The bill seeks to mitigate this hardship on importers in those cases 
where the reasons for noncompliance with the provisions of the act, 
for which the goods were subsequently condemned, existed at the 
time of their entry into the United States, and where the importer had 
no cause for believing that the violation existed before the goods were 
released from customs’ custody. The bill would not authorize articles 
be released for reexportation, however, if they were condemned be- 
cause they, or their containers, contain posionous or deleterious sub- 
stances which may render the article dangerous to health or (in the 
case of a drug) because the article would be dangerous when used as 
prescribed on the label. 

Enactment of this legislation would not involve any additional 
expenditure of Federal funds. Hearings were held by the Committee 
on Interstate and Foreign Commerce of the House of Representatives 
on July 30, 1957, in the course of which the Commissioner of Food and 
Drugs as well as the executive vice president of the National Council 
of American Importers testified in support of this legislation. 

The reports made by the several departments are set forth below: 


Department oF Heauttru, Epucation, AND WELFARE, 
August 13, 1987. 
Hon. Lister H111, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

Dear Mr. Cuartrman: This letter is in response to your request of 
August 7, 1957, for a report on H. R. 6456, a bill to amend section 304 
(d) of the Federal Food, Drug, and Cosmetic Act, with respect to the 
disposition of certain imported articles which have been seized and 
condemned. 

This bill would provide that foods, drugs, cosmetics, or devices, 
which have been imported from foreign countries and entered through 
customs into the United States, if subsequently seized under domestic 
provisions of the law as violative of the Food, Drug, and Cosmetic Act 
may under certain conditions be reexported. 

At the present time the settled judicial interpretation of section 304 
(d) of the Federal Food, Drug, and Cosmetic Act does not permit 
exportation or reexportation of seized and condemned products unless 
they are first brought into compliance with the act under court order 
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and under supervision. This bill would permit the owner of an im- 

orted article which has been seized because of violation to come into 
district court to establish that the violation did not occur after the 
article was imported and that he had no reason to believe it was 
violative before it was released from customs’ custody. If satisfied of 
this, the court may permit the article if it is not harmful, to be delivered 
to the owner for exportation when the owner further shows that it will 
be exported in accordance with the conditions set up in section 801 (d) 
of the Federal Food, Drug, and Cosmetic Act. 

Section 801 (d) provides that articles for export which are subject to 
the act shall not e deemed to be adulterated or misbranded if they 
are in compliance with the laws of the country to which they are 
going, in accordance with the specifications of the foreign purchaser, 
and clearly marked for export. 

However, in the case of seized imported articles where the reexporta- 
tion is made back to the original foreign supplier, the bill would permit 
the goods to be returned to the supplier without the necessity of 
complying with section 801 (d), except that it would have to be 
marked for export. 

This legislation will be valuable to importers under circumstances 
where the violative character of foods, drugs, cosmetics, or devices 
was not detected when the article was offered for entry but was 
subsequently discovered and the goods seized. It would grant the 
privilege of such reexportation only where the violative character 
existed at the time of entry and where the importer or owner was 
without knowledge of the violative character, but would not grant 
any privilege where the goods spoiled after entry. 

The bill would not expose the United States to charges of dumpin 
unsuitable merchandise abroad because it would require that suc 
reexported goods comply with the laws of the country to which it is 
going as well as the specifications of the foreign purchaser. In the 
case of goods returned to the original supplier, compliance with the 
laws of the country to which it is going would not be required but this 
would be merely a matter of returning adulterated or misbranded 
goods to their source. 

It should be noted that the bill contains (in addition to the above- 
mentioned provisions) a proviso designed to prevent the reexport of 
imported articles which would be potentially harmful to the consumer. 
Under the proviso, a court could not allow reexport (other than 
return to the foreign supplier) of a condemned article which otherwis 
meets the requirements of the bill, where the article, if marketed 
domestically, would be in violation of the act because it (or its con- 
tainer) contained a natural or added poisonous or deleterious sub- 
stance or because, in the case of a drug, it would be dangerous when 
used as prescribed, recommended, or suggested on the label (Federal 
Food, Drug, and Cosmetic Act, secs. 401 (a) (1), (2), and (6); 501 (a) 
(3); 502 (j); 601 (a) and (d)). This prohibition against reexport 
would of course, under other provisions of the bill, apply though the 
article was already faulty in these respects at the time of its admission 
into the United States. 

While not objecting to the bill in this form we do wish to invite the 
committee’s attention to the fact that a domestically produced 
article intended for export, which fails to meet the standards of the 
act in the respects to which the above-mentioned proviso is addressed, 
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could nevertheless continue to be exported with impunity if it accords 
to the specifications of the foreign purchaser and is not in conflict 
with the laws of the country of destination, as provided in section 801 
(d) of the act. The proviso would thus in this respect make the law 
internally inconsistent. 

Subject to the committee’s consideration of the above-mentioned 
proviso in the light of the preceding paragraph, we recommend 
enactment of the bill. 

We are not including any estimate of cost, because enactment of 
the bill would have no budgetary implications. 

The Bureau of the Budget advises that it perceives no objection 
to the submission of this report to your committee. 

Sincerely yours, 
M. B. Fousom, Secretary. 





ExecuTIveE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, D. C., August 14, 1957, 
Hon. Laster Hir1, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuarrman: This is in response to your request of 
August 7, 1957, for a report on H. R. 6456, a bill to amend section 
304 (d) of the Federal Food, Drug, and Cosmetic Act, with respect to 
the disposition of certain imported articles which have been seized 
and condemned. 

This bill would provide that imported foods, drugs, cosmetics or 
devices which have been seized and condemned after entry into the 
United States because in violation of the Federal Food, Drug, and 
Cosmetic Act, may be allowed to be exported under certain specified 
conditions. 

We should like to call your attention to one proviso of this bill, 
a proviso which would have the effect of denying the option of re- 
export (other than a return to the original foreign supplier) to those 
goods which, while otherwise meeting the requirements of the Food, 
Drug, and Cosmetic Act, would be in violation of the section of that 
act intended to prevent interstate commerce in substances which are 

oisonous or deleterious. This proviso would make the Federal Food, 

rug, and Cosmetic Act internally inconsistent by establishing 
different standards for the imports intended for export under this 
bill than for domestically produced goods intended for export. Your 
committee may wish to give consideration to the inconsistency 
resulting from this proviso. 

The Bureau of the Budget would have no objection to the enact- 
ment of H. R. 6456. 

Sincerely yours, 
Rosert E. Merriam, 
Assistant Director. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
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enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 304 (d) or THE FreprerRat Foon, Druc, anp Cosmetic Act, 
AS AMENDED 


SEIZURE 
Sec. 304. (a) * * * 


* * * + ‘~ oe * 


(d) Any food, drug, device, or cosmetic condemned under this 
section shall, after entry of the decree, be disposed of by destruction 
or sale as the court may, in accordance with the provisions of this 
section, direct and the proceeds thereof, if sold, less the legal costs 
and charges, shall be paid into the Treasury of the United States; but 
such articles shall not be sold under such decree contrary to the provi- 
sions of this Act or the laws of the jurisdiction in which sold: Provided, 
That after entry of the decree and upon the payment of the costs 
of such proceedings and the execution of a good and sufficient bond 
conditioned that such article shall not be sold or disposed of contrary 
to the provisions of this Act or the laws of any State or Territory in 
which sold, the court may by order direct that such article be delivered 
to the owner thereof to be destroyed or brought into compliance 
with the provisions of this Act under the supervision of an officer or 
employee duly designated by the Secretary, and the expenses of such 
supervision shall be paid by the person obtaining release of the article 
under bond. /f the article was imported into the United States and the 
person secking its release establishes (1) that the adulteration, misbranding, 
or violation did not occur after the article was imported, end (2) that he 
had no cause for believing that it was adulterated, misbranded, or in 
violation before it was released from customs custody, the court may 
permit the article to be delivered to the owner for exportation in lieu of 
destruction upon a showing by the owner that all of the conditions of 
section 801 (d) can and will be met: Provided, however, That the prom- 
sions of this sentence shall not apply where condemnation is based wpon 
violation of section 402 (a) (1), (2), or (6), section 501 (a) (3), section 502 
(7), or section 601 (a) or (d): And provided further, That where such 
exportation is made to the original foreign supplier, then clauses (1) and 
(2) of section 801 (d) and the foregoing proviso shall not be applicable; 
and in all cases of exportation the bond shall be conditioned that the 
article shall not be sold or disposed of until the applicable conditions 
of section 801 (d) have been met. Any article condemned by reason 
of its being an article which may not, under section 404 or 505, be 
introduced into interstate commerce, shall be disposed of by destruc- 


tion. 
O 
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VOCATIONAL REHABILITATION PROGRAMS IN THE 
STATES 


Avaust 16, 1957.—Ordered to be printed 


Mr. Hitt, from the Committee on Labor and Public Welfare, sub- 
mitted the following 


REPORT 


[To accompany 8. 2254] 


The Committee on Labor and Public Welfare, to whom wasreferred 
the bill (S. 2254) to eliminate the time limitation on certain grants 
under section 4 (a) of the Vocational Rehabilitation Act, having 
considered the same, report favorably thereon with an amendment 
and recommend tbat the bill as amended do pass. 

The amendment is as follows: ; 

Strike out all after the enacting clause and insert the following: 

That clause (2) of section 4 (a) of the Vocational Rehabilitation Act, as amended 
(68 Stat. 655), is hereby amended, effective June 30, 1957, to read as follows: 
(2) for planning, preparing for, and initiating, during the fiscal ye 
ending June 30, 1955, and the fiscal years ending June 30, 1956, and June 
30, 1957, a substantial nationwide expansion of vocational rehabilitation 
rograms in the States, and for continuing during the fiscal year ending 
- > 1958, projects which are being carried on under this clause on June 
0, 1957.” 
EXPLANATION OF AMENDMENT 


The committee amendment has the effect of substituting for the 
language of S. 2254 as introduced in the Senate the language of the 
bill H. R. 8429 as favorably reported in the House of Representatives 
by the House Committee on Education and Labor. 


EXPLANATION 


The bill as amended amends section 4 (a) (2) of the Vocational 
Rehabilitation Act of 1954, as amended. Under existing law this 
section expired June 30, 1957. This particular section was one of the 
several special project grants established by the 1954 act and extended 
for 1 additional year by Public Law 937 of the 84th Congress in 1956. 
Its objective was to encourage, on a nationwide basis, substantial ex- 
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ansion of vocational rehabilitation programs within the various 

tates. These particular grants were made to State vocational re- 
habilitation agencies or to cooperating nonprofit agencies for the pur- 
pose of planning, preparing for, and initiating such expansion pro- 
grams. 

During the fiscal year of 1957 grants were made to 148 projects 
for the initiating and carrying on of rehabilitation programs. Among 
organizations using funds effectively have been State and local affili- 
ates of such organizations as the Good Will Industries of America, 
the American Hearing Society, the National Society for Crippled 
Children and Adults, United Cerebral Palsy, National Association 
for Mentally Retarded Children, and many other local nonprofit 
organizations. 

Under the provisions of section 4 (a) (2) all funds granted to a 
project during fiscal 1957 were required to have been spent or obli- 
gated by June 30, 1957. On that date the grant terminated, and all 
unexpended or unobligated funds lapsed into the United States Treas- 
ury. It is the desire of the committee that those projects granted 
funds during fiscal year ending June 30, 1957, shall have until June 
30, 1958, within which to complete the projects and that there shall 
be no lapse of any unexpended funds as of June 30, 1957. 

One example of the need for this legislation is the case of the Fort 
Worth Council for Retarded Children. This group received approval 
of a grant from the Office of Vocational Rehabilitation, Department of 
Health, Education, and Welfare, of $6,000 in January 1957, to initiate 
a vocational rehabilitation center and sheltered workshop for mentally 
retarded youth and adults in the Fort Worth, Tex., area. Local 
funds totaling $8,000 were collected from several groups and by 
subscription from individuals. The Amon G. Carter Foundation 
donated a building without charge to house the project. Delay was 
encountered in starting the project due to the inability to secure 
experienced personnel to direct and operate it. The first personnel 
were employed in March of 1957 but due to the necessity of training 
such personnel the occupational training project was not actually 
opened until May 15, 1957. As a result, the Fort Worth project 
has not had time to fully utilize the grant from the Federal Govern- 
ment. If this grant already allocated is allowed to lapse as of June 
30, 1957, without the enactment of this legislation, the entire project 
will fail and the moneys expended to date will be wasted. 

There are other projects in a similar position as the Fort Worth 
Council. This bill will allow all projects which received grants during 
fiscal 1957 to use them until June 30, 1958. This bill does not 
authorize any new grants to any project involved but merely gives 
the project the right to spend money granted during fiscal 1957. 
Department of Health, Education, and Welfare figures indicate that 
the annual amount of lapse in years prior to 1957 has averaged 
$30,000. 


CHANGES IN EXISTING LAW 


In compliance with subsect'on (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 
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Secrion 4 (a) oF THE VOCATIONAL REHABILITATION Act, As AMENDED 
(29 U. S. C. 34 (a)) 
GRANTS FOR SPECIAL PROJECTS 


Src. 4. (a) From the sums available therefor for any fiscal year, the 
Secretary shall make grants to States and public and other nonprofit 
organizations and agencies (1) for paying pet of the cost of projects for 
research, demonstrations, training, and traineeships, and projects 
for the establishment of special facilities and services, which, in the 
judgment of the Secretary, hold promise of making a substantial 
contribution to the solution of vocational rehabilitation problems 
common to all or several States, and (2) for planning, preparing for, 
and initiating, during the fiscal year ending June 30, 1955, and the 
fiscal years ending June 30, 1956, and June 30, 1957, a substantial 
nationwide expansion of vocational rehabilitation programs in the 
States, and for continuing during the fiscal year_ending June 30, 1958, 
projects which are being carried on under this clause on June 30, 1957. 


O 
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ENCOURAGING EXPANSION OF TEACHING AND RESEARCH IN 
THE EDUCATION OF MENTALLY RETARDED CHILDREN 
THROUGH GRANTS TO INSTITUTIONS OF HIGHER LEARNING 
AND TO STATE EDUCATIONAL AGENCIES 


Avaust 16, 1957.—Ordered to be printed 


Mr. Hitt, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


[To accompany S. 395] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (S. 395), to encourage expansion of teaching and research in 
the education of mentally retarded children through grants to institu- 
tions of higher learning and to State educational agencies, having 
considered the same, report favorably thereon with an amendment 
and recommend that the bill as amended do pass. 


THE NEED FOR THIS LEGISLATION 


Nearly 1 million mentally retarded children of school age in America 
need special education and training in special classrooms under 
teachers with particular training for this work. Only about 15 
percent are now so served. 

Shortage of trained special teachers and shortage of facilities for 
training teachers are considered the two most important obstacles to 
expansion of educational services for mentally retarded children. 

To meet the needs of these children an estimated additional 40,000 
to 55,000 qualified teachers would be required. A substantial number 
of the 10,000 teachers now in special classes for the retarded are 
incompletely prepared for their task and are seeking additional college 
training in this specialty. 

To build up even one-half of the number of teachers sought, within 
10 years, would require the preparation of 2,500 new special teachers 
annually. In 1953 only 285 collage degrees at all levels were granted 
in the entire country in the field of education of the mentally retarded. 

Expansion of teacher-training facilities depends on utilizing and 
widening the small reservoir of well-qualified leadership presently 
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available to staff our college and university programs of training and 
research in education of the retarded. In 1953, only 28 college faculty 
members concerned with education of the mentally retarded were 
engaged full time in directing or teaching college work in special 
education. Shortage of funds for salaries and auxiliary expenses 
presently impedes development of college and university programs. 

Because a the specialized nature of this personnel training, much 
of which is carried on at the graduate level, the States cannot expect 
to be entirely self-sufficient in meeting needs for special teachers, 
much less for key personnel. Benefits to all States can be expected 
as a result of a national attack on the problem. 


EXPLANATION OF 8. 395 


This bill proposes to meet the problem of shortage of trained per- 
sonnel in the field of education of the retarded in a manner very similar 
to that in which the Federal Government is already addressing itself 
to personnel shortages in other specialized fields of importance to the 
national welfare, and more particularly in other professional fields 
related to mental retardation. 

The bill as amended makes possible three channels of approach to a 
solution of the problem. Section 1 of the bill affords two possibilities: 
Through grants to public or nonprofit institutions of higher learning 
to “‘assist in covering the cost of courses of training or study” for 
personnel to conduct research in, or conduet training of teachers in, 
fields relating to the education of mentally retarded children, as well 
as through grants to public or other nonprofit institutions of higher 
learning ‘‘for establishing and maintaining fellowships.” 

The third approach, made possible by section 2, is through grants to 
State educational agencies to assist them in establishing and main- 
taining ‘“‘* * * fellowships or traineeships for training personnel.” 


EXPLANATION OF AMENDMENT 


The committee amended the bill in order to terminate the program 
after 10 years. In so doing the committee does not intend to imply 
that the problem should have been resolved within that period of 
time, but rather that over a period of 10 years sufficient experience 
would have been gained to warrant congressional reevaluation of the 
program in the light of the conditions which will then exist. 

The amendment reads as follows: 


Suc. 6. This Act shall continue in effect until a date 10 
years after the date of the enactment of this Act. 


AGENCY REPORTS 


Reports submitted to the committee by the Department of Health, 
Education, and Welfare and the Bureau of the Budget are as follows: 
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DEPARTMENT OF Heattu, Epucation, AND WELFARE, 
Washington, D. C., February 20, 1957. 
Hon. Laster Hi11, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate. 

Dear Mr. CuarrMan: This letter is in response to your request of 
January 15, 1957, for a report on S. 395, a bill to encourage expansion 
of teaching and research in the education of mentally retarded child- 
ren through grants to institutions of higher learning and to State 
educational agencies. 

This bill, which is identical to the draft bill submitted by the De- 
partment last year and introduced as S. 3620, 84th Congress, would 
authorize the Commissioner of Education to make grants to public or 
other nonprofit institutions of higher learning and to State educational 
agencies to assist them in providing training of professional personnel 
to conduct research in, or conduct training of teachers in, fields related 
to education of mentally retarded children. The bill S. 3620 passed 
the Senate on June 11, 1956, but was not finally acted upon in the 
House of Representatives. 

The need for special education programs for mentally handicapped 
children is widely recognized and has had increasing attention from 
educators, citizen groups, and the State legislatures in recent years. 
All but four States now authorize State aid for special education 

rograms in the public schools. Twenty-two States have enacted such 
Cdinletinn since 1949, and 11 of these since 1952. Heartening though 
this progress has been, it is estimated that not more than one-third 
of the 1,500,000 mentally retarded children of school age are now 
receiving special education in either public or private schools or in 
institutions. This situation is attributed primarily to the fact that 
there is a severe shortage of teachers trained in the specialized field, 
thus impeding further expansion of educational programs for these 
children. On the basis of the most recent estimates available, there 
are approximately 10,000 teachers now engaged in this field, whereas 
it is estimated that at least 65,000 are needed. The principal limiting 
factor in meeting the need is the lack of sufficient professional per- 
sonnel and training programs for the preparation of such teachers. 

Increased research in fields related to education of mentally retarded 
children is a necessary accompaniment to the development and expan- 
sion of training programs for the preparation of teachers of mentally 
retarded children. Under the provisions of Public Law 531, 83d 
Congress, which authorized the Commissioner of Education to enter 
into cooperative arrangements with universities and colleges and State 
educational agencies for the conduct of research in education, the 
84th Congress appropriated funds for fiscal year 1957, of which 
$675,000 have been designated for research in the education of men- 
tally retarded children. Although 27 projects have been initiated in 
this area of research, the shortage of properly trained research per- 
sonnel has handicapped the development of the research program 
authorized by the Congress. The provisions of S. 395 would mate- 
rially assist in the training of professional personnel to conduct 
research in education of mentally retarded children and thereby 
Soreness basic program objectives of the Office of Education in 
this field. 
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The provisions of S. 395, we believe, would provide an effective 
means of encouraging the development and expansion of training pro- 
grams for the preparation of professional personnel to train teachers 
and conduct research in this specialized field of education and thereb 
strike at the basic cause of the prevailing scarcity of such Soneehale 

We would therefore recommend that the bill be enacted by the 
Congress. 

Inasmuch as the expenditures which would be entailed by the 
enactment of the bill are not expected to exceed $1 million in any of 
the first 5 years of the proposed program, no statement of cost esti- 
mates and personnel requirements is submitted with this report. 

The Bureau of the Budget advises that it perceives no objection to 
the submission of this report to your committee. 

Sincerely yours, 
M. B. Fousom, Secretary. 


Executive Orrice oF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, D. C., February 21, 1957. 
Hon. Lister Hm, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

My Dear Mr, Cuarrman: This will acknowledge your letters of 
January 15, 1957, and February 8, 1957, requesting the views of the 
Bureau of the Budget on identical bills, S. 395 and S. 1092, to en- 
courage expansion of teaching and research in the education of 
mentally retarded children through grants to institutions of higher 
learning and to State educational agencies. 

These bills embody the proposal of the President contained in 
the 1958 budget, and accordingly, the Bureau of the Budget favors 
their enactment. 

Sincerely yours, 
Rosert E, Merriam, 
Assistant Director. 
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PROVIDING FOR THE TERMINATION OF THE VETERANS’ EDUCA- 
TION APPEALS BOARD ESTABLISHED TO REVIEW CERTAIN 
DETERMINATIONS AND ACTIONS OF THE ADMINISTRATOR OF 
VETERANS’ AFFAIRS IN CONNECTION WITH EDUCATION AND 
TRAINING FOR WORLD WAR II VETERANS 


Avaust 16, 1957.—Ordered to be printed 


Mr. Tuurmonp, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


[To accompany H. R. 8076] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (H. R. 8076) to provide for the termination of the Veterans’ 
Education Appeals Board established to review certain determina- 
tions and actions of the Administrator of Veterans’ Affairs in con- 
nection with education and training for World War II veterans, hay- 
ing considered the same, unanimously report favorably thereon 
without amendment and recommend that the bill do pass, 


BACKGROUND OF THE BILL 


This bill terminates the operations of the Veterans’ Education 
Appeals Board 60 days after enactment. The Board was established 
by Public Law 610, 81st Congress, as a successor to the Veterans’ 
Tuition Appeals Board, established by Public Law 266, 81st Congress, 

The function of the Board was to hear and determine disputes con- 
cerning tuition and other charges payable to educational institutions 
aoe Public Law 346, 78th Congress—the World War II GI bill of 
nights. 

The Veterans’ Education Appeals Board has ee & most 
useful function. Its decisions ea been equitable and promptly 
rendered. However, direct tuition payments to schools ended for 
the most part on July 25, 1956, the termination date of the educa- 
tion program for World War II veterans, and the Board is no longer 
needed. According to the House report on this bill, the Board agrees 
oe 1 operations should be terminated and favors enactment of 

is bill. 
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The records of the Board shall be transferred to the National 
Archives and the Records Service of the General Services Adminis- 
tration, so that they may be available for use in the relatively few 
disputes which might yet arise between schools and the Veterans’ 
Administration. 

The Veterans’ Administration estimates that the enactment of this 
legislation would result in a saving of approximately $35,000 during 
fiscal year 1958. 

The report of the Veterans’ Administration follows: 


Aveust 12, 1957. 
Hon. Lister H1i11, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

Dear Senator Hitt: This is with further reference to your 
request for a report by the Veterans’ Administration on H. R. 8076, 
85th Congress, an act to provide for the termination of the Vet- 
erans’ Education Appeals Board established to review certain deter- 
minations and actions of the Administrator of Veterans’ Affairs in 
connection with education and training for World War II veterans, 
which was. passed by the House of Representatives on August 5, 1957, 

H. R. 8076 proposes to terminate the Veterans’ Education Appeals 
Board which was established by Public Law 610, 81st Congress, 
July 13, 1950, to review determinations and actions of the Veterans’ 
Administration relative to payments made to educational institutions 
for tuition, fees, and other charges on behalf of World War II veterans 
enrolled for a course of education under title Il of the Servicemen’s 
Readjustment Act of 1944. The Board would not receive or act upon 
any application for review which was filed after the date of the 
enactment of the bill, and would cease to exist 60 days thereafter. 
At the time of its dissolution, the Board’s records would be transferred 
to the National Archives and Records Service of the General Services 
Administration, for retention to the extent warranted, or otherwise 
for disposition according to law. 

The Veterans’ Education Appeals Board was, as noted, established 
by the act of July 13, 1950, and is composed of three members ap- 
pointed by the President, who are compensated out of appropriations 
available for administrative expenses of the Veterans’ Administration 
for time spent by them in the work of the Board and for necessary 
travel and subsistence expenses. The Veterans’ Administration pro- 
vides the Board with such stenographic, clerical, and other assistance 
facilities and services as are necessary for the discharge of its functions. 

Under provisions of the Servicemen’s Readjustment Act, most 
World War II veterans were required to initiate their course of 
education or training by July 25, 1951, and no education or training 
could be afforded beyond July 25, 1956, with the exception of those 
enlistees or reenlistees within the terms of the Armed Forces V oluntary 
Recruitment Act of 1945, who have the benefit of a more liberal 
termination date. At the end of April 1957, there were only 1,255 
veteran-trainees enrolled under the Servicemen’s Readjustment Act. 

The Board has been in existence for nearly 7 years, and any school 
which desired to present its case for review has had an adequate 
opportunity, and a 60-day period following the bill’s enactment would 
seem to provide an ample period during which the Board could dispose 
of any pending cases. 
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In view of the foregoing circumstances, legislation to provide for 
the termination of the Board and for the disposition of its records 
would seem to be timely. Accordingly, the Veterans’ Administration 
recommends favorable consideration of H. R. 8076. 

It is estimated that the cost of operating the Veterans’ Education 
Appeals Board would approximate $35,500 during the ensuing fiscal 
year. If H. R. 8076 is enacted, all costs for the operation of the Board 
would cease 60 days thereafter. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to your 
committee. 

Sincerely yours, 
H. V. Hieiny, Adminisirator. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing io proposed to be omitted 
is enclosed in black brackets, new matter is printed in italics, existing 
law in which no changes is proposed is shown in roman): 


ParaGRAPH 11 (d) or Part VIII or Vererans ReGunation 
NUMBERED 1 (a) 


(d) As used in this part, the term “customary cost of tuition” or 
“customary charges” or “customary tuition charges’’ shall mean that 
charge which an educational or training institution requires a non- 
veteran enrollee similarly circumstanced to pay as and for tuition for a 
course, except that the institution (other than a nonprofit institution of 
higher learning) is not regarded as having a “customary cost of tui- 
tion” for the course or courses in question in the following circum- 
stances: 

(A) Where the majority of the enrollment of the educational 
and training institution in the course in question consists of 
veterans in training under Public Laws 16 and 346, Seventy- 
eighth Congress, as amended; and 

(B) One of the following conditions prevails: 

1. The institution has been established subsequent to 
June 22, 1944. 

2. The institution, although established prior to June 22, 
1944, has not been in continuous operation since that date. 

3. The institution, although established prior to June 22, 
1944, has subsequently increased its total tuition charges for 
the course to all students more than 25 per centum. 

4. The course (or a course of substantially the same length 
and character) was not provided for nonveteran students by 
the institution prior to June 22, 1944. 

For any course of education or training for which the educational 
or training institution involved has no customary cost of tuition, 
fair and reasonable rate of payment for tuition, fees, or other charges 
for such course shall be determined by the Administrator. In any 
case in which one or more contracts providing a rate or rates of tuition 
have been entered into in two successive years, the rate established 


23004°—58 8. Rept., 85-1, vol. 4——7 











4 TERMINATION OF VETERANS’ EDUCATION APPEALS BOARD 


by the most recent contract shall be considered to be the customary 
cost, of tuition notwithstanding the definition of ‘customary cost of 
tuition” as hereinbefore set forth. For the purpose of the preceding 
sentence “contract” shall include contracts under Public Law 16 
(Seventy-eighth Congress, March 24, 1943), Public Law 346 (Seventy- 
eighth Congress, June 22, 1944), or any other agreement in writing 
on. the basis of which tuition payments have been made from the 
Treasury of the United States. If the Administrator finds that any 
institution has no customary cost of tuition he shall forthwith fix and 
pay or cause to be paid a fair and reasonable rate of payment for tui- 
tion, fees, and other charges for the courses offered by such institution, 
Any educational or training institution which is dissatisfied with a 
determination of a rate of payment for tuition, fees, or other charges 
under the foregoing provisions of this paragraph, or with any other 
action of the Administrator under the amendments made by the Vet- 
erans’ Education and Training Amendments of 1950, shall be entitled, 
upon application therefor, to a review of such determination or action 
(including the determination with respect to whether there is a cus- 
tomary cost of tuition) by a board to be known as the ‘Veterans’ 
Education Appeals Board” consisting of three members, appointed by 
the President. Members of the Board shall receive, out of appropria- 
tions available for administrative expenses of the Veterans’ Adminis- 
tration, compensation at the rate of $50 for each day actually spent 
by them in the work of the Board, together with necessary travel and 
subsistence expenses. The Administrator of Veterans’ Affairs shall 
provide for the Board such stenographic, clerical, and other assistance 
and such facilities and services as may be necessary for the discharge 
of its functions. Such Board shall be subject, in respect to hearings, 
appeals, and all other actions and qualifications, to the provisions of 
sections 5 to 11, inclusive, of the Administrative Procedure Act, 
approved June 11, 1946, as amended. The decision of such Board 
with respect to all matters shall constitute the final administrative 
determination. In no event shall the Board fix a rate of payment in 
excess of the maximum amount allowable under the Servicemen’s 
Readjustment Act of 1944, as amended. Nothing contained in these 
amendments shall in any way affect the provisions of the first proviso 
in paragraph 1 of this part VIII, as amended. 

Any institution having a “customary cost of tuition” established 
under this part may revise and improve an existing course (or establish 
a new related course) of substantially the same length and character 
subject to the same customary cost of tuition: Promded, That nothing 
in the foregoing amendments shall be construed to affect adversely 
any legal rights which have accrued prior to the date of enactment of 
the Veterans’ Education and Training Amendments of 1950, or to 
affect payments to educational or training institutions under contracts 
in effect on such date: Provided further, That during negotiations for 
a contract, and during the pendency of any appeal which a school 
may make, the Veterans’ Administration shall continue to make fur- 
ther payments to the school in such amount as the Administrator 
considers to be “fair and reasonable’, but not less than 75 per centum 
of the most recent rate paid to the school. 

Any educational or training institution which has a contract covering 
any period subsequent to August 24, 1949, shall be entitled to a review 
by the Veterans’ Education Appeals Board of the rate of tuition, fees 
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and other charges established in such contract. Application for such 
review must be made within sixty days following the date of enactment 
of the Veterans’ Education and Training Amendments of 1950. 

The Veterans’ Education Appeals Board established by this paragraph 
shall cease to exist sixty days after the date of enactment of this subpara- 
graph, and the records of the Board shall thereupon be transferred to the 
National Archives and Records Service of the General Services Adminis- 
tration, for retention to the extent warranted, or otherwise for disposition 
according to law. The Board shall not receive or act upon any application 
for review filed after the date of enactment of this subparagraph. 


O 
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AUTHORIZING THE SECRETARY OF THE ARMY TO CON- 
VEY CERTAIN LAND TO THE STATE OF CALIFORNIA 
IN EXCHANGE FOR OTHER LAND 


Avaust 16, 1957.—Ordered to be printed 


Mr. Case of South Dakota, from the Committee on Armed Services, 
submitted the following 


REPORT 


(To accompany H. R. 787] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 787) to authorize the exchange of certain lands between the 
United States of America and the State of California, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass, 


PURPOSE OF THE BILL 


The purpose of H. R. 787 is to authorize the Secretary of the Army 
to convey to the State of California 2 parcels aggregating 13.647 acres 
of land, part of the Alameda Administration ae in exchange for 
3 parcels aggregating 20.877 acres of land to be conveyed to the United 
States by the State. This is new legislation. 

Use of the lands 

The lands to be acquired by the United States would be incorporated 
in the Alameda Center. The lands to be conveyed to the State are 
required in connection with the new tube being constructed between 
Oakland and Alameda under the Alameda estuary. 

No money consideration 

H. R. 787 provides that the exchange be effected without payment 
of monetary consideration, subject to specific reservations, rights, and 
easements, together with such other and further terms and conditions 
as may be expressly agreed upon by the parties. 
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BACKGROUND OF ALAMEDA CENTER 


The Alameda Administration Center was established in 1955 under 
the jurisdiction of the Quartermaster General on 99.5 acres of land 
which had been acquired during 1942-48 at a cost of $691,755 and 
developed for depot and storage use at a cost of $11,162,563. Durin 
World War II the lands were the nucleus of the Air Service Comman 
AAF Overseas Transit Depot and the Pacific Overseas Shipping 
Depot, which utilized an area comprising 210.93 acres, including 
leased lands that were relinquished after the installation was inacti- 
vated in 1947. In 1951 the depot was reactivated, and utilized until 
1955, as the Alameda Medical Depot under the jurisdiction of the 
Surgeon General. The 13.647 acres proposed for transfer to the 
State have been used for open storage and to provide access to other 
portions of the center by rail and road. The land was acquired in 
1944, 1945, and 1948 at a prorated cost of $39,198 and has a current 
value unimproved of approximately $173,870. Roads, hard stand, 
rail facilities, fencing, and utilities were constructed at a prorated 
cost of $404,217. 


IMPROVEMENT OF TRAFFIC FACILITIES 


Improvement of traffic facilities through the construction of the 
second underwater crossing of the Alameda estuary is in the public 
interest and will be of direct benefit to the Alameda Administration 
Center. It will further serve to relieve peak-hour traffic congestion, 
thereby directly benefiting employees of the center. 

Grant of easement 

Accordingly, the Department of the Army agreed to make the 
Government-owned lands described in H. R. 787 available to the State 
of California through the grant of an easement under section 7 of the 
act of July 24, 1946 (60 Stat. 643), which has been superseded by the 
act of August 10, 1956 (70A Stat. 150; 10 U. S. C. 2668). A license 
revocable at will by the Secretary of the Army has also been issued to 
the State to permit use of other lands during the construction period. 


Relocation by State 

The State in turn agreed to relocate Government-owned facilities, 
utilities, and improvements from the lands made available for tube 
and roadway purposes and reestablish them in accordance with Army 
requirements. 


Acquisition by State 

In order to provide sufficient area in which to effect the relocation, 
the State of California offered to acquire and donate to the United 
States, the 20.877 acres of land, valued at $181,872, described in 
section 3 of the bill. 


STATE NEED FOR FEE TITLE 


The requirements of the Department of the Army can be met under 
existing legislation through the acceptance of the donation of land 
from the State under the authority of the act of July 17, 1953, as 
extended (67 Stat. 177; 70 Stat. 325). However, the committee is 
sympathetic to the desire of the State to obtain fee title to the property 
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for which it has a long-range requirement in connection with the under- 
water tube. 
Previous legislation 

The act of July 14, 1956 (Public Law 710, 84th Cong., 70 Stat. 540), 
provided authority for a similar exchange of lands between the Secre- 
tary of the Navy and the State at the adjacent United States naval 
air station supply annex. 

FISCAL DATA 


Enactment into law of this measure will not involve the expenditure 
of any Federal funds. 
DEPARTMENTAL DATA 


Neither the Department of the Army, on behalf of the Department 
of Defense, nor the Bureau of the Budget, interpose any objection to 
the enactment of this measure, as is indicated by the letter from 
Secretary of the Army Wilber M. Brucker, dated April 1, 1957, which 
is set out below and made a part of this report. 


Aprit 1, 1957, 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. CuarrMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to H. R. 787, 85th Congress, a bill to authorize the exchange 
of certain lands between the United States of America and the State 
of California. The Secretary of Defense has delegated to the Depart- 
ment of the Army the responsibility for expressing the views of the 
Department of Defense thereon. 

The purpose of the bill is to authorize the Secretary of the Army 
to convey to the State of California 2 parcels aggregating 13.647 acres 
of land, part of the Alameda Administration Center, in exchange for 
3 parcels aggregating 20.877 acres of land. The lands to be acquired 
by the United States would be incorporated in the Alameda center. 
The lands to be conveyed to the State are required in connection with 
the new tube being constructed between Oakland and Alameda under 
the Alameda estuary. H. R. 787 provides that the exchange be 
effected without payment of monetary consideration, subject to 
specific reservations, rights, and easements together with such other 
and further terms and conditions as may be expressly agreed upon 
by the parties. 

The Department of the Army, on behalf of the Department of 
Defense, is not opposed to the enactment of this measure. 

The Alameda Administration Center was established in 1955 under 
the jurisdiction of the Quartermaster General on 99.5 acres of land 
which had been acquired during 1942-48 at a cost of $691,755 and 
developed for depot and storage use at a cost of $11,162,563. Durin 
World War II the lands were the nucleus of the Air Service Comman 
AAF Overseas Transit Depot and the Pacific Overseas Shipping 
Depot, which utilized an area comprising 210.93 acres, including 
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leased lands that were relinquished after the installation was inacti- 
vated in 1947. In 1951 the depot was reactivated, and utilized until 
1955, as the Alameda Medical Depot under the jurisdiction of the 
Surgeon General. The 13.647 acres proposed for transfer to the State 
have been used for open storage and to provide access to other portions 
of the center by rail and road. The land was acquired in 1944, 1945, 
and 1948 at a prorated cost of $39,198 and has a current value unim- 
proved of approximately $173,870. Roads, hardstand, rail facilities, 
fencing, and utilities were constructed at a prorated cost of $404,217. 

Improvement of traffic facilities though the construction of the 
second underwater crossing of the Alameda estuary is in the public 
interest and will be of direct benefit to the Alameda Administration 
Center. It will further serve to relieve peak hour traffic congestion, 
thereby directly benefiting employees of the center. Accordingly, the 
Department of the Army agreed to make the Government-owned 
lands described in H. R. 787 available to the State of California 
through the grant of an easement under section 7 of the act of July 24, 
1946 (60 Stat. 643), which has been superseded by the act of August 
10, 1956 (70A Stat. 150, 10 U. S. C. 2668). A license revocable at 
will by the Secretary of the Army has also been issued to the State to 
permit use of other lands during the construction period. The State 
in turn agreed to relocate Government-owned facilities, utilities, and 
improvements from the lands made available for tube and roadway. 
purposes and reestablish them in accordance with Army requirements 
In order to provide sufficient area in which to effect the relocation, 
the State of California offered to acquire and donate to the United 
States the 20.877 acres of land, valued at $181,872, described in 
section 3 of the bill. 

The requirements of the Department of the Army can be met under 
existing legislation through the acceptance of the donation of land 
from the State under the authority of the act of July 17, 1953, as 
extended (67 Stat. 177; 70 Stat. 325). However, the Department is 
sympathetic to the desire of the State to obtain fee title to the property 
for which it has a long-range requirement in connection with the 
underwater tube. The act of July 14, 1956 (Public Law 710, 84th 
Cong. 70 Stat. 540), provided authority for a similar exchange of 
lands between the Secretary of the Navy and the State at the adjacent 
United States Naval Air Station Supply Annex. 

Since the State has undertaken the relocation of facilities in accord- 
ance with its agreement, and the bill provides for the conveyance to 
contain “such other and further terms and conditions as may be ex- 
pressly agreed upon,” the inclusion in the legislation of specific condi- 
tions concerning the relocation of facilities is not considered essential. 
Reservations set forth in the bill will provide adequately for access 
required by the Department of the Army to the Alameda Administra- 
tion Center. The discrepancies referred to in letter dated August 23, 
1956, from Mr. Frank B. Durkee, director, Department of Public 
Works of the State of California, forwarded to the Department of the 
Army with your letter of August 29, 1956, have been resolved and 
H. R. 787 drafted to reflect that resolution. 

The enactment of this measure will not involve the expenditure 
of any Department of Defense funds. 
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This report has been coordinated within the Department of Defense 
in accordance with prereran cage by the Secretary of Defense. 
The Bureau of the Budget has advised that there is no objection 
to the submission of this report; 
Sincerely yours, 
Wizser M. Brucker, 
0 Secretary of the Army. 
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PROVIDING FOR THE CONVEYANCE OF ESLER FIELD TO 
THE PARISH OF RAPIDES, LA. 


Avaust 16, 1957.—Ordered to be printed 


Mr. Stennis, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 2816] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 2816) to provide for the conveyance of Esler Field, La., to the 
arish of Rapides in the State of Louisiana, and for other purposes, 
Selale considered the same, report favorably thereon without amend- 
ment and recommend that the bil do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize the Secretary of the Army 
to convey to the parish of Rapides, La., title to Esler Field, La., with- 
out monetary consideration therefor, but upon condition that it be 
used as a public airport and that if the parish ceases to so utilize the 

roperty for a period of 2 successive years title shall revert to the 

nited States. The conveyance would also be made subject to the 
reservation by the United States of all mineral rights, including oil 
and gas; the right of reentry and use by the United States in the event 
of need therefor during a national emergency; and such other reserva- 
tions, restrictions, terms, and conditions as the Secretary determines 
to be necessary to properly protect the interests of the United States 
Section 4 of the bill would amend the act of May 14, 1956 (70 Stat. 
156), which authorizes the conveyance of Esler Field and two other 
military reservations to the State of Louisiana for National Guard 
use, by deleting Esler Field from the scope thereof. 


EXPLANATION OF THE BILL 


The Beauregard National Guard target range, near Alexandria, 
La., was established by the War Department during the period 
1928-31 by the acquisition of 8,298.86 acres for an artillery range, 
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305.83 acres for a rifle range, and 161.60 acres for the expansion of 
National Guard training facilities at the 260-acre State-owned Camp 
Beauregard adjoining the 161.60-acre tract and the rifle range. In 
1941-42, the lands comprising the Beauregard National Guard target 
range provided the basis for the establishment of Esler Field, Camp 
Beauregard and Camp Livingston as three separate, but closely inte- 
grated installations. An area comprising 1,595.47 of the 8,298.86 
acres required for the target range was used for the nucleus of Esler 
Army Airfield. In addition, the War Department acquired 395.96 
arces of land and adapted and developed the entire 1,991.43 acres 
for military airfield use at a cost of approximately $3,290,000. In 
1944, avigation easements over 382.18 acres of land adjoining the 
airfield were acquired in order to eliminate flight hazards. Early in 
1946, the entire installation was reported to the War Assets Adminis- 
tration for disposition as surplus property. However, late in 1946, 
the property was withdrawn from surplus by the War Department 
and the National Guard of Louisiana has used it since 1947 for the 
training and support of the National Guard, including storage of 
supplies and equipment. In addition the National Guard of Louis- 
iana has been using the adjacent Camp Beauregard since 1947 and 
Camp Livingston since 1948 under successive licenses for terms of 5 
years each. 

The bill will permit the continued use of Esler Field by transient 
military aircraft without charge, by military aircraft during maneu- 
vers in Louisiana and by the Louisiana National Guard. The De- 
partment of the Army is of the opinion that the development of 
Esler Field as a public airport would d not be incompatible with the 
continued use of the field by the active Army or for the training and 
support of the Louisiana National Guard. 

he bill further provides for a reverter to the United States for the 
breach of any of the terms and conditions of the donation and, there- 
fore, should the parish of Rapides, La., fail to use Esler Field as a 
public airport, the field would revert to the United States Govern- 
ment. 

The land comprising Esler Field has an estimated valuation at 
this time of $42,000 and the improvements thereon are estimated to 
be valued at $30,000. 

The act of May 14, 1956 (70 Stat. 156), authorized the Secretary 
of the Army, if he determines that the real property comprising Cam 
Livingston, Camp Beauregard, and Esler Field, or any part thereof, 
is available for conveyance to the State of Louisiana for the training 
and support of the National Guard, to convey such property to the 
State of Louisiana by quitclaim deed, without monetary considera- 
tion therefor, but upon condition that it shall be used for the afore- 
said purposes. In the meantime, pending legislative action on H. R. 
2816, the Secretary of the Army is taking no further action to convey 
the property to the State of Louisiana. 


NEED FOR THE LEGISLATION 


Early in World War II the city of Alexandria, parish of Rapides, 
La., donated its public airport to the United States Government for 
use as an Army Air Corps base. Since the close of World War II 
this base has been made into a permanent Air Force installation and 
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is now known as England Air Force Base. Since World War II the 
city of Alexandria has been allowed to use the field for commercial 
aviation. However, this arrangement has been highly unsatisfactory. 
Not oaly is the base crowded with jet aircraft, but with commercial 
planes landing on the base the safety hazard has increased. Further- 
more additional commercial lines serving central Louisiana are reluc- 
tant to come into this area because of unsatisfactory operating 
conditions. 
COST AND BUDGET DATA 


The enactment of the bill would have no apparent effect on the 
budgetary requirements of the Department of Defense and the Bureau 
of the Budget interposes no objection. The Department letter 
follows: 

JUNE 28, 1957. 


Hon. Cart VINson, 
Chairman, Committee on Armed Forces, 
House of Representatives. 

Dear Mr. CuatrMan: Reference is made to letter from this Depart- 
ment dated March 5, 1957, in response to your request to the Secretary 
of Defense for the views of the Department of Defense with respect to 
H. R. 2816, 85th Congress, a bill to provide for the conveyance of 
Esler Field, La., to the parish of Rapides in the State of Louisiana, 
and for other purposes. The Secretary of Defense has delegated to 
the Department of the Army the responsibility for expressing the 
views of the Department of Defense thereon. 

The purpose of the bill is to authorize the Secretary of the Army 
to convey to the parish of Rapides, La., title to Esler Field, La., 
without monetary consideration therefor, but upon condition that it 
be used as a public airport and that if the parish ceases to so utilize 
the property for a period of 2 successive years title shall revert to the 
United States. The conveyance would also be made subject to the 
reservation by the United States of all mineral rights, including oil 
and gas; the right of reentry and use by the United States in the event 
of need therefor during a national emergency; and such other reserva- 
tions, restrictions, terms, and conditions as the Secretary determines 
to be necessary to properly protect the interests of the United States. 
Section 4 of the bill would amend the act of May 14, 1956 (70 Stat. 
156), which authorizes the conveyance of Esler Field and two other 
military reservations to the State of Louisiana for National Guard 
use, by deleting Esler Field from the scope thereof. 

The Department of the Army on behalf of the Department of 
Defense is not opposed to the enactment of this measure provided 
the bill is amended in the manner set forth in this report. 

The Beauregard National Guard target range, near Alexandria, 
La., was established by the War Department during the period 
1928-31 by the acquisition of 8,298.86 acres for an artillery range, 
305.83 acres for a rifle range, and 161.60 acres for the expansion of 
National Guard training facilities at the 260-acre State-owned Camp 
Beauregard adjoining the 161.60-acre tract and the rifle range. In 
1941-42, the lands comprising the Beauregard National Guard target 
range provided the basis for the establishment of Esler Field, Camp 
Beauregard and Camp Livingston as three separate, but closely inte- 
grated installations. An area comprising 1,595.47 of the 8,298.86 
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acres acquired for the target range was used for the nucleus of Esler 
Army Airfield. In addition, the War Department acquired 395.96 
acres of land and adapted and developed the entire 1,991.43 acres for 
military airfield use at a cost of approximately $3,290,000. In 1944 
avigation easements over 382.18 acres of land adjoining the airfield 
were acquired in order to eliminate flight hazards. Early in 1946, the 
entire installation was reported to the War Assets Administration 
for disposition as surplus property. However, late in 1946, the 

roperty was withdrawn from surplus by the War Department, and the 

National Guard of Louisiana has used it since 1947 for the trainin 
ka support of the National Guard, including storage of supplies an 
equipment. In addition the National Guard of Louisiana has been 
using the adjacent Camp Beauergard since 1947 and Camp Livingston 
since 1948 under successive licenses for terms of 5 years each. 

Esler Field is located within an area, of which Fort Polk is the 
nucleus, embracing approximately 6,100,000 acres of Government- 
owned and privately owned lands used in connection with Exercise 
Sage Brush during November and December 1955. Similar exercises 
are planned during the next 13 years and the continued use of Esler 
Field for this purpose is manned ne 

The act of May 14, 1956 (70 Stat. 156), authorized the Secretary 
of the Army, if he determines that the real property comprising Cam 
Livingston, Camp Beauregard, and Esler Field, or any part thereof, 
is available for conveyance to the State of Louisiana for the training 
and support of the National Guard, to convey such property to the 
State of Louisiana by quitclaim deed, without monetary consideration 
therefor, but upon condition that it shall be used for the aforesaid 
purposes. In the meantime, pending legislative action on H. R. 2816, 
the Secretary of the Army will take no further action to convey the 
property to the State of Louisiana. 

It is the opinion of the Department of the Army that the develop- 
ment of Esler Field as a public airport would not be incompatible with 
the continued use of the field by the active Army durimg maneuver 
periods and for the training and support of the Louisiana National 
Guard. However, in order to assure that the continuing military re- 
quirements are satisfied, it is recommended that the bill, H. R. 2816, 
be amended by— 

(1) Deleting the period at the end of line 7, page 3, and inserting a 
comma, 

(2) Deleting lines 11 through 16, page 3; and 

(3) Adding the following at the end of line 7, page 3: 

“including (a) the use of the airport by transient military aircraft 
without charge; (b) the use of the airport by military aircraft 
without charge during periods of maneuvers in Louisiana; and (c) 
the continued use, without charge, of space required by the 
Louisiana National Guard. 

““(3) Provide for a reverter to the United States at the election 
of the Secretary of the Army, for the breach of any of the terms 
and conditions by the parish of Rapides, its successors and 
assigns.” 

In view of the responsibility of the Civil Aeronautics Administration 
to plan the national development of public airports under the Federal 
Airport Act of 1946 (60 Stat. 170), the committee may also desire to 
obtain the comments of the Secretary of Commerce. Attention in 
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this connection is invited to section 16 of that act, which authorizes 
the Administrator of Civil Aeronautics to determine that any land 
controlled by the United States is reasonably necessary for carrying 
out a project under the act, or for the operation of any public airport, 
and to file a request for the conveyance of the property involved. 
Under these procedures, if the Administrator of Civil Aeronautics so 
determines and requests, the Secretary of Defense is authorized and 
directed, with the approval of the President and the Attorney General 
of the United States, to make the conveyance if he finds it not incon- 
sistent with the needs of the Department. The conveyance sought 
to be authorized by H. R. 2816 might therefore be accomplished 
under existing legislation if the criteria established by the Federal 
Airport Act of 1946 are met. 
he fiscal effect of this measure cannot be readily ascertained at 

this time; however, if amended in the manner recommended in this 
report, the bill will have no apparent effect on the budgetary require- 
ments of the Department of Defense. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

Inasmuch as the committee has requested that the report be 
expedited, it is submitted without a determination by the Bureau of 
the Budget as to whether or not it conforms to the program of the 
President. As soon as such advice is received it will be forwarded 
to your committee. 

Sincerely yours, 
Witser M. Brucker, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of Rule XXIX of the Standing 
Rules of the Senate, there is herewith printed in parallel columns the 
text of the provisions of existing law which would be amended or re- 
pealed by this legislation: 


Existine Law Tue Bru 
(Public Law 521, 84th Cong.) 


SECTION 1 


That the Secretary of the Army 
is authorized and directed, if he 
determines that the real property 
comprising Camp Livingston, 
Camp Beauregard, and Esler Field 
or any part thereof, is available 
for conveyance to the State of 
Louisiana for the training and 
support of the National Guard of 
Louisiana, to convey all the right, 
title, and interest of the United 
States in such property, together 
with improvements thereon and 
appurtenances thereunto belong- 


That, subject to sections 2 and 
3, the Secretary of the Army shall 
convey, without monetary consid- 
eration, to the parish of Rapides 
in the State of Louisiana, all the 
right, title and interest of the 
United States in and to the real 
property comprising Esler Field, 
Louisiana, described as a tract of 
land situated in the parish of 
Rapides, State of Louisiana, — 
part of sections 21, 22, and 24 an 
part of fractional sections 23 and 
38, township 5 north, range 2 east 
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Existine Law 


ing, to the State of Louisiana by 
quitclaim deed, without monetary 
consideration therefor, but upon 
condition that it shall be used for 
the aforesaid purposes and if such 
real property shall ever cease to be 
used for such purposes, all the 
right, title, and interest in and to 
such real property shall revert to 
and become the property of the 
United States which shall have 
the immediate right of entry there- 
on, and to be further subject to 
the reservation by the United 
States of all mineral rights, includ- 
ing oil and gas; the right of reentry 
and use by the United States in 
the event of need therefor during 
a national emergency; and such 
other reservations, restrictions, 
terms, and conditions as the Sec- 
retary determines to be necessary 
to properly protect the interests of 
the United States. 


Tue Buu 


of the Louisiana, meridian, and be- 
ing more particularly described as 
follows: 

Beginning at the southwest cor- 
ner of said fractional section 23; 
thence north along the west line of 
said fractional section 23 and the 
west line of said section 22 to the 
west quarter corner thereof; thence 
east along the east and west quar- 
ter line of said section 22 and the 
east and west quarter line of said 
section 21 to the east quarter cor- 
ner of said section 21; thence south 
along the east line of said section 
21 and the east line of said section 
24 to the southeast corner thereof; 
thence west along the south line of 
said section 24 and the south line 
of said fractional section 23 to its 
intersection with the east line of 
said fractional section 38; thence 
in the southeasterly direction along 
the east line of said fractional sec- 
tion 38 to a point on the north 
bank of Bayou Flagon; thence in 
a general westerly direction along 
said north bank of Bayou Flagon 
to its intersection with the west 
line of said fractional section 38; 
thence in a northwesterly direction 
along said west line of fractinoal 
section 38 to a point on the afore- 
said south line of fractional section 
23; thence west along the south 
line of said fractional section 23 to 
the point of beginning, containing 
1,991.43 acres, more or less, to- 
gether with all improvements 
thereon and appurtenances there- 
unto belonging. 

Sec. 2. The conveyance author- 
ized by this Act shall— 

(1) reserve to the United 

States all mineral rights, includ- 

ing gas and oil, in the property 

authorized to be conveyed by 
this Act; and 

(2) contain such other reser- 
vations, restrictions, terms, and 
conditions as the Secretary of 
the Army determines to be nec- 
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Existine Law Tae Buu 


essary to properly protect the 

interests of the United States. 

Sec. 3. The conveyance author- 
ized by this Act shall be upon con- 
dition that— 

(1) such property shall be 
used as a public airport, and, if 
the parish of Rapides in the 
State of Louisiana, shall cease to 
use such property as a public 
airport for a period of two suc- 
cessive years, or more, then all 
the right, title, and interest in 
and to such real property shall 
revert to and become the prop- 
erty to the United States which 
shall have the immediate right 
of reentry thereon; and 
(2) whenever the Congress of 
the United States declares a 
state of war or other national 
emergency, or the President 
declares a state of emergency, 
and upon the determination by 
the Secretary of Defense that 
the property conveyed under 
this Act is useful or necessary 
for military, air, or naval pur- 
poses, or in the interest of 
national defense, the United 
States shall have the right, with- 
out obligation to make payment 
of any kind, or reenter upon the 
property and use the same or 
any part thereof, including any 
and all improvements made 
thereon by the parish of Rapides, 
for the duration of such state of 
war or of such emergency. Upon 
the termination of such state of 
war or of such emergency, plus 
six months, such property shall 
revert to the parish of Rapides. 
Src. 4. The first section of the 

Act entitled “An Act to provide 
for the conveyance of Camp Liv- 
ingston, Camp Beauregard, and 
Esler Field, Louisiana, to the 
State of Louisiana, and for other 
purposes’, approved May 14, 1956 
(70 Stat. 156; Public Law Num- 


23004°—58 8. Rept., 85-1, vol. 4——8 
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Existinc Law Tre Birt 


bered 521, Eighty-fourth Congress) 
is amended by striking out “Cam 

Livingston, Camp Beauregar 

and Esler Field, Louisiana’’ and 
inserting in lieu thereof aoe 
Livingston and Camp Beauregard, 
Louisiana”, 


O 
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AUTHORIZING CONVEYANCE OF CERTAIN ACCESS 
RIGHTS, BROOKLYN NAVAL SHIPYARD, TO CITY OF 
NEW YORK 


Avaust 16, 1957.—Ordered to be printed 


Mr. Jackson, from the Committee on Armed Services, submitted 
the following 


REPORT 
[To accompany H. R, 3025] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 3025) to authorize the Secretary of the Navy to surrender and 
convey to the city of New York certain rights ob access in and to 
Marshall, John, and Little Streets adjacent to the New York Naval 
Shipyard, Brooklyn, N. Y., and for other purposes, having considered 
the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this proposed legislation is to authorize the con- 
veyance to the city of New York of the right of access to certain 
streets adjacent to the New York Naval Shipyard, Brooklyn, N. Y. 
In consideration for the conveyance the United States is to receive a 
parcel of land and improvements thereto in the immediate area which 
would be incorporated into an integral part of the shipyard. 


BACKGROUND OF THE BILL 


The Hudson Avenue generating plant of the Consolidated Edison 
Co. is located on the west side of the New York Naval Shipyard and 
is separated from the shipyard by Little Street. The plant is bounded 
on the north and south, respectively, by Marshall and John Streets, 
both of which streets run dead end into the west wall of the shipyard. 
West Street runs parallel with Little Street and is within the shipyard, 
forming a passageway between the west yard wall and building No, 18, 
At the present time, the passageway along the northern portion of 
building No. 18 is too narrow to permit automobiles or trucks to 
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pass each other, resulting in a substantial handicap to the flow of 
traffic to and from the piers in the northwest section of the shipyard. 


Consolidated Edison expansion 

The Consolidated Edison Co. desires to expand its plant site by 
the acquisition of those portions of Marshall, Little, and John Streets 
which are contiguous to the site. Accordingly, it has reached an 
agreement with the city of New York whereby, subject to agreement 
by the United States, the city will for a momentary consideration, 
release to the company the city’s present rights in these street areas 
and further will acquire fee title to these areas and convey the same 
to the company. 


Agreement with Navy 

An agreement has also been reached between the Consolidated 
Edison Co. and district naval authorities whereby it is contemplated 
that if the United States will release to the city of New York its right 
of access to and from the street areas involved, the company will 
(1) convey to the United States fee-simple title to a triangular-shaped 
parcel of land containing approximately 598 square feet at the junc- 
tion of Marshall and Little Streets; (2) remove and reconstruct at 
its own expense that portion of the shipyard fence necessary to in- 
corporate the parcel as an integral part of the shipyard area; and 
(3) at its own expense cause the necessary construction to be done 
which is required for widening and grading the existing passageway 
along the northern portion of building No. 18. 


Effect on operation of navy yard 

The gate which must necessarily be closed if the above agreements 
are carried out will in nowise affect the operation of the yard. It was 
constructed primarily for the convenience of the employees living 
in the area during the peak of activity during World War II and is 
no longer used. The improvement in traffic conditions within the 
shipyard, which would result in the widening of West Street, which 
will be performed by Consolidated Edison at a cost of approximately 
$26,000, will considerably outweigh any possible disadvantage which 
might result from the waiver of the rights of the shipyard’s rights of 
access at the location. 


Consideration for conveyance 

No monetary consideration can be assigned to the Government’s 
right of access, but the estimated value of the land to be transferred 
to the Government is $2,400. 


COMMITTEE POSITION 


The Committee on Armed Services is of the view that not only will 
the naval shipyard not be adversely affected by this bill but will 
actually benefit. 

FISCAL DATA 


Enactment into law of this measure will not involve any expenditure 
of Federal funds. 
DEPARTMENTAL DATA 


This bill is part of the legislative program for the Department of 
Defense for fiscal year 1957, as is evidenced by letter dated January 8, 
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1957, from Acting Secretary of the Navy Gates which is set out below 
and is made a part of this report. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., January 8, 1957; 
Hon. Sam Raysurn, 


Speaker of the House of Representatives, 
Washington, D. C. 

My Dear Mr. Speaker: There is enclosed:a draft of proposed 
legislation to authorize the Secretary of the Navy to surrender and 
convey to the city of New York certain rights of access in and to 
Marshall, John, and Little Streets adjacent to the New York Naval 
Shipyard, Brooklyn, N. Y., and for other purposes. 

This proposal is a part of the Department of Defense legislative 
program for 1957, and the Bureau of the Budget has advised that there 
is no objection to the presentation of this proposal for the consideration 
of the Congress. The Department of the Navy has been designated as 
the representative of the Department of Defense for this legislation. 
It is recommended that this proposal be enacted by the Congress, 


PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to authorize the convey- 
ance to the city of New York the right of access to certain streets 
adjacent to the New York Naval Shipyard, Brooklyn, N. Y. In 
consideration, the United States would receive a small parcel of land 
which would be incorporated as an integral part of the aforementioned 
shipyard. 

The Hudson Avenue generating plant of the Consolidated Edison 
Co. is located on the west side of the New York Naval Shipyard and 
is separated from the shipyard by Little Street. The plant is bounded 
on the north and south, respectively, by Marshall and John Streets, 
both of which streets run dead end into the west wall of the shipyard. 
West Street runs parallel with Little Street and is within the ship- 
yard, forming a passageway between the west yard wall and building 
No. 18. At the present time, the passageway along the northern por- 
tion of building No. 18 is too narrow to permit automobiles or trucks 
to pass each other, resulting in-a substantial handicap to the flow of 
traffic to and from the piers in the northwest section of the shipyard. 

The Consolidated Edison Co. desires to expand its plant site by the 
acquisition of those portions of Marshall, Little, and John Streets 
which are contiguous to the site. Accordingly, it has reached a ten- 
tative agreement with the city of New York whereby, subject to agree- 
ment by the United States, the city will, for a monetary considera- 
tion, release to the company the city’s present rights in these street 
areas and further will acquire fee title to these areas and convey the 
same to the company. 

Tentative agreement has also been reached between the Consoli- 
dated Edison Co. and district naval authorities whereby it is con- 
templated that if the United States will release to the city of New 
York its right of access to and from the street areas involved, the 
company will (1) convey to the United States fee-simple title to a 
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traingular-shaped parcel of land containing approximately 598 square 
feet, at the junction of Marshall and Little Streets; (2). remove and 
reconstruct at its own expense that portion of the shipyard fence 
necessary to incorporate the parcel as an integral part of the shipyard 
area; and (3) at-its own expense cause. the necessary construction to 
be done which is required for widening and grading the existing pas- 
sageway along the northern portion of building No. 18. 

t is considered that this proposed exchange of property rights will 
be in the Government’s interest. The improvement in traffic condi- 
tions within the shipyard, which would result from the widening of 
West Street, will considerably outweigh any possible disadvantage 
which might result from any waiver of the shipyard’s right of access 
to Little Street at the location involved. Inasmuch as there is no 
existing authority of law whereby this exchange may be effected, 
legislation is considered necessary. 


LEGISLATIVE REFERENCES 


This proposal was submitted to the 84th Congress on June 11, 1956, 
as a part of the Department of Defense legislative program for 1956, 
but was not introduced. 


COST AND BUDGET DATA 


The enactment of this proposed legislation would cause no apparent 
increase in budgetary requirements, 


Sincerely yours, 
Tuomas S. Garess, Jr., 
Acting Secretary of the Navy. 


0 
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AUTHORIZING AN EXCHANGE OF LANDS BETWEEN THE 
UNITED STATES AND PUERTO RICO 


Aveust 16, 1957.—Ordered to be printed 


Mr. Srenn1s, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 3246] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 3246) to authorize the exchange of lands at. the United States 
Naval Station, San Juan, P. R., between the Commonwealth of 
Puerto Rico and the United States of America, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass: 


PURPOSE OF THE BILL 


The proposed legislation would authorize the Secretary of the 
Navy to convey to the Commonwealth of Puerto Rico 4 unimproved 
parcels of land consisting, respectively, of 3.18, acres, 2.31 acres, 
0.25 acre, and 0.01 acre in consideration of the conveyance by the 
Commonwealth of Puerto Rico to the United States of 2 parcels of 
unimproved land consisting of 1.05 acres and 0.07 acre. All the lands 

roposed to be transferred are located adjacent to or near the United 
tates Naval Station, San Juan, P. R. 


RIGHT OF PUERTO RICO TO REVERSION 


Pursuant to an act of the Legislative Assembly of Puerto Rico 
dated April 9, 1939, Puerto Rico, by deed dated November 7, 1939, 
conveyed to the United States of America a tract of land at San Juan 
containing 293.24 acres. The act provides that in the event the 
United States fails to establish a naval airbase upon the above lands 
within 2 years from the date of conveyance, or if, after establishing a 
naval airbase, the United States discontinues and abandons the use of 
these lands for naval purposes, title thereto would revert to and revest 
in Puerto Rico upon written demand of the Governor filed with the 
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Secretary of the Navy of the United States. All of the above-mene 
tioned tracts of land except the 2 parcels containing, respectively, 1.05 
acres and 0.07 acre to be conveyed to the United States of America 
and the 3 parcels consisting, respectively, of 2.31 acres, 0.25 acre, and 
0.01 acre to revert to the Commonwealth of Puerto Rico is enclosed 
by a fence and is used in connection with the naval station at San 
Juan, P. R. The 3.18 acres of Navy land to be conveyed to the 
Commonwealth is also outside the fenced-in portion of the station. 


NONUSE OF LAND AND ALTERNATIVE AGREEMENT 


In view of the fact that all of these lands except the 3.18-acre parcel 
have been used for access purposes only, the Governor of Puerto Rico 
by letter to the Secretary of the Navy dated May 8, 1950, request 
that title to these parcels of land be reverted to and revested in the 
Commonwealth of Puerto Rico in accordance with the provisions of 
the act referred to above. However, subsequent to this request the 
Governor of Puerto Rico proposed the exchange of lands between 
Puerto Rico and the United States described above in order to establish 
and adjust the boundaries of the lands owned by the United States 
and the Commonwealth of Puerto Rico in the vicinity of the station 
and to permit the correction of the existing traffic layout at the 
entrance of the naval station. 


SECURITY PROBLEM 


On the land to be transferred to the United States, individuals 
have built very poor structures having no sanitary facilities and have 
attempted to tap the station’s water mains. ‘This, in addition to 
constituting a nuisance to the station, creates a security problem. 
For these additional reasons, it is deemed most desirable that this 
land be under the control of the Department of the Navy. 


VALUE OF PUERTO RICO LAND 


The two parcels to be transferred to the United States are un- 
improved and their appraised values are $56,217.51 and $9,634.45, 
respectively, totaling $65,851.96. 


VALUE OF UNITED STATES LAND 


In exchange for the lands to be transferred to the United States, it 
is proposed to convey to the Commonwealth a 3.18-acre parcel of land 
valued at $71,809.81, a 2.31-acre parcel of land valued at $123,678.08 
a 0.25-acre parcel of land valued at $13,385.12, and a 0.01-acre parcel 
of land valued at $535.40, a totaling $209,408.41. These last three 
parcels, however, are lands which would be subject to reversion for 
nonuser by the United States in accordance with the above-mentioned 
act of the Legislative Assembly of Puerto Rico. Hence, except to 
confirm this reversion, there is no need to include them in establishing 
the dollar value of the exchange proposed in the draft bill. Giving 
effect to this fact results in an exchange on a dollar-for-dollar basis 
wherein the United States conveys land valued at $71,809.81 in return 
for the conveyance to the United States of land valued at $65,851.96; 
in addition to which the government of Puerto Rico has agreed to 
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assume the financial responsibility for the correction and improve- 
ment of the traffic conditions at the entrance to the naval station 
which will, in general, include the construction of sidewalks and pave- 
ment, relocation of existing fences, sentry booth, provision of a parking 
area for vehicles of naval station personnel, and construction of isles 
to channel traffic. 


LACK OF FUTURE NEED FOR UNITED STATES LAND 


Inasmuch as there is no present or foreseeable future naval need 
for the property to be transferred by the United States and the 
United States will acquire fee-simple title to the two tracts required to 
provide an access road from the naval station, it is considered that 
the proposed exchange is both beneficial and desirable. 


FISCAL DATA 


Enactment into law of this measure will not involve the expenditure 
of any Federal funds. 
DEPARTMENTAL DATA 


Neither the Department of the Navy, on behalf of the Department 
of Defense, nor the Bureau of the Budget interposes any objection to 
H. R. 3246, as is evidenced by the letter dated January 8, 1957, 
signed by Hon. Thomas S. Gates, Jr., Acting Secretary of the Navy, 
which is set out below and made a part of this report. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., January 8, 1957. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington 25, D. C. 

My Dear Mr. Spraxer: There is enclosed a draft of proposed 
legislation to authorize the exchange of lands at the United States 
Naval Station, San Juan, P. R., between the Commonwealth of Puerto 
Rico and the United States of America. 

This proposal is part of the Department of Defense legislative pro- 
gram for 1957 and the Bureau of the Budget has advised that there 
is no objection to the presentation of this proposal for the consideration 
of the Congress. The Department of the Navy has been designated 
as the representative of the Department of Defense for this legisla- 
tion. It is recommended that this proposal be enacted by the Con- 


gress. 
PURPOSE OF THE LEGISLATION 


The proposed legislation would authorize the Secretary of the Na 

to convey to the Commonwealth of Puerto Rico 4 unimproved parcels 
of land consisting, respectively, of 3.18 acres, 2.31 acres, 0.25 acre, 
and 0.01 acre in consideration of the conveyance by the Common- 
wealth of Puerto Rico to the United States of 2 parcels of unimproved 
land consisting of 1.05 acres and 0.07 acre. All the lands proposed to 
be transferred are located adjacent to or near the United States naval 
station, San Juan, P. R. 
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Pursuant to an act of the Legislative Assembly of Puerto Rico 
dated April 9, 1939, Puerto Rico, by deed dated November 7, 1939, 
conveyed to the United States of America a tract of land at San Juan 
containing 293.24 acres. The act provides that in the event the 
United States fails to establish a naval airbase upon the above lands 
within 2 years from the date of conveyance, or if, after establishing a 
naval airbase, the United States discontinues and abandons the use 
of these lands for naval purposes, title thereto would revert to and 
revest in Puerto Rico upon written demand of the Governor filed with 
the Secretary of the Navy of the United States. All of the above- 
mentioned tract of land except the 2 parcels containing, respectively, 
1.05 acres and 0.07 acre to be conveyed to the United States of 
America and the 3 parcels consisting, respectively, of 2.31 acres, 0.25 
acre, and 0.01 acre to revert to the Commonwealth of Puerto Rico, 
is enclosed by a fence and is used in connection with the naval station 
at San Juan, P. R. The 3.18 acres of Navy land to be conveyed to 
the Commonwealth is also outside the fenced-in portion of the station. 

In view of the fact that all of these lands except the 3.18-acre parcel 
have been used for access purposes only, the Governor of Puerto Rico, 
by letter to the Secretary of the Navy dated May 8, 1950, requested 
that title of these parcels of land be reverted to and revested in the 
Commonwealth of Puerto Rico in accordance with the provisions of 
the act referred to above. However, subsequent to this request, the 
Governor of Puerto Rico proposed the exchange of lands between 
Puerto Rico and the United States described above in order to estab- 
lish and adjust the boundaries of the lands owned by the United 
States and the Commonwealth of Puerto Rico in the vicinity of the 
station and to permit the correction of the existing traffic layout 
at the entrance of the naval station. 

On the land to be transferred to the United States, individuals 
have built very poor structures having no sanitary facilities and have 
attempted to tap the station’s water mains. ‘This, in addition to 
constituting a nuisance to the station, creates a security problem. 
For these additional reasons, it is deemed most desirable that this 
land be under the control of the Department of the Navy. 

The two parcels to be transferred to the United States are unim- 
proved and their appraisal values are $56,217.51 and $9,634.45, 
respectively, totaling $65,851.96. 

In exchange for the lands to be transferred to the United States, it 
is proposed to convey to the Commonwealth a 3.18-acre parcel of 
land valued at $71,809.81, a 2.3l-acre parcel of land valued at 
$123,678.08, a 0.25-acre parcel of land valued at $13,385.12, and a 
0.0l-acre parcel of land valued at $535.40, totaling $209,408.41. 
These last three parcels, however, are lands which would be subject 
to reversion for nonuser by the United States in accordance with the 
above-mentioned act of the Legislative Assembly of Puerto Rico. 
Hence, except to confirm. this reversion, there is no need to include 
them in establishing the dollar value of the exchange proposed in the 
draft bill. Giving effect to this fact results in an exchange on a 
dollar-for-dollar basis wherein the United States conveys land valued 
at $71,809.81 in return for the conveyance to the United States of 
land valued at $65,851.96; in addition to which the government of 
Puerto Rico has agreed to assume the financial responsibility for the 
correction and improvement of the traffic conditions at the entrance 
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to the naval station which will, in general, include the construction of 
sidewalks and pavement, relocation of existing fences, sentry booths, 
provision of a parking area for vehicles of naval station personnel, 
and construction of isles to channel traffic. 

Inasmuch as there is no present or foreseeable future naval need for 
the property to be transferred by the United States and the United 
States will acquire fee simple title to the two tracts required to 
provide an access road from the naval station, it is considered that the 
proposed exchange is both beneficial and desirable. 


LEGISLATIVE REFERENCES 


A similar legislative proposal was sponsored by the Department of 
Defense in 1953 and the companion bills S. 2312 and H. R. 6284 
implementing the proposal were introduced in the 83d Congress and 
referred to the Armed Services Committees of the Senate and House 
on July 7 and 14, 1953. Thereafter, the Commonwealth of Puerto 
Rico retracted its original agreement for the exchange of lands con- 
templated in the proposal and submitted a substitute agreement. 
During the subsequent negotiations between the Commonwealth and 
the Navy Department, the Senate and House Armed Services Com- 
mittees were requested to withhold action on S. 2312 and H. R. 6284 
until a firm agreement could be reached with the Commonwealth, 
The instant proposed legislation represents a firm agreement between 
the commandant of the Tenth Naval District and the Commonwealth 
of Puerto Rico. It was submitted to the 84th Congress on April 3, 
1956, as a part of the Department of Defense legislative program for 
1956. It was introduced as H. R. 10684. 


COST AND BUDGET DATA 


The enactment of this proposed legislation would cause no apparent 
increase in budgetary requirements. 
Sincerely yours, 
Tuomas S. Garss, Jr., 
Acting Secretary of the Navy. 


O 
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AMENDING THE CAREER COMPENSATION ACT OF 1949 TO 
PROVIDE INCENTIVE PAY FOR HUMAN TEST SUBJECTS 


Avaust 16, 1957.—Ordered to be printed 


Mr. Jackson, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 7914] 


The Committee on Armed Services to whom was referred the bill 
(H. R. 7914) to amend the Career Compensation Act of 1949 to pro- 
vide incentive pay for human test subjects, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to amend section 204 (a) 
of the Girtae Compensation Act of 1949, as amended, by adding a new 
category of personnel to be authorized hazardous duty pay. This 
new category consists of military personnel serving as human test 
subjects in thermal stress experiments. For those persons who 
qualify, the rate of pay is $110 per month for officers and $55 per 
month for enlisted members, the same amount as is presently payable 
for parachute jumping, experimental diving, low-pressure chamber 
observer, and so forth. 


NEED FOR LEGISLATION 


There has been increased technological development in the field of 
military aviation and a growing necessity for service personnel to 
perform effectively under cieaant environmental conditions. Experi- 
mentation is therefore essential in order to determine both the reaction 
and tolerance of man under these extremes of temperature and 
environment. 

The Air Force has, for sound experimental reasons, already sub- 
jected volunteers to many uncomfortable and hazardous hours of 

eat exposure. Occasionally, such experiments are necessarily carried 
on to a point approaching physical collapse. The services will expose 
86006 
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= volunteer test subjects who are engaged in field test or research 
under laboratory supervision. This legislation is required since the 
services have now passed the point where a few interested or dedicated 
people are adequate to fill the requirements for test subjects and be- 
cause experimentation in this field has accelerated and is becoming 
more hazardous. 

The personnel who participate as volunteers in this experimental 
program must be highly motivated. They are people who are highly 
conscious of the defense need for such thermal data. The proposed 
legislation will compensate them to some degree for the risks they will 
undertake. Even though all possible safeguards are used, such as 
constant monitoring of the experimental subject and careful selection 
of those who are physically fit; nevertheless the Armed Forces cannot 
assure the volunteer that his physical discomfort will be the only 
result of the experiment. 


EXAMPLE OF WORKING CONDITIONS 


At the Aero Medical Laboratory, scientists have been working with 
temperatures up to 180° F., which is the upper limit of the present 
test chambers. These heat exposures have been undertaken to test 
many types of flying clothing, including special heat-protective gar- 
ments to meet the future needs of aircrew personnel. It is necessary 
many times to combine heat exposure with altitude exposure in a low 
perssure, temperature chamber. By this method the Air Force 
simulates flight situations and explores unknown areas to increase our 
scientific knowledge. During the second half of this year, the Air 
Force will begin to operate a newly modified chamber which will 
produce air temperature from minus 50° F. to plus 350° F. with 
wall temperatures up to plus 500° F. and altitudes of up to 100,000 
feet. This chamber was constructed because of the increased demand 
for new knowledge in this field. Test conditions in this new chamber 
may be changed rapidly so that for examble, one may go from around 
level to maximum altitude, and from room temperature to 350° F. 
in from 4 to 7 minutes operating time. Thus the new chamber 
will permit laboratory simulation of hypothetical conditions in the 
most advanced nigh performance aircraft now being planned. by 
the use of this new chamber the Aero Medical Laboratory will be 
able to supply human thermal and altitude tolerance criteria to air- 
craft designers for use in the design of aircraft 5 to 10 years hence. 
At the same time the Aero Medical Laboratory will be exploring a 
new frontier in biological science. This has important implications 
not only for the military but for mankind in general, 


COMMITTEE POLICY ON THE BILL 


The departmental witness on this bill testified that the program for 
all of the 3 services would involve only a total of 100 officers and 
enlisted personnel. The committee is reporting favorably on this bill 
only with the firm understanding that the number of persons who will 
receive hazardous duty pay as a result of this legislation will not 
exceed 100, which is the present program for the Department of 
Defense. 

The committee also emphasizes that those who received the 
hazardous duty pay as a result of this legislation would be only those 
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who were engaged in experimental work regarding the reaction and 
tolerance of men under extreme temperature and environment.: This 
bill is not to be considered a precedent for extending such pay to 
military personnel who may be subject to extreme temperatures in 
connection with their normal course of military assignments, such as 
duty in regions inyolving extreme cold or heat, 


COST AND BUDGET DATA 


The Department of Defense has estimated that the additional 
annual cost of this legislation will be approximately $83,000 per year. 
The Department of Defense further advised, however, that this 
amount will not cause an increase in the budgetary requirements of 
the Department of Defense. 


DEPARTMENTAL DATA 


The Department of Defense recommends the enactment of this bill 
and the Bureau of the Budget interposes no objection as indicated by 
the following letter hereby made «part of this report. 


DEPARTMENT OF THE AIR Force, 
OFFICE OF THE SECRETARY, 
Washington, May 29, 1957. 
Hon. Ricuarp M. Nrxon, 
President of the Senate. 

Dear Mr. Presipent: There is forwarded herewith a draft of 
legislation to amend the Career Compensation Act of 1949 to provide 
incentive pay for human test subjects. 

This proposal is a part of the Department of Defense legislative 

rogram for 1957, and it has been approved by the Bureau of the 
udget. The Department of the Air Force has been designated as 
the representative of the Department of Defense for this legislation. 
It is recommended that this proposal. be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to amend the Career 
Compensation Act of 1949, as amended, to provide incentive pay for 
human test subjects in thermal stress experiments. The high tem- 
peratures generated by the great speed of modern and future aircraft 
together with the extreme altitudes at which these aircraft will oper- 
ate, require that extensive experimentation and research be conducted 
to devise methods to protect the aircrew and to determine human 
thermal tolerance. In the course of such experiments human sub- 
jects must be exposed to temperature and altitude extremes which 
involve serious physiological reactions and the possibility of excessive 
cardiac strain and damage to the central nervous system. Such dam- 
age may not be reversible. Since very little previous experience with 
extreme thermal stress has been gained to date, experimental work 
being undertaken is largely pioneering in nature. 

To provide the necessary volunteer subjects and to compensate 
them for the serious hazard involved, the proposed legislation provides 
hazard-incentive pay similar to that now awarded human subjects in 
acceleration-leceleration experiments (sec. 204 (a) (11) of the Career 
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Compensation Act of 1949, as amended). Qualification for the pay 
will be determined by a point system similar to that now in use for 
other hazardous experimental duties. 


COST AND BUDGET DATA 


The number of individuals involved is small. It is anticipated that 
not more than 20 volunteers will be involved in the program at any 1 
time. An average of 1 person a day will be subj tated to these thermal 
experiments with an average of 10 subjects available for experimenta- 
tion on a continuing basis. Cost, therefore, for a fiscal year would 
vary from approximately $6,600 to approximately $13,200. 

Sincerely yours, 
James H. Dovatas; 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, there is printed in parallel columns the text of 
provisions of existing law which would be amended by the various 
provisions of the bill. 


EXISTING LAW THE BILL 


Section 204 (a) of the CareerCom- ‘That section 204 (a) of the 
pensation Act of 1949, as Career Compensation Act of 1949, 
amended (37 U. S. C. 235 (a)) as amended (37 U.S. C, 235 (a)), 

is further amended— 
Sec. 204. (a) Subject to such 

regulations as may be prescribed 

by the President, members of the 

uniformed services entitled to re- 

ceive basic pay shall, in addition 

thereto, be entitled to receive in- 

centive pay for the performance of 

hazardous duty required by com- 

petent orders. The following du- 

ties shall constitute hazardous 

duties: 

(1) duty as a crew member 
as determined by the Secre- 
tary concerned, involving fre- 
quent and regular partici- 
pation in aerial flight; 

(2) duty on board a sub- 
marine, including submarines 
under construction from the 
time builders’ trials com- 
mence; 

(3) duty involving fre- 
quent and regular participa- 
tion in aerial flights not as a 
crew member pursuant to 
clause (1) of this subsection; 
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EXISTING LAW 


(4) duty involving frequent 
and regular participation in 
glider flights; 

(5) duty involving para- 
chute jumping as an essential 
part of military duty; 

(6) duty involving intimate 
contact with persons afflicted 
with leprosy ; 

(7) duty involving the dem- 
olition of explosives as a 
primary duty, including train- 
ing for such duty; 

(8) Duty at a submarine 
escape training tank, when 
such duty involves participa- 
tion in the training; 

(9) duty at the Navy Deep 
Sea Diving School or the Navy 
Experimental Diving Unit, 
when such duty involves 
participation in training; 

(10) duty as low-pressure 
chamber inside observer ; 

(11) duty as human accel- 
eration or deceleration experi- 
mental subject; and 

(12) duty involving the use 
of helium-oxygen for a breath- 
ing mixture in the execution 
of deep-sea diving. 


(Section 204 (c) of the Career 
Compensation Act of 1949, as 
amended (37 U. S. C. 235 (c)) 


(c) Officers and enlisted persons 
of the uniformed services who are 
ualified for the incentive pay au- 
thorized under subsection (a) are 
entitled to be paid at the rate of 
$110 and $55 per month, respec- 
tively, for the performance of any 
hazardous duty described in 
clauses (3) to (12) of subsection 
(a). 


THE BILL 


(1) by striking out the word 
“and” at the end of clause 


(11); 

(2) by striking out the 
period at the end of clause 
(12) and inserting “; and” in 
lieu thereof; and 

(3) by adding the following 
clause: 

“(13) duty as human 
test subject in thermal 
stress experiments.” 

Src. 2. Section 204 (c) of the 
Career Compensation Act of 1949, 
as amended (37 U. S. C. 235 (c)), 
is further amended by striking out 
“(12)” and inserting “(13)” in lieu 
thereof. 


O 
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85TH CoNnGRESS SENATE ‘ Report 
Ist Session No. 1003 





INTERIM SYSTEM FOR APPOINTMENT OF CADETS TO 
AIR FORCE ACADEMY FOR ADDITIONAL 4-YEAR 
PERIOD 





Avucust 16, 1957.—Ordered to be printed 





Mr. SALTONSTALL, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H. R. 8531] 


The Committee on Armed Services, to whom was.referred the bill 
(H. R. 8531) to provide an interim system for appointment of cadets 
to the United States Air Force Academy for an additional period of 
4 years, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of this bill is to provide an interim system for appoint- 
ment of cadets to the Air Force Academy for the 4-year period begin- 
ning with the class entering July 1959. 


PRESENT TEMPORARY SYSTEM OF APPOINTMENTS 


Section 6 of Public Law 325, 83d Congress, whick will expire with 
the admission of the July 1958 Academy class, provides that duri 
the period ending not more than 4 years after the entrance of the initial 
class at the Academy, the Secretary of the Air Foree may limit the 
number to be appointed each year during that period in the following 
manner: 

(a) Each Senator and Representative shall nominate not to exceed 
10 persons, who shall be eligible to take a competitive examination 
which shall be held annually. ‘The number of vacancies allocated to 
each State shall be proportional to the representation in Congress from 
that State. Appointments from each State:shall*be made from among 
qualified candidates nominated from that State in the order of merit 
established by the examinations. 

(b) Vacancies allocated to other sources shall be filled from among 
qualified candidates in each category in order of merit established by 
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‘similar competitive examinations and shall not exceed 15 percent. of 
the total number of appointments authorized. 


BUILDUP UNDER PRESENT TEMPORARY SYSTEM 


The special system of appointments was authorized in order to 
permit an orderly increase in the number of Air Force cadets during 
the early years of the initial establishment of the Air Force Academy 
when the classes would be relatively small. 

The Academy has been located at its temporary facilities at Lowry 
Air Force Base, Denver, Colo., since the latter part of 1954. Without 
an additional expensive construction program, the present billeting, 
classroom, and messing facilities at Lowry restrict the total cadet 
strength at Lowry to approximately 800 cadets. The first class of 
306 entered the Academy in July 1955; the second class of 300 entered 
in July 1956; and the third class of 307 will enter in July 1957. Due to 
attrition, there are now approximately 500 cadets remaining of the 
first two classes. In July 1958 it is expected that there will be an 
entering class of 448. The latter figure can be accommodated as 
the Academy is programed to move to its permanent facilities at 
Colorado Springs, Colo., in late summer of 1958. 


NEED FOR THE BILL 


In the absence of provisions of this bill, the appointment of cadets 
to the Air Force Academy beginning with the class of July 1959, would 
be governed by the appointment system presently in effect for the 
United States Military Academy which permits each Member of 
Congress to have 4 cadets in the Academy at any one time, with the 
total authorized enrollment being 2,496. The cumulative feature of 
the West Point system could result in an entering Air Academy class 
of July 1959, of approximately 1,639 cadets. The 1959 class would 
then be almost twice the size of the entire three upper classes then at 
the Academy. This outsize class would subsequently result in classes 
of approximately 458, 372, and 463 entering for the next 3 years; 


and again in 1963, because of the cumulative effect of the outsize class 
in 1959, a similar situation would then take place, with a class of 1,425 
entering that year. 

The following table indicates the cadet strength at the Air Force 
Academy if this bill were not enacted. 


—— See 


1959 1960 1961 1962 

1, 639 464 371 460 
389] 1,442 408 326 
248 372} 1,378 390 
244 242 363 1, 344 

2,520 | 2,520) 2,520] 2,520 
226 241 239 359 


a ———————————————————E—E———S—_ ee 


1 Actual entry. 
* Authorized by ietter from Headquarters, U. 8. Air Force, May 24, 1956. 
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Attrition on entering strength 


Percent 
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13 percent greater attrition in 4th class year at interim site results from dissatisfaction with the limited 
and temporary facilities. 


Nors.—Although attrition on an entering class size of 1,600 to 1,800 would be considerably higher than 
19 percent in 4 years, the variation would not be much less drastic. 


RESULT OF UNBALANCED CLASS SIZE 


The serious imbalance in the cadet structure which would result if 
this bill were not enacted, would create many problems in the success- 
ful operation of the Academy. In particular, such a fluctuation in 
the size of classes would produce a like fluctuation in training require- 
ments, both personnel and equipment. For example, a substantial 
temporary increase in freshman faculty personnel would be needed 
upon entrance of the outsize class. In its second year a large fresh- 
man faculty would not be needed, but an equally large sophomore 
faculty would have to be obtained and so on as the outsize class moved 
through each of its 4 successive years. The same type of extreme 
fluctuations would occur in all training facilities, including classrooms, 
laboratory equipment, navigation trainers, and other physical equip- 
ment proper for the training of a particular class. The creation of such 
a serious imbalance in classes would be manifestly impractical, as well 
as uneconomical, and would serve as a serious impairment to the 
quality of the training received by the cadets. 


FEATURES OF THE BILL 


The bill in effect provides for appointments to the Air Force 
Academy on the Military Academy system, but on an annual, rather 
than a cumulative basis. It will allow one appointment each year for 
each Member of Congress, including the Delegates and the Resident 
Commissioner of Puerto Rico. In addition, each Member will be’ 
authorized 10 alternates. 

It is also provided that the nominating authority in lieu of naming a 
principal and 10 alternates, may nominate as many cadets as the 
Secretary may prescribe and authorize the Secretary to select. the 
principal cadets in order of merit as determined by competitive 
examination. 

With regard to alternate nominations, the bill provides that during 
the 4-year period only qualified alternates nominated by Members of 
Congress including the Territorial Delegates and the Resident Com- 
missioner of Puerto Rico, may be nominated for appointment. There 
is further provision that no more than 1 qualified alternate nominated 
by any one authority may be appointed as a cadet during each year 
of the 4-year period. 

Beginning with the July 1959 class, the Air Force expects to enter 
approximately 712 cadets. Of this number, 624 would be nominated 
as principals leaving an additional 88 who would be named as con- 
gressional alternates. The list below sets forth the authorized ap- 
pointments to the United States Air Force Academy for the years 
1959 through 1962, the 4-year period of the bill. 
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One cadet per year for each Senator. 

One cadet per year for each Representative. 

One cadet per year for each Delegate in Congress from a Territory. 
. One cadet per year for the Resident Commissioner from Puerto 

ico. 

Two cadets in 1959 and in 1961, and 1 cadet in 1960 and in 1962 
for the Commissioner of the District of Columbia. 

One cadet each 2 years for the Governor of the Canal Zone. 

Forty-three cadets per class as follows: 22 cadets per year in 1959, 
1960 and 1961, and 23 cadets in 1962 for the President; 1 cadet per 
vear in 1959, 1960 and 1961, and no cadets in 1962 for the Vice 
President; 10 cadets per year nominated by the Secretary of the Air 
Force from honor graduates of honor military or naval schools so 
designated by the Department of the Army, the Department of the 
Navy, or the Department of the Air Force; 10 cadets per year from 
the sons of deceased veterans. 

Forty-five cadets per year from enlisted members of the Army and 
the Air Force to be distributed: 23 from members of the Regular Army 
and Regular Air Force in 1959 and 1961, and 22 in 1960 and 1962; 
and 22 from members of the Reserve components of the Army and the 
Air Force in 1959 and 1961, and 23 in 1960 and 1962. 

This will provide for the appointment of 624 cadets in each of these 
4 years from the mentioned sources. 

During this period each Senator, Representative, and Territorial 
Delegate, and the Resident Commissioner from Puerto Rico, the Com- 
missioners for the District of Columbia, and the Governor of the Canal 
Zone may select for each cadet allocated to him for the year concerned, 
a principal cadet and not more than 10 alternate candidates; or he 
may nominate as many candidates as the Secretary of the Air Force 
may prescribe, and authorize the Secretary to select the principal 
candidates in order of merit as determined by competitive examination. 


CLASS STRENGTH UNDER THE BILL 


The chart below sets forth the uniform increase in cadet strength 
which would be expected upon passage of this legislation. 











| 1955 | 1956 1957 | 1958 1959 | 1960 | 1961 | 1962 
odie btauAIiO adoaaat wae ae 
I I ocd tccleaccnrasannns | ' 306 1 308 ! 306 443 712 712 712 712 
3d class | 1 247 262 260 389 626 626 626 
2d class........ diddy 235 250 | 248 372 598 598 
I cnimorecitenssstininceciamnsinge Lveennpein Leama beasnmehs | 220) 244) 22) 368 584 
WOU CRB a doicwwsidcdeces | 306 | 555 803 1,182 | 1,593 1,952 | 2,299 2, 520 
Expected graduates.................. |~------- eles aspedsedbabelst 2 241 239 350 














1 Actual entry. 
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COST AND BUDGETARY DATA 


Enactment of this bill will cause no budgetary requirement in- 
erease for Department of Defense. 


DEPARTMENTAL RECOMMENDATIONS 


The Department of the Air Force endorses H. R. 8531. a, 
The departmental letter urging an extension of the present interim 


appointment system for an additional 4 years is printed below and 
hereby made a part of this report. 


DepaRTMENT OF THE AiR Forcn, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 25, 1967. 

Derar Mr. Presipent: There is enclosed a draft of proposed legis- 
lation to extend the interim system for appointment ol endate to the 
United States Air Force Academy for an additional period of 4 years. 
This proposal is a part of the Department of Defense legislative 
rogram for 1957, and it has been approved by the Bureau of the 
Buc get. The Department of the Air Force has been designated as 
the representative of the Department of Defense for this legislation, 

It is recommended that this proposal be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to extend the present 
interim system for appointment of cadets to the Air Force Academy 
for an additional period of 4 years from its present expiration date. 

Section 6 of the Air Force Academy Act (68 Stat. 48) established 
the present interim system for the appointment of cadets to the Air 
Force Academy. By the terms of section 6, for a period ending not 
more than 4 years after the entrance date of the initial class of the 
Air Force Academy (which entered in July 1955), the Secretary of the 
Air Force is authorized to limit the number of cadets to be appointed 
each year in order to permit an orderly increase in normal strength. 
Basically, this interim system utilizes a competitive examination as a 
means of selecting those applicants who will be appointed to the Air 
Force Academy, 

Specifically, approximately 85 percent of the appointments result 
from nominations by Members of Congress. Allocation of these con- 
ppeonss vacancies is by State and is proportional to the particular 

tate’s representation in Congress. Each Senator and Representative 
may nominate not more than 10 persons, and the total number of 
congressional nominees from each State compete for that State’s 
vacancies by examination. The order of merit established by this 
competitive examination among the nominees from a particular State 
determines the appointments tices that State. The system is thus 
designed to enable the Secretary of the Air Force to determine the 
size of each incoming class and to fairly apportion the appointments 
among the various nominating authorities. 

Upon the expiration of authority for this interim method of appoint- 
ment, appointment of cadets to the Air Force Academy will be gov- 
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erned by the same law now provided for the Military Academy. 
(See sec. 52 (b) of the act of August 10, 1956, ch. 1041 (70A Stat. 640).) 
Under that permanent appointment system (10 U. S. C. 9342), no 
competitive examination is used and principal appointments allotted 
to the various appointing authorities, including Members of Congress, 
are cumulative in that such appointments are not based upon a yearly 
entrance ratio but are based upon each appointing authority’s privilege 
to have at the Academy a specified number of appointees at any 
one time. 

At the time of enactment of the Air Force Academy Act, the Con- 
gress understood and accepted the fact that the cumulative system 
utilized by the Military Academy could not properly be used in ap- 
pointing cadets to the Air Force Academy until the Air Force Academy 
had succeeded in obtaining its planned complement of approximately 
2,520 cadets consisting of 4 classes of relatively equal original size. 
It was then obvious to Congress that application of the cumulative 
system to the initial entering classes of the Air Force Academy could 
have resulted, for example, in the appointment of a beginning class 
which numerically would equal the full planned strength of the Air 
Force Academy, thereby not only far exceeding the physical facilities 
and other support resources of the Academy while at the temporary 
site, but also prohibiting the appointment of additional classes until 
the initial class actually graduated. The remedy for this problem 
was the interim system of appointment set forth in section 6 of the 
Air Force Academy Act which allows the Secretary of the Air Force 
to regulate the size of each entering class in such a manner that the 
Air Force Academy would gradually, through uniform increase in 
class size, reach its full planned complement of cadets, at which time 
the cumulative system provided for the Military Academy would 
become effective. 

The Air Force Academy Act, as originally presented by the Depart- 
ment of Defense to the Congress, contained no time limitation on the 
use of the interim selection system. In the House Armed Services 
Committee hearings (Rept. No. 50, H. R. 5337), it was pointed out 
that it was, for all practical purposes, impossible to determine pre- 
cisely how long such an interim system would be needed because of the 
variables involved, among them the time at which permanent site 
facilities would be available. It was pointed out, however, that the 
minimum time required would be an estimated 4 to 6 years. Being 
unwilling to leave the duration of the interim system uncertain, the 
House of Representatives placed a limitation of 6 years for the opera- 
tion of the interim method of selection. Thereafter, further action by 
the Senate in conjunction with the House of Representatives resulted 
in further reducing the operative period of the interim method of 
selection from 6 to 4 years, in which form the bill was finally passed 
as the Air Force Academy Act. 

The first two classes currently attending the Air Force Academy 
were selected under the interim method and the third entering class 
of the Air Force Academy, to begin in July of 1957, is currently 
being selected in the same manner. Selection of the fourth enterin 
class will begin in 1957 and will be completed in the early part o 
1958. Contrary to the hopes and plans of the Air Force, it has been 
impossible during the present stay of the Air Force Academy at its 
temporary site to enlarge progressively the size of Academy classes. 
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The first entering class consisted initially of 306 cadets., The second. 
entering class consisted initially of 300 new cadets plus 8 readmissions 
for a total of 308 cadets and the third entering class has been author- 
ized 306 cadets. The inability to substantially increase the size of 
each successive incoming class has been due primarily to the lack of. 
physical facilities at the temporary site in view of slippage in the 
construction program at the permanent site. It was initially hoped 
and planned that facilities at the permanent site would be completed 
in time for the Academy: to occupy the permanent site during the 
summer of 1957. Had this occurred, the third incoming class would 
have entered the Academy at a time when the Academy was situated 
at the permanent site. However, as a result of slippage in the con- 
struction program, present estimated date of occupancy of the per- 
manent site is not earlier than September 1958. Thus, at the earliest 

the Academy would move to the permanent site at a time when it had 
just enrolled its fourth enterling class. 

In view of the overall limitations on the facilities available at the 
temporary site, substantial increase in the size of incoming classes 
cannot begin until the Academy actually moves to the permanent 
site. The first incoming class enrolled at the permanent site can 
represent the first substantial increase in the size of incoming cadet 
classes. It is obvious, then, that at the time of the present expiration 
date of the interim method of selection, the Air Foree Academy will 
have four classes, the total of which will be less than one-half of the 
planned and authorized cadet strength. Under these circumstances, 
reversion to and use of the cumulative system of appointment for the 
fifth incoming class could result in an entering class which numerically 
would exceed 50 percent of the entire authorized cadet strength. 
Thus, the reasons for the existence of an interim appointment system 
will still exist at the time of its present stipulated termination and 
will continue to exist until the Air Force Academy has entered four, 
normal-sized, beginning classes. 

In order to maintain continuity in the appointment of entering 
classes, it is imperative that the extension of the interim system of 
appointment be enacted by the Congress during 1957, the opening 
session of the 85th Congress. The fifth consecutive entering class 
will be admitted to the Air Force Academy in July of 1959. However, 
preparation for the appointment of the fifth entering class will begin 
during the early part of 1958. In order to successfully prepare for 
the appointment of the fifth incoming class, information on the 
method of nomination and appointment must be compiled, printed in 
catalog form, and disseminated to the nominating authorities and the 
public at large. By February 1958 all pertinent information relative 
to appointments to the Air Force Academy must be firm in order that 
such information may be embodied in the Air Force Academy catalog, 
which is delivered to the printers at that time. Thus, the method or 
criteria of Academy appointments must be determined not later than 
February 1958 in order that prospective applicants and nominating 
authorities be advised of the system to be used. Therefore, amenda- 
tory action to extend the interim appointment system should occur 
at some time during calendar year 1957 to insure the continuance of 
that system as the method of selecting the fifth incoming Air Force 
Academy class. Extension of the interim method of selection for an 
additional 4-year period will, of course, necessitate the further sus- 
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pension of the effective date of title 10, United States Code, section 
9342, for a like additional period. 

Attached is exhibit A which illustrates by present and estimated 
class strengths the serious imbalance of classes which may result if 
section 6, Air Force Academy Act is not extended. Also attached is 
exhibit B which illustrates by present and estimated class strengths 
the operative effects of an extension of section 6, Air Force Academy 
Act. 

COST AND BUDGET DATA 


Enactment of the proposed legislation will cause no increase in the 
budgetary requirements of the Department of Defense. 
Sincerely yours, 
Donatp A. QUARLES. 


EXISTING LAW THE COMMITTEE BILL 


(Sec. 52 (b) of the act of August That section 52 (b) of the Act of 
10, 1956, ch. 1041 (70A Stat. August 10, 1956, chapter 1041 
641)) (70A Stat. 641), is amended by 


‘ ' adding the following new sen- 
(b) Section 9342 (a) of title 10, tences at the end thereof: “How- 
United States Code, enacted by 


section 1 of this Act, takes effect ©: $a SBe Pout sae. Pass, Pie 
four years after the entrance of ginning with the class of cadets 


aun yr entering in July 1959, not more 
the initial class at the United ¢han—- , 


States Air Force Academy. (1) one quarter of the num- 


ber of cadets authorized by 
clause (1), (2), (3), (4), (7), 
or (8) of that section may be 
appointed in any one aca- 
demic year; 

(2) two of the number of 
cadets authorized by clause 
(5) of that section may be 
appointed in the first and 
third years of that four-year 
period, and not more than 
one of the number author- 
ized by it may be appointed 
in the second and fourth years 
of that period; and 

(3) one cadet authorized by 
clause (6) of that section may 
be appointed in the first two 
years of that four-year period, 
and not more than one of the 
number authorized by it may 
be appointed in the second 
two years of that period. 
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EXISTING LAW THE COMMITTEE BILL 


In addition, during that four-year 
period, the nominating authority 
named in clauses (1)—(6) of that 
section may select for each cadet 
allocated to him for the year con- 
cerned a principal candidate and 
not more than ten alternate can- 
didates, or he may nominate as 
many candidates as the Secretary 
may prescribe and authorize the 
Secretary to select the principal 
candidates in order of merit as 
determined by competitive exam- 
ination. In carrying out section 
9343 of title 10, United States 
Code, during that four-year pe- 
riod, only qualified alternates who 
are nominated by the authorities 
named in clauses (1)-(4) of sec- 
tion 9342 (a) may be nominated 
for appointment as cadets. Not 
more than one qualified alternate 
nominated by any one authority 
named in those clauses may be 
appointed as a cadet, after nom- 
ination under section 9343, during 
each year of that four-year period.” 


O 








Calendar No. 1028 


85TH CoNGRESS SENATE REPorT 
1st Session No. 1004 





AMENDING THE ACT TO AUTHORIZE THE SECRETARY OF THE 
NAVY TO TRANSFER TO THE COMMONWEALTH OF MASSACHU- 
SETTS CERTAIN LANDS AND IMPROVEMENTS COMPRISING THE 
CASTLE ISLAND TERMINAL FACILITY AT SOUTH BOSTON IN 
EXCHANGE FOR CERTAIN OTHER LANDS 





Avaust 16, 1957.—Ordered to be printed 


Mr. SALTonsTALL, from the Committee on Armed Services, submitted 
the following 


REPORT 


{To accompany H. R. 9188] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 9188) to authorize the Secretary of the Navy to transfer to the 
Commonwealth of Massachusetts certain lands and improvements 
comprising the Castle Island terminal facility at South Boston in 
exchange for certain other lands, having considered the same, report 
favorably thereon without amendment and recommend that the bill 


do pass. 
PURPOSE OF THE BILL 


The purpose of the bill is to require the United States, in the event 
it utilizes the Castle Island terminal facility during a period of war or 
emergency, to pay fair rental for improvements made to the property 
subsequent to the passage of this measure. 


BACKGROUND OF THE BILL 

History 

Castle Island, which is located in Boston Harbor, was granted and 
ceded to the United States by the Legislature of Massachusetts on 
June 25, 1798. The original area was placed under the jurisdiction 
and control of the War Department (now Department of the Army) 
and was enlarged from time to time by the creation of filled-in areas. 
Part of the island was improved and utilized as the Castle Island 
terminal facility under the jurisdiction of the War Department. 
The remainder of the island was:made available to the city of Boston 
for park purposes by means of revocable permits. 


86006 
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Declaration as excess 

In 1948 the War Department declared the Castle Island terminal 
facility excess to its needs and reported it to the War Assets Adminis- 
tration for disposition under existing law. 


Transfer to Navy 

On April 13, 1949, the facility was transferred to the Navy by the 
War Assets Administration, since it had been determined that the 
facility would be of great value to the Navy in the event of a national 
emergency. On June 21, 1949, the Navy granted a revocable author- 
ity to the Port Authority of Boston pending permanent transfer to 
the Commonwealth of Massachusetts under such terms and condi- 
tions as the Congress might authorize. 


Conveyance of other land by State 

At the time the basic law was enacted (Public Law 222, 82d Cong.; 
65 Stat. 658) the Boston Naval Shipyard and the Boston Receiving 
Station were being operated on land belonging to the Commonwealth 
of Massachusetts. The Navy desired title to this property and under 
the provisions of the above-cited act, the Commonwealth transferred 
title to these lands in exchange for the transfer of title to the Castle 
Island terminal facility to the Commonwealth. 


PUBLIC LAW 222, 82D CONGRESS (65 STAT. 658) 


The conveyance made to the Commonwealth of Massachusetts 
contained the following expressed conditions: 


(a) That the Commonwealth, at its own expense, will 
preserve and maintain in a condition suitable for terminal 
purposes the improvements now existing on said property 
and those which may hereafter be constructed thereon; 

(b) That in time of war or national emergency the United 
States shall have the right of the free and unlimited use of 
all of said property including any improvements which may 
be erected by the grantee; and 

(c) That the property shall not be used for any purpose 
other than as a terminal except with the prior consent in 
writing of the Secretary of the Navy. 


EFFECT OF THIS BILL 


From the immediately foregoing, it is evident that the United States 
has the right of free and unlimited use of all of the property conveyed 
to the Commonwealth including any improvements erected by the 
Commonwealth. This bill would require that the United States 
would pay a fair rental for any improvements made by the State 
subsequent to its passage and would be responsible during the period 
of such use for the cost of maintaining the property. 


DEFINITION OF TERMS 


It is the committee’s view that both the term “use” and the term 
“maintenance” as each is used in this legislation requires some defini- 
tion. With respect to the “use” of the property by the United States 
it should be pointed out that the term embraces more than actual 
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utilization and occupancy of a particular structure or pet of the 
property; it also embraces such use and occupancy of the property 
as would preclude the Commonwealth of Massachusetts from utiliz- 
ing the portions not taken by the United States, For example, se- 
curity considerations might make it necessary for the United States 
to close off a portion of the property for which it had not real use. 
The fact that this porn of the property was not being used by the 
United States would have precisely the same economic effect on the 
Commonwealth of Massachusetts as though it were being used to full 
capacity. Another example of use by the Government which could 
be advantageous to the Commonwealth would arise where all of the 
waterfront might be taken by the United States with the uplands and 
the structures thereon left with the Commonwealth. It is highly 

robable. that these uplands and structures would be of less economic 
benefit to the Commonwealth without having also available the use 
of the piers, although the property still might be usable to some ex- 
tent for functions not involving a requirement for waterfront facilities, 

It is the committee’s view that under these circumstances the rental 
arrived at should reflect the considerations set out above, attaching 
appropriate weight to the effect which the Government’s use has on 
property still retained by the Commonwealth or the use of which is 
made impossible or otherwise affected for security or other reasons 
as referred to above. 

With respect to maintenance, the committee wishes to point out 
that the responsibility of the United States for maintenance of the 
property would be restricted to day-to-day maintenance of those 
areas or structures which are used as that term is defined ahove. 
Long-term maintenance (replacement of roofs and so forth) will be 
the responsibility of the lessor (the Commonwealth) as is the normal 
business practice. 

FISCAL DATA 


Enactment into law of this measure will not involve any present 
expenditure of Federal funds. In the event of use of the property 
during war or an emergency, it will involve an expenditure of funds 
representing the fair market value of the premises as such is de- 
scribed in this report. 

DEPARTMENTAL DATA 


Neither the Department of the Navy, on behalf of the Department 
of Defense, nor the Bureau of the Budget has any objection to this 
measure as is evidenced by letter dated August 13, 1957, from Rear 
Adm. E. C. Stephan, Department of the Navy, which is set out below 
and made a part of this report. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., August 13, 1957. 
Hon. Cart VINson, 
Chairman, Committee on Armed Services, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: Your request for comment on H. R. 
9188, a bill to authorize the Secretary of the Navy to transfer to the 
Commonwealth of Massachusetts certain lands and improvements 
comprising the Castle Island terminal facility at South Boston in 
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exchange for certain other lands, has been assigned to this Depart- 
ment for the preparation of a report thereon expressing the views of 
the Department of Defense. 

Pursuant to Public Law 222 of October 27, 1951 (65 Stat. 658), the 
Secretary of the Navy, in exchange for certain other parcels of land 
in South Boston, conveyed to Massachusetts the property known as 
Castle Island terminal facility. This conveyance was made upon the 
following express conditions: 

“(a) That the Commonwealth, at its own expense, will preserve 
and maintain in a condition suitable for terminal purpoves the im- 

rovements now existing on said property and those which may 
ercatban be constructed thereon; 

“(b) That in time of war or national emergency the United States 
shall have the right of the free and unlimited use of all of said property 
including any improvements which may be erected by the grantee; and 

*(¢) That the property shall not be used for any purpose other 
than as a terminal except with the prior consent in writing of the 
Secretary of the Navy.” 

H. R. 9188 would add a proviso to condition (b), as follows: 

“Provided, however, That the United States shall pay a fair rental 
for any improvements made subsequent to the passage of this Act and 
shall be responsible during the period of such use for the entire cost 
of maintaining the said property.” 

It is understood that the Port of Boston Commission is desirous of 
improving the terminal facilities on Castle Island in order to insure 
a greater flow of commerce to and from the port of Boston, which 
would benefit not only the Commonwealth, but the Nation as a 
whole. Because of the recapture clause, however, the Commission 
finds it impossible to obtain public or private capital to make further 
necessary improvements to the terminal. 

Although no consideration is offered the Government for this 
voluntary release, it would, nevertheless, be advantageous to the 
Government to have the greater facilities available in time of emer- 

ency. The Government should, however, pay rental only on those 
acilities which it uses. 

Accordingly, the Department of the Navy, on behalf of the Depart- 
ment of Defense, interposes no objection to H. R. 9188, provided 
it is amended by inserting in line 1, of page 2, after the word “Act”, 
the words, ‘which are used by the United States,’ and by adding to 
the last sentence of the bill the words, “such cost of maintenance 
provided by the Government to be deducted from said fair rental.’ 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of 
the Budget that there is no objection to the submission of this report 
on H. R. 9188 to the Congress. 

Sincerely yours, 
E. C. STEPHAN, 
Rear Admiral, United States Navy, Chief of Legislative Liaison 
: (For the Secretary of the Navy). 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standin 
Rules of the Senate, there is printed in parallel columns the text o 
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provisions of existing laws which would be repealed or amended by 
the various provisions of the bill. 


EXISTING LAW THE BILL AS INTRODUCED 


Pustic Law 222, 82p Concress 
Cuaprer 590, Ist Session 


H. R. 4049 


AN ACT To authorize the Secretary of 
the Navy to transfer to the Common- 
wealth of Massachusetts certain lands 
and improvements comprising the 
Castle Island Terminal Facility at 
South Boston in exchange for certain 
other lands. 


Be it enacted by the Senate and 
House of Representatives of the 
United States of America in Con- 
gress assembled, That the Secretary 
of the Navy is authorized to con- 
vey to the Commonwealth of 
Massachusetts, subject to the 
terms and conditions hereinafter 
expressly stated and to such other 
terms and conditions as the said 
Secretary of the Navy shall deem 
to be in the public interest, all of 
the right, title, and interest of the 
United States in and to the prop- 
erty known as Castle Island Ter- 
minal Facility in South Boston, 
Massachusetts, including Govern- 
ment-owned land and improve- 
ments thereon and all Government 
improvements constructed on lands 
of the Commonwealth of Massa- 
chusetts or the city of Boston, 
being the same property trans- 
ferred to the Navy Department by 
the War Assets Administration on 
April 13, 1949, in consideration of 
the conveyance by the Common- 
wealth of Massachusetts to the 
United States of America, free of 
all encumbrances the following 
lands together with any improve- 
ments thereon: (a) An area one 
hundred and forty-two feet by one 
hundred and sixty feet occupied by 
the United States under permit 
4112 issued by the Commonwealth 
of Massachusetts; (b) an area of 
approximately four hundred and 
eighty thousand square feet occu- 
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EXISTING LAW 


pied by the United States under 
permit 4113 issued by the Com- 
monwealth of Massachusetts; and 
(c) an area of approximately four 
hundred and forty thousand square 
feet adjacent to lands occupied 
under said permit 4113, this area 
being a part of the Reserve Chan- 
nel and being occupied and filled 
by the United States ‘pursuant to 
informal permission of the Com- 
monwealth of Massachusetts. 
Sec. 2. The conveyance to the 
Commonwealth of Massachusetts 
hereinabove authorized shall be 
made subject to the following ex- 
press conditions: (a) That the 
Commonwealth, at its own ex- 
pense, will preserve and maintain 
in a condition suitable for terminal 
purposes the improvements now 
existing on said property and those 
which may hereafter be con- 
structed thereon; (b) that in time 
of war or national emergency the 
United States shall have the right 
of the free and unlimited use of all 
of said property including any im- 
—— which may be erected 
y the grantee; and (c) that the 
property shall not be used for any 
purpose other than as a terminal 
except with the prior consent in 
writing of the Secretary of the 
Navy. 
Approved October 27, 1951. 


THE BILL AS INTRODUCED 


THE BILL AS AMENDED 


That section 2 of the Act of 
October 27, 1951, chapter 590 (65 
Stat. 658) is amended by inserting 
after the word “grantee” at the 
end of clause (b) the words “but, 
the United States shall pay a fair 
rental for any improvements made 
subsequent to the passage of this 
Act and shall be responsible dur- 
ing the period of such use for the 
entire cost of maintaining the said 


property;’’. 


O 
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85TH CoNnGRESS SENATE Reporr 
1st Session No. 1005 





READJUSTING EQUITABLY THE RETIREMENT BENEFITS 
OF CERTAIN INDIVIDUALS ON THE EMERGENCY OF- 
FICERS’ RETIRED LIST 


Avavust 16, 1957.—Ordered to be printed 


Mr. Russet, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany 8. 1732] 


The Committee on Armed Services, to whom was referred the bill 
(S. 1732) to readjust equitably the reitrement benefits of certain 
individuals on the emergency officers’ retired list, and for other pur- 
poses, report favorably thereon with an amendment and recommend 
that the bill as amended do pass, 


AMENDMENT 


On page 2, lines 10 and 11, delete the following: “during the period 
September 9, 1940, to June 30, 1946,”’. 


PURPOSE OF THE AMENDMENT 


Since the Act of May 31, 1956 (70 Stat. 222), eliminated from section 
203 (a) of the Army and Air Force Vitalization and Retirement 
Equalization Act of 1948 the requirement that satisfactory service in 
a higher commissioned grade must have been performed during the 
period from September 9, 1940 to June 30, 1946, the amendment 
conforms this bill to the earlier change in a law providing a comparable 
privilege. 

PURPOSE OF THE BILL 


This bill would permit persons receiving retired pay on the emergency 
officers’ retired list who served satisfactorily in World War II for not 
less than 6 months as a commissioned officer of one of the armed forces 
in a higher grade than that held on the emergency officers’ retired list 
to be advanced to the higher grade and to have his retired pay com- 
puted on the basis of the higher grade, 
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EXPLANATION OF THE BILL 


Emergency officers’ retired list 

The act of May 24, 1928 (45 Stat. 735), as amended, provides that 
nonregular officers of World War I who incurred disability during 
that service shall upon application be placed on the applicable officers’ 
retired list with the grade held on discharge. 


World War II service 


Some of the officers on the emergency officers’ retired list served 
on active duty during World War II and were advanced to higher 
grades than those held on the emergency officers’ retired list. For 
those officers whose World War II service was in the Army or in the Air 
Force, the Comptroller General has held that they are entitled to 
advancement to the highest grade in which they served satisfactorily 
on active duty for 6 months. Since the authority that makes this 
advancement possible is limited in its terms to commissioned officers 
of the Army or the Air Force, a person whose service in a higher 
grade during World War II was in the Navy may not be advanced 
to the higher grade. There is no logical reason for such discrimina- 
tion and this apparently is an unintended result. 


Bill is general in application 
Although there is only one known person who had Navy service 
during World War II in a higher commissioned grade than that held 
on the emergency officers’ retired list, the bill is general in its terms 
so that any other person with a similar combination of service would 
be covered. 
cost 


The cost of the bill as it relates to the one person who is known to 
be affected is estimated to be $117 per month. 


DEPARTMENTAL RECOMMENDATION 


Printed below and hereby made a part of this report is a letter 
dated July 22, 1957, from the Chief of Legislative Liaison for the 
Department of the Navy indicating that the Department of Defense 
has no objection to enactment of the bill and that the Department of 
the Navy favors its principle. 


DEPARTMENT. OF THE Navy, 
OFFICE OF THE SECRETARY, 
Orrice or Leaisuative Liaison, 
Washington, D. C., July 22, 1957. 
Hon. Ricwarp B. Russe tt, 
Chairman, Committee on Armed Services, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuarrman: Your request for comment on S. 1732, 
a bill to readjust equitably the retirement benefits of certain individ- 
uals on the emergency officers’ retired list, and for other purposes, has 
been assigned to this Department by the Secretary of Defense for the 
erat of a report thereon expressing the views of the Department 
of Defense. 

S. 1732 would provide that an officer who is receiving retired pay by 
virtue of his status on the emergency officers’ retired list (act of May 
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24, 1928, 45 Stat. 735, as amended; 38 U.S. C. 531), would be advanced 
on the applicable officers’ retired list to the highest temporary grade in 
which he served satisfactorily on active duty for not less than 6 months 
as a commissioned officer of the Army, Navy, Marine Corps, or Coast 
Guard, or a reserve component thereof, during the period September 
9, 1940, to June 30, 1946. The bill would also provide that an officer 
advanced on the retired list under this legislation would be entitled, 
from the effective date of the act, to retired pay computed under 
applicable provisions of law on the basis of the grade to which 
advanced. 

Section 203 (a) of the Army and Air Force Vitalization and Retire- 
ment Equalization Act of 1948 (62 Stat. 1085) provided that each 
commissioned officer of the Army or Air Force, regular or reserve, 
heretofore or hereafter retired or granted retirement. pay under any 
provision of law, should be advanced on the applicable retired list to 
the highest temporary grade in which he served satisfactorily on active 
duty for at least 6 months during the period September 9, 1940, to 
June 30, 1946, and should receive retired pay based on that grade. 
As this provision was specifically opeinniia to members of reserve 
components, it was also applicable, by virtue of the joint resolution of 
September 22; 1941 (55 Stat. 728), to temporary officers appointed in 
the Army without specification of component (AUS). The Comp- 
troller General held, in 28 Comp. Gen. 620, that an individual who was 
on the emergency officers’ retired/list as a captain by reason of service 
in World War I, and who served in higher commissioned grades in the 
Army of the United States during World War II, was entitled to ad- 
vancement to the highest grade in which he served satisfactorily on 
active duty for 6 months during the prescribed period. 

Thus it appears that no Army or Air Force officer would receive 
added benefits from the enactment of S. 1732. 

There is a combination of service which existing law does not cover. 
This circumstance arises where an individual is on the emergency 
officers’ retired list by virtue of commissioned service in the Army 
in World War I and subsequently served on active duty in the Navy 
in World War II in a higher commissioned rank. It was held by the 
Comptroller General that this subsequent service did not create an 
entitlement to an advancement on the retired list to this higher rank 
(opinion B-113770 dated July 21, 1953). It is believed that there is 
only one officer in this category. This individual is on the emergency 
officers’ retired list as a second lieutenant. He served satisfactorily 
on active duty in the Naval Reserve as a lieutenant commander from 
April 7, 1943, to October 15, 1945 (30 months and 9 days), and as a 
commander from October 16, 1945 to July 13, 1946 (8 months and 
28 days, all but 13 days of which were before July 1, 1946). Enact- 
ment of S. 1732 would permit this officer’s advancement on the emer- 
gency Officers’ retired list to the grade of commander and would per- 
mit his retired pay to be computed on the basis of that grade. 

The Department of the Navy is of the opinion that this officer 
should receive benefits equivalent to those which accrued to persons 
similarly situated who served in the Army during World War II. 
While records of this Department do not indicate that any other officers 
or former officers have a similar combination of service, general legisla- 
tion such as S. 1732, is considered preferable to private legislation for 
the relief of this individual, since it is possible that other cases might 
be subsequently discovered. 











4 READJUSTING RETIREMENT BENEFITS 


Your attention is invited to the fact that the words “during the 
period September 9, 1940, to June 30, 1946,” were stricken from sec- 
tion 203 (a) of the Army and Air Force Vitalization and Retirement 
Equalization Act of 1948 by the act of May 31, 1956 (70 Stat. 222), 
It is suggested that these words be likewise deleted from S. 1732, 
in order to provide equality of treatment in the event that further 
cases like the one described above are discovered. The deletion is 
immaterial, of course, so far as the one individual whose case is known 
is concerned, as he served in the grade of commander for more than 6 
months within the prescribed period. 

Subject to the above suggestion, the Department of the Navy, on 
behalf of the Department of Defense, interposes no objection to the 
enactment of S. 1732. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Department of the Navy has been advised by the Bureau of the 
Budget that there is no objection to the submission of this report 
on S. 1732 to the coe 

For the Secretary of the Navy. 

Sincerely yours, 
E. C. SrepHan, 
Rear Admiral, United States Navy, Chief of Legislative Liaison. 


O 
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AMENDING TITLE 10, UNITED STATES CODE, WITH 
RESPECT TO CREDITING CERTAIN SERVICE AS A MEM- 
BER OF THE WOMEN’S ARMY AUXILIARY CORPS 


Avaust 16, 1957.—Ordered to be printed 


Mr. Russett, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany §S. 2305] 


The Committee on Armed Services, to whom was referred the bill 
(S. 2305) to define service as a member of the Women’s Army Auxiliary 
Corps as active service under certain conditions, having considered 
the same, report favorably thereon with amendments and recom- 
mend that the bill as amended to pass. 


AMENDMENTS TO THE BILL 


Strike out all after the enactin clause and insert in lieu thereof an 
amendment in the nature of a substitute. 
Amend the title so as to read: 


A bill to amend title 10, United States Code, with respect 
to crediting certain service as a member of the Women’s Army 
Auxiliary Corps, and for other purposes. 


EXPLANATION OF AMENDMENT 


To conform to the arrangement of the new title 10, United States 
Code, and to assure that the service that is the subject of this bill will 
be credited to those persons whose subsequent active military duty 
was in a service other than the Army, the substituted language takes 
the form of an amendment to subtitle A of title 10, which contains 
general military laws applicable to all of the Armed F orces, instead 
of to subtitle B, which relates solely to the Army. 
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PURPOSE OF THE BILL 


This bill would credit service in the Women’s Army Auxiliary 
Corps as active military duty for any person who subsequently 
served on active duty in any of the Armed Forces. 


EXPLANATION OF THE BILL 


Historical background 


The Women’s Army Auxiliary Corps was authorized by the act of 
May 14, 1942 (56 Stat. 278). Section 12 of this act provides in part 
as follows: 


The corps shall not be a part of the Army, but it shall be 
the only women’s organization authorized to serve with the 
Army, exclusive of the Army Nurse Corps. 


In other words, members of the WAAC served with, but not in, 
the Army. Their status was in contrast to that of members of the 
WAVES, women Marines, and women in the Coast Guard (SPARS) 
who served in their respective services on a military basis rather than 
as an auxiliary or adjunct thereto. 

After approximately a year’s experience with the WAAC, the War 
Department urged enactment of new legislation to drop the auxiliary 
aspect of the corps and to place it in the Army. However, no pro- 
vision was made to convey retroactively to May 14, 1942, a military 
status on service performed in the WAAC. Consequently, persons 
who initially served in the WAAC and subsequently continued their 
service in the WAAC or one of the other female components do not 
receive credit for their WAAC service, whereas persons who initially 
served in the WAVES, female Marines, or SPARS received credit 
for all their service. 

Status of WAAC 

It has been the general policy of the Congress to restrict benefits 
flowing from the performance of military duty to persons who actually 
served in the active military or naval-service of the United States, a 
distinction being drawn as between members of the Armed Forces and 
persons engaged in civilian occupations for the Government, serving 
with or in aid of the Armed Forces. Examples of groups performing 
such related services were the merchant marine, the American Na- 
tional, Red Cross, the Civil Air Patrol, the Women’s Auxiliary Serv- 
ice Pilots, the American Field Service, civilian pilots of the Air Trans- 
port Command, the Army Transport Service, and others. Although 
the reasons vary in each instance, such service has not been credited 
as active military duty for one or a combination of the reasons that 
(1) the persons were free to terminate their employment at will, (2) 
the pay received was in excess of that paid to military personnel, and 
(3) the persons were not subject to military discipline and trial by 
court-martial. An analysis of service in the Women’s Army Auxiliary 
Corps indicates that such service was essentially military. 

nlike a variety of civilian groups, members of the Women’s Army 
Auxiliary Corps were paid by the Army and in accordance with thé 
then existing pay scales for the Regular Army. This resulted in pay 
of only $21 per month for the auxiliary for the first 4 months of serv- 
ice, the same rates of pay as for the male private. 
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Unlike those civilian groups who were free to terminate their em- 
ployment at will, members of the Women’s Army Auxiliary Corps 
agreed to serve for the duration of the war plus 6 months. Conditions 
governing discharge prior to the expiration of the term of service to 
which they had agreed closely corresponded to those applicable to 
members of the Army. 

Members of the Women’s Army Auxiliary Corps were subject to 
military discipline imposed through a code of conduct enéscntioed by 
the Secretary of War. 

In addition to meeting the prerequisites of military pay, military 
length of service, and military discipline, members of the WAAC per- 
formed almost exactly the same type of service and under the same 
conditions as members of the WAVES, women Marines, and SPARS. 
The difference in their status is considered one of form instead of 
substance. 


Effect of the bill 

Enactment of this bill would enable former members of the WAAC 
who later performed active service in one of the Armed Forces to 
credit the service as active military duty for all purposes except 
promotion. The most significant result is that the persons affected 
may receive credit for as much as 16 months of service for longevity 

ay purposes. This time also would be used in determining the 
ength of service for mandatory retirement purposes and in computing 
the amount of retirement pay to which the persons involved are 
entitled when mandatorily retired. 

It is possible that some of the persons whose WAAC service would 
be credited by this bill may become entitled to benefits under laws 
administered by the Veterans’ Administration. Benefits under the 
bill are limited, however, to those persons who subsequentiy served 
on active duty in the Armed Forces. Acceptance of the persons 
covered in one of the Armed Forces creates a presumption that they 
were physically qualified for such service and therefore that the num- 
ber of persons affected by this bill who may have incurred some dis- 
ability during service in the WAAC would be extremely limited. 
The bill contains an election provision requiring persons who may 
become entitled to pension or compensation under laws administered 
by the Veterans’ Administration to make an irrevocable election 
within 1 year after enactment to receive that pension or compensation 
instead of any compensation under the Federal Employees’ Compen- 
sation Act to which the person may be entitled on account of the 
same service. 

COST DATA 


The Department of Defense estimates that the additional cost that 
would result from enactment of this bill is $47,000 for the Army and 
$19,000 for the Air Force for fiscal year 1958. 


DEPARTMENTAL RECOMMENDATION 


The Department of the Army, for the Department of Defense, 
strongly recommends favorable consideration of the bill. A letter 
from the Secretary of the Army dated July 16, 1957, is printed below 
and hereby made a part of this report. 
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DEPARTMENT OF THE ARMY, 
Washington, D. C., July 16, 1957. 
Hon. Ricuarp B. Russe 1, 
Chairman, Committee on Armed Services, 
United States Senate. 

Dear Mr. CuarrMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to S. 2305, 85th Congress, a bill to define service as a member 
of the Women’s Army Auxiliary Corps as active service under certain 
conditions. The Secretary of Defense has delegated to the Depart- 
ment of the Army the responsibility for expressing the views of the 
Department of Defense thereon. 

The purpose of the bill is stated in the title. It would grant credit 
for service as a member of the Women’s Army Auxiliary Corps, to 
any person who subsequently performed active military service in the 
Armed Forces, as active military service in World War II. In addi- 
tion, this legislation would provide that a person entitled to pension 
or compensation administered by the Veterans’ Administration, based 
upon active military service, may elect within 1 year from the effective 
date of the legislation to receive that pension or compensation in lieu 
of any compensation under the Federal Employees’ Compensation 
Act, as amended, to which such person may be entitled on the basis 
of the same service. The election will be irrevocable and would not 
create entitlement to the pension or compensation for periods prior 
to the date the election is made. 

The Women’s Army Auxiliary Corps served with the Army under 
regulations prescribed by the Secretary of War; members were, in 
appropriate circumstances, subject to the Articles of War. They 
served in similar positions with the same responsibilities as personnel 
of the Army and their pay scale was similar to that of the Army. 
Persons in the Women’s Army Auxiliary Corps were included in the 
term “persons in military service’ and the term “persons in the mili- 
tary service of the United States’’ as used in the Soldiers’ and Sailors’ 
Civil Relief Act of 1940 (54 Stat. 1178), as amended. 

Members of the WAVES, Marines, and SPARS, organizations 
which were established subsequent to the WAAC, were actually 
commissioned or enlisted in a Reserve component and as such were 
serving in an active military capacity while their counterparts in the 
Army were considered to be an auxiliary only. Consequently, 
members of the Women’s Army Auxiliary Corps, many of whom 
served overseas during this first year of service, are not given credit 
for this period as actual military service while women of other services 
who were not permitted to serve overseas at this same time are 
credited with service at home as military service. The inequality 
of not crediting service in the Women’s Army Auxiliary Corps has 
been strongly emphasized in connection with the involuntary and 
voluntary recall to extended active duty of women reservists of the 
armed services. Such reservists who had Navy or Marine Corps 
service during the same period of the Women’s Army Auxiliary Corps 
become entitled to more active service credit for basic pay, retirement, 
and separation than the recalled women reservists with Women’s 
Army Auxiliary Corps service. 

The Department of Defense has consistently opposed the crediting 
of civilian or quasi-military service as active military service, but 
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since service in the Women’s Army Auxiliary Corps was military in 
nature, this proposal should not be construed as a precedent for the 
granting of similar benefits to other individuals whose service was 
not military in nature even though performed in an organization 
serving with the Armed Forces. 

S. 592, 83d Congres, S. 2040, 883d Congress, and H. R. 4786, 84th 
Congress, were bills which had a purpose similar to that contained in 
the proposed legislation. S. 2040, 83d Congress, was passed by the 
Senate, but no further action was taken thereon. H. R. 2408, a bill 
identical to S. 2305, supra, and H. R. 2883, a similar bill, have been 
introduced in the 85th Congress and referred to the Committee on 
Armed Services and the Committee on Veterans’ Affairs, respectively, 
of the House of Representatives. 

It is believed that the enactment of the proposed bill is in the 
interests of equitable treatment of women’s services insofar as credit- 
able service for the. purposes of basic pay, retirement, and severance 

ay is concerned. The Department of the Army, on behalf of the 
Recents of Defense, strongly recommends that the bill be favor- 
ably considered. 

It is estimated that the additional costs resulting from enactment 
of this proposal will be $47,000 for the Department of the Army and 
$19,000 for the Department of the Air Force for the fiscal year 1958. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Wivser M. Brucker, 
Secretary of the Army. 
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AUTHORIZING ESTABLISHMENT OF THE UNITED STATES 
SHIP “ENTERPRISE” (CY-6) IN THE NATION’S CAPITAL 
AS A MEMORIAL MUSEUM 


Avaust 16, 1957.—Ordered to be printed 


Mr. Russett, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany S. J. Res. 96] 


The Committee on Armed Services, to whom was referred the reso- 
lution (S. J. Res. 96) to establish the United States ship Enterprise 
(CV-6) in the Nation’s Capital as a national shrine, having considered 
the same, report favorably thereon with amendments and recommend 
that the resolution, as amended, do pass, 


AMENDMENTS 


Strike out the preamble and all after the resolving clause and insert 
an amendment in the nature of a substitute 
Amend the title so as to read: 


A joint resolution to authorize establishment of the United 
States ship Enterprise (CV-6) in the Nation’s Capital as a 
memorial museum. 


EXPLANATION OF AMENDMENTS 


The amendments effectuate the recommendations of the Depart- 
ment of the Navy in its report on the resolution. 


PURPOSE 
The resolution proposes to establish the United States ship Enter- 


prise (CV-6) as a memorial museum in the area of the District of 
Columbia. 
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EXPLANATION 


A group of officers who served aboard the United States ship Enter- 
prise during World War II have associated themselves for the purpose 
of raising funds to establish the Enterprise as a memorial museum, 
It is proposed to berth the Enterprise somewhere in the Washington, 
D. C. area if the necessary funds to set up the Enterprise as a museum 
on a nonprofit basis are collected. The leader of the group engaged in 
this undertaking is Fleet Adm. William F. Halsey. 

The Enterprise has become obsolete after 20 years of outstanding 
service in the Navy. During World War II it accumulated 18 of 22 
possible combat stars for carriers in the Pacific area. At one time it 
was the only aircraft carrier operating in the Pacific. Thus it seems 
appropriate that the Enterprise be selected for memorial purposes. 


COST DATA 


Approval of the resolution would not result in any increased cost 
to the Government. The Enterprise Association would be required to 
bring the Enterprise to the location agreed upon for its berthing and to 
furnish assurances that there are sufficient funds for the maintenance 
and administration of the vessel as a museum in the public interest. 


DEPARTMENTAL RECOMMENDATION 


The Department of the Navy supports the establishment of this 
ship as a memorial museum. Printed below and hereby made a part 
of this report is a letter to this effect dated August 8, 1957, from the 
Chief of Legislative Liaison for the Department of the Navy. The 
amendments suggested in this report have been adopted. The views 
of the Smithsonian Institute, expressed in an enclosure to the Navy 
letter, are also printed below. 


DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Orrics oF LuaisLaTIvE Liaison, 
Washington, D. C., August 8, 1957. 
Hon. Ricnarp B. Russ£11, 
Chairman, Committee on Armed Services, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuarrman: Your request for comment on Senate 
Joint Resolution 96, to establish the United States ship Enterprise 
(CV-6) in the Nation’s Capital as a national shrine, has been assigned 
to this Department by the Secretary of Defense for the preparation of 
a report théreon expressing the views of the Department of Defense. 

The proposed resolution provides that ‘‘at such time as the United 
States ship Enterprise is released by the United States Navy and ac- 
quired by the Enterprise Association and its distinguished leader, 
Fleet Adm. William F. Halsey, United States Navy (retired), it shall 
be enshfined at the Nation’s Capital as a memorial museum supported 
by private funds at no expense to the United States.” 

The Department of the Navy enthusiastically supports the concept 
of establishing this illustrious ship as a memorial museum. In this 
connection it is recommended as being more fitting that the term 
“memorial museum” be used rather than ‘national shrine” and ac- 
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cordingly, that the title of the resolution be amended to read: ‘Joint 
resolution to authorize establishment of the United States ship 
Enterprise (CV-6) in the Nation’s Capital as a memorial museum.” 

Of primary concern to the Navy in the establishment of the Enter- 
prise as & memorial museum is that she be properly installed in her 
final location and maintained in such a manner that she will always 
reflect credit on the Navy. Moving the Enterprise and locating her 
in the Washington, D. C., area will entail substantial cost. The 
language of the proposed joint resolution appears to be broad enough 
to permit transfer to the Enterprise Association to be accomplished 
either by (1) transferring the ship at her present location to the asso- 
ciation, thereby placing the onus on the association to pay all. costs 
required to bring her to Washington and establish her here as a 
memorial museum; or (2) bringing the Enterprise to a location mutu- 
ally agreed upon by the responsible Federal authorities and the 
association, and transferring her to the association after she has been 
established at her final location. The latter course would be based 
on the interpretation that the joint resolution does not specify the 
place of transfer, and that the phrase “at no cost to the Government” 
refers to the establishment and support of the museum. 

The Department of the Navy, in order to support this proposal, 
must be assured that the Enterprise Association is in a suitable posi- 
tion financially, or will be in a suitable position financially, to move 
from her present location, repair, renovate, berth, prepare for display, 
and maintain and administer such vessel satisfactorily and in the 
public interest; furthermore, that the site for berthing the Enterprise 
meets with the approval of the cognizant Federal authorities. 

In addition to the above, an agreement must be reached between the 
Enterprise Association and the Secretary of the Navy relating to the 
matter of charges and fees for visitors to the vessel and to insure that 
the Enterprise will not be operated for profit above necessary operating 
and maintenance costs. It is further recommended that the Enter- 
prise Association be allowed a period of 6 months after the enactment 
of Senate Joint Resolution 96 to meet the above conditions. 

In order to accomplish the foregoing, it is recommended that Senate 
Joint Resolution 96 be amended to read in accordance with the at- 
tached draft. 

Subject to the foregoing recommended amendments, the Depart- 
ment of the Navy, on behalf of the Department of Defense, strongly 
supports enactment of Senate Joint Resolution 96. 

This report has been coordinated within the Department of Defense 
in accordance with procedures established by the Secretary of Defense. 

The Bureau of the Budget advises that while there is no objection 
to the submission of this report, it believes the committee will wish to 
consider the views of the Smithsonian Institution as set out in the 
attached copy of a letter from that Institution. 

For the Secretary of the Navy. 

Sincerely yours, 
E. C. StTepHan, 
Rear Admiral, United States Navy, 
Chief of Legislative Liaison. 
Enclosures. 
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SMITHSONIAN INSTITUTION, ) 
Washington, D. C., July 22, 1957. 
Hon. Percivat F. Brunpaaee, 
Director, Bureau of the Budget, 
Executive Offices of the President, 
Washington, D. C. 

Dear Mr. Brunpage: Acknowledgment is made of your request 
for the views of the Smithsonian Institution on Senate Joint Resolu- 
tion 96, to establish the United States ship Enterprise (CV-6) in th 
Nation’s Capital as a national shrine. 

You will recall that the Congress has provided funds to the Smith- 
sonian Institution for a Museum of History and Technology to be 
located between 12th and 14th Streets on Constitution Avenue. This 
museum will include a Hall of Naval History which will have exhibits 
devoted to the historical development and achievements of the Navy 
throughout its entire history. These exhibits will also permit com- 
prehensive treatment of naval activities during World War II. 

It is the considered opinion of the Smithsonian Institution that these 
exhibits in the Museum of History and Technology will provide for 
the Washington area adequate representation of naval history. 

In view of the above, the Institution does not feel that it can support 
the concept of establishing the United States ship Enterprise as a 
memorial museum. 

Sincerely yours, 
J. E. Grarr, Acting Secretary. 


O 
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AUTHORIZING THE TRANSFER OF NAVAL VESSELS TO 
FRIENDLY FOREIGN COUNTRIES 


Avaust 16, 1957.—Ordered to be printed 


Mr. Russzxx, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 6952] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 6952), to authorize the transfer of naval vessels: to friendly 
foreign countries, having considered the same, report favorably 
thereon with an amendment and recommend that the bill as amended 
do pass. 

AMENDMENT 


Strike out all after enacting clause and insert an amendment in the 
nature of a substitute. 


EXPLANATION OF THE AMENDMENT 


The amendment limits the authority conferred to the outright sale 
of 3 destroyers and 1 submarine to the Government of Venezuela 
and the extension of the loan of 2 submarines to the Government of 
the Netherlands. 

PURPOSE 


The purpose of the bill as amended is to authorize the President to 
sell not more than 3 destroyers and 1 submarine to the Government of 
Venezuela and to extend the loan of 2 submarines to the Government 
of the Netherlands. 


EXPLANATION OF COMMITTEE ACTION 


The authority contained in the amended version of this bill is part 
of a departmental proposal that originally would have authorized 
the transfer by loan or sale of not more than 49 destroyers, destroyer 
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escorts, and submarines from the reserve fleet to various foreign 
countries. 

The desirability of these transfers involves policy decisions that the 
committee expects to resume consideration of in the next session. 
Since the Government of Venezuela is prepared to purchase the 
vessels proposed for transfer to the country and since the authority 
for the loan of 2 submarines now in possession of the Government 
of the Netherlands expires early next year, the bill has been amended 
to grant authority to renew the loan of the 2 submarines and to sell 
as many as 4 vessels to Venezuela. 

Early in the next session the committee expects to continue its 
deliberations on authority to transfer the vessels involved in the 
legislative proposal before it was amended. 


LOAN OF SUBMARINES TO NETHERLANDS 


The act of July 11, 1952 (62 Stat. 587) authorized the President to 
lend 2 submarines to the Government of the Netherlands for not 
more than 5 years. The loan of the U. §. S. Jcefish will expire on 
February 21, 1958, and the loan of the U, S. S. Hawkbill will expire 
on April 21, 1958. These submarines are used by the Netherlands 
in accordance with formal loan agreements. 


AUTHORITY REQUIRED 


Section 7307 (b) of title 10, United States Code, provides that: 


Without authority from Congress granted after March 10, 
1951, no battleship, aircraft earrier, cruiser, destroyer, or 
submarine that has not been stricken from the Naval Reg- 
ister under Section 7304 of this Title, nor any interest of the 
United States in such a vessel may be sold, transferred, or 
otherwise disposed of under any law. 


COST DATA 


Enactment of the amended bill should not result in the expenditure 
of any Federal funds. The submarines are already in possession of 
the Netherlands and the ships that may be transferred to Venezuela 
would be purchased by that Government. 


DEPARTMENTAL RECOMMENDATION 


Printed below and hereby made a part of this report are letters 
dated April 13, 1957, from the Secretary of the Navy and August 12, 
1957, from the Chief of Legislative Liaison for the Department of the 
Navy. 

DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 18, 1957. 
Hon. Sam Raysgurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

My Dear Mr. Speaker: There is forwarded herewith a draft of 
ee legislation to authorize the transfer of naval vessels to 

iendly foreign countries, 
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This proposal is a part of the Department of Defense legislative 
rogram for 1957, and it has been approved by the Bureau of the 
udget... The epertunen of the Navy has been designated as the 
representative of the, Department of Defense for this legislation. It is 
recommended that this proposal be enacted by the Congress. 


PURPOSE OF, THE: LEGISLATION 


The proposed legislation would authorize the President to transfer . 
by loan or sale 49 ships of the destroyer, destroyer escort, and sub- 
marine types of the Reserve Fleet. The loan period will not exceed 
5 years, the loans to be renewed for additional periods not exceeding 
5 years at the discretion of the President. 

The loan of these naval ships has many advantages. The proposed 
ship transfers are aimed at the replacement of obsolescent ships in the 
recipient navies. The ships loaned in service and operating will form 
a free-world pool of warships which would be dispersed over a large 
area. ‘They would be deployed to critical areas prior to D-day and be 
immediately available. They will assist in the modernization of these 
foreign navies. The ships will provide much needed additional train- 
ing, and strengthen the antisubmarine warfare potential in the 
respective areas. In addition, the United States can by careful selec- 
tion of ships transferred, influence the composition of friendJy foreign 
navies in such a way as to best complement the United States Navy 
and make maximum contribution to the defensive strength of the 
free world. 

Inasmuch as the details of the proposed loan program are classified, 
they are not transmitted to the Congress at this time, but will be made 
available to the Congress at the hearings on the proposed bill. 

Section 7307 of title 10, United States Code, requires the authoriza- 
tion of Congress for the loan of destroyers and submarines. 


COST AND BUDGET DATA 


It is estimated the cost of activation, which includes rehabilitation, 
outfitting, and providing spare parts, ammunition and logistic sup- 
port, for each destroyer will be approximately $2 million; for each 
destroyer escort, approximately $1.7 million; and for each submarine, 
approximately $1.75 million. The total funds required for activation 
of ships in this transfer program is approximately $87 million. The 
costs will be charged to funds programed for the recipient government 
under the Mutual Security Act of 1954, as amended, or to funds pro- 
vided by the recipient government under the reimbursable provisions 
of that act, on a country by country basis, in accordance with their 
economic capability. 

Should the United States request the return of a ship loaned prior 
to the expiration of the loan period specified by the agreement, the 
foreign government if it has paid the above costs under the reimburs- 
able provisions of the act, will be reimbursed by the United States on 
& pro rata basis. 

Sincerely yours, 
Tuomas S. Gates, Jr., 
Secretary of the Navy. 
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DEPARTMENT OF THE Navy, 
OFFICE OF THE SECRETARY, 
Orrice or Lecisnative Liaison, 
Washington, D. C., August 12, 1957. 
Hon. Ricwarp B. Russet, 
United States Senate, Washington, D. C. 

My Dear Senator Russet: In compliance with your request 
there is enclosed herewith substitute language for H. R. 6952, a bill 
to authorize the transfer of naval vessels to friendly foreign countries. 

This draft would limit H. R. 6952 to the outright sale of 3 destroyers 
and 1 submarine to the Government of Venezuela and the extension 
of the loan of 2 submarines to the Government of the Netherlands. 
The present loan to the Netherlands of the U.S. S. Icefish will expire 
on February 21, 1958, and the loan of the U.S. S. Hawkbill will expire 
on April 21, 1958. 

Sincerely yours, 
E. C. Srmpxan, 
Rear Admiral, United States Navy, Chief of Legislative Liaison. 


O 
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AMENDING THE LAWS GRANTING EDUCATION AND TRAINING 
BENEFITS TO CERTAIN VETERANS SO AS TO EXTEND, WITH 
RESPECT TO CERTAIN INDIVIDUALS, THE PERIOD DURING 
WHICH SUCH BENEFITS MAY BE OFFERED 





Avucust 16, 1957.—Ordered to be printed 


Mr. Tuurmonp, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


[To accompany 8. 166] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (S. 166) to amend the laws granting education and training 
benefits to certain veterans so as to extend, with respect to certain 
individuals, the period during which such benefits may be offered, 
having considered the same, report favorably thereon, with amend- 
ment, and recommend that the bill, as amended, do pass. 

The amendment follows: 


Strike out everything after the enacting clause and insert in lieu 
thereof the following: 


That paragraph 1 of part VIII of Veterans Regulations Numbered 1 (a) is 
amended by adding at the end thereof the following new sentence: “Notwith- 
standing the provisions of the first and second provisos of the preceding sentence 
any otherwise eligible person whom the Administrator determines to have been 
prevented from initiating a course of education or training under this part within 
the period provided by the first of such provisos because such person had not met 
the nature of discharge requirements of this paragraph or of section 1503 of the 
Servicemen’s Readjustment Act of 1944 (38 U. S. C. 697c) prior to a change, 
correction, or modification of a discharge or dismissal made pursuant to section 
301 of the Servicemen’s Readjustment Act of 1944, as amended (38 U. 8. C. 
693h), or the correction of a military or naval record made pursuant to Title 10, 
United States Code, section 1552, or other corrective action by competent 
authority shall be permitted (a) to initiate a course of education or training 
under this part within four years after the date his discharge or dismissal was so 
changed, corrected, or modified, or within four years after the date of enactment 
of this sentence, whichever is later, and (b) to pursue, subject to the other pro- 
visions of this part, such course for a period of not more than five years after the 
date of initiation thereof.” 

Src. 2. (a) Section 212 (a) of the Veterans’ Readjustment Assistance Act of 
1952 is amended by adding at the end thereof the following new sentence: ‘‘Not- 
withstanding the preceding sentence any otherwise eligible veteran whom the 
Administrator determines to have been prevented from initiating a program of 
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education or training under this title within such period because such veteran had 
not met the nature of discharge requirements of section 201 (2) (B) of 'this title 
prior to a-change, correction, or modification of a discharge or dismissal ‘made 
pursuant to section 301 of the Servicemen’s Readjustment Act of 1944, as 
amended (38 U. 8S. C. 693h), or the correction of a military or naval record made 
pursuant to Title 10, United States Code, section 1552, or other corrective action 
by competent authority shall be permitted to initiate a course of education or 
training under this title within three years after the date his discharge or dismissal 
was so changed, corrected, or modified, or within three years after the date of 
enactment of this sentence, whichever is later.” 

(b). Section 213 of the Veterans’ Readjustment Act of 1952 is amended by 
striking out the period at the end thereof and inserting in lieu of such period a 
semicolon and the following: ‘‘except that any veteran who is eligible to initiate 
a program of education or training by reason of the provisions of the second 
sentence of section 212 (a). of this title shall be permitted to pursue, subject to the 
other provisions of this title, such program for a period of not more than five years 
after the date of initiation thereof.” 


BACKGROUND OF THE BILL 


The purpose of the bill (S. 166) is to restore educational and voca- 
tional training benefits to veterans whose rights thereto have been 
denied by reason of an improper type of discharge, where such dis- 
charge is subsequently corrected or modified by competent authority. 
Similar relief has already been granted to disabled veterans by Public 
Law 610, 83d Congress, which amended the Acts Providing for Voca- 
tional Rehabilitation of Disabled Veterans (Public Law 16, 78th 
Cong., March 24, 1943; Public Law 894, 81st Cong., December 
28, 1950). 

One of the most valuable benefits which Congress has made avail- 
able to veterans of World War II and to veterans of the Korean con- 
flict is the education and vocation training programs provided by the 
Servicemen’s Readjustment Act of 1944 (Public Law 346, 78th Cong., 
June 22, 1944) and the Veterans Readjustment Assistance Act of 
1952 (Public Law 550, 82d Cong., July 16, 1952). Entitlement to 
participate in the programs is conditioned upon the veteran’s having 
been discharged or released from active service under conditions 
other than dishonorable, and also upon compliance with fixed statu- 
tory delimiting dates or deadlines for the commencement and 
completion of training thereunder. 

The problems raised by these requirements are particularly acute 
in the corrected discharge cases. Tor example, under the Service- 
men’s Readjustment Act of 1944, a World War II veteran was re- 
quired to initiate his education or training within 4 years after dis- 
charge or within 4 years after the end of World War II, whichever 
was later. Thus, a veteran whose discharge record was corrected 
subsequent to the foregoing delimiting dates could not avail himself 
of the educational benefits. Similarly, the Korean veteran, who, 
under the Readjustment Assistance Act of 1952, must initiate his 
course of training within 3 years after discharge, would be precluded 
from the educational benefits if his discharge record was corrected 
more than 3 years after discharge. 

To remedy these inequities, the bill (S. 166) creates exceptions to 
the delimiting dates and deadlines for the initiation of training under 
the programs so that veterans with corrected discharge may obtain 
benefits thereunder. World War II veterans within the permitted 
class would be granted an additional 4 years beyond the date of cor- 
rection of discharge within which to initiate a course of training under 
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the program. Korean veterans within ‘the permitted class would be 
allowed to initiate a program within 3 years after the date of correc- 
tion of discharge. 

The Bureau of the Budget and the Veterans’ Administration are 
opposed to this bill on the ground that it contravenes the policy 
underlying the fixed statutory delimiting dates. In this regard, the 

encies were impressed by the reasoning that the delimiting dates 
afford an ample period of time for a reasonably diligent person to 
obtain a korteeit discharge, if such is warranted, and still initiate a 
program in advance of the deadlines. Attention was also called to the 
possibility that presumably the delimiting dates, which afford a 
reasonable period during which the average veteran may avail himself 
of benefits, were imposed by Congress to avoid the administrative 
complexities and difficulties of adjudicating individual cases. 

The committee fully appreciates the logic of this position from the 
administrative viewpoint and has given it careful consideration. 
However, the committee believes that these objections are completely 
overwhelmed by the logic and merit on the side of the veterans who 
have been denied their educational and vocational benefits by an 
erroneous act of their Government. More specifically, the committee 
believes that, since the basic principle underlving a corrected discharge 
is that the nature of discharge as finally found by the reviewing 
authority should have been the nature of discharge at the time of 
separation, it would be manifestly unfair to preclude veterans from 
benefits because the corrected discharge is not rendered before expira- 
tion of the delimiting period. 

Finally, since it may be argued that the educational benefits are 
readjustment aids of a temporary nature, and therefore should not be 
extended beyond the readjustment period for any circumstances, 
the committee should like to point out that the statement of policy 
of the relevant acts specifically declares that the educational benefits 
are Offered for two distinct purposes: (1) to assist the veteran in 
readjusting to civilian life, and (2) to restore lost educational oppor- 
tunities. To lay stress on the readjustment purpose to the detriment 
of the other purpose does not seem justified, especially when it cannot 
be fairly said that the readjustment period actually begins until the 
handicap of the improper discharge has been removed. 

The veterans organizations did not learn of this bill in time to 
formulate a formal position before the hearings on the bill. However, 
during the hearings, the representatives of these organizations in- 
dicated approval of the bill. 

The information received by the committee shows the existence of 
only one corrected discharge case that would be affected by the bill. 
The Veterans’ Administration states that, although reliable data upon 
which to base an accurate estimate of cost is not available, it is believed 
that the total increased cost would not be substantial. 


SECTIONAL ANALYSIS OF THE AMENDMENT 


The committee amendment is actually a substitute bill which 
preserves in toto the purpose of the bill (S. 166). 

Section 1 creates, on behalf of certain World War II veterans, ex- 
ceptions to the delimiting dates or deadlines for the initiation and 
completion of a course of education or vocational training under the 
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Servicemen’s Readjustment Act of 1944. The exceptions apply only 
where an improper type of discharge, which prevented the timely 
initiation of a course of education or vocational training, has been 
corrected or modified by competent authority. A World War II 
veteran within the excepted class is permitted: (a) to initiate a course 
of training within 4 years after the correction of discharge, or within 
4 years after the date of enactment of this bill, whichever is later; 
and (b) to pursue such course for a period of 5 years after the initia- 
tion thereof. 

Section 2 (a) and (6) creates exceptions for certain Korean veterans 
similar to those provided for World War II veterans by section 1. 
The exceptions for the Korean veteran, like those for World War II 
veterans, apply only where an improper type of discharge, which pre- 
vented the timely initiation of a course of education or vocational 
training, has been corrected or modified by competent authority. A 
Korean veteran within the excepted class is permitted: (a) to initiate 
a course of training within 3 years after the correction of discharge, or 
within 3 years after the date of enactment of this bill, whichever is 
later; and (b) to pursue such course for a period of 5 years after the 
initiation thereof. 

The reports from the Veterans’ Administration and the Bureau of 
the Budget follow: 

Marcu 15, 1957. 
Hon. Lister Hu111, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 


Dear Senator Hitz: This is with further reference to your request 
for a report by the Veterans’ Administration with regard to S. 166 
85th Congress, a bill to amend the laws granting education an 
training benefits to certain veterans so as to extend, with respect to 
oe individuals, the period during which such benefits may be 
offered. 

S. 166 proposes to create exceptions to the deadlines for the pursuit 
of education or training by veterans of World War II or the Korean 
conflict period in favor of those of such veterans who were unable to 
timely pursue such a course because of their failure to meet the 
requirement of a discharge or release ‘‘under conditions other than 
dishonorable,” if such discharge or release was subsequently cor- 
rected, or modified, by competent authority. 

The bill appears to be patterned after Public Law 610, 83d Con- 

ess. That law amended the laws (Public Law 16, 78th Cong., and 

ublic Law 894, 81st Cong.) providing vocational rehabilitation for 
certain disabled veterans of World War II and the Korean conflict 
period to grant an additional 4 years beyond the generally applicable 
termination dates during which an otherwise eligible person might 
 sugedar a course of such training if timely pursuit had been prevented 
y certain specified hardship situations (including corrected discharge 


cases). 

Under the Servicemen’s Readjustment Act, a World War II vet- 
eran was required to initiate a course of education or training by the 
date 4 years after his discharge or release, or 4 years after the end of 
World War II, whichever was the later, and no training could be 
afforded beyond 9 years after the end of World War II. With the 
exception of enlistees or reenlistees afforded more liberal time limits 
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by the Armed Forces Voluntary Recruitment Act of 1945, World War 
II was terminated for the ‘puspone of the Servicemen’s Readjustment 
Act as of July 25, 1947. Hence, for most persons, the World War IL 
education and training program terminated on July 25, 1956. In the 
corrected discharge cases, S. 166 would extend the date by which edu- 
cation or training could be afforded until 13 years after the end of 
World War II @WJuly 25, 1960, generally; somewhat later in the Re- 
cruitment Act cases). Persons within the permitted class would be 
authorized to commence a course as late as 4 years after the correc- 
tion of discharge, notwithstanding the fact that the applicable statu- 
tory initiation date has long since passed. 

The educational and vocational assistance program established for 
veterans of the Korean conflict period by title II of the Veterans’ 
Readjustment Assistance Act of 1952 contains delimiting require- 
ments somewhat similar to those of the Servicemen’s Readjustment 
Act. Veterans eligible under the 1952 act, as amended, must initiate 
their program of education or training not later than 3 years after 
discharge or release from active duty, and must complete such pro- 
gram not later than the date 8 years after discharge or release. There 
is an overall terminal date for the program of January 31, 1965. If 
certain technical problems are disregarded at this point, S. 166 would 
permit a person who had been prevented from timely entering training 
under the act, by lack of the proper type of discharge, to initiate a 
program within 3 years after the date that his discharge or dismissal 
was corrected, or modified, and complete such program as late as 11 
years after his discharge or release from active service. 

As the committee of course knows, the education and training 
benefit of both the Servicemen’s Readjustment Act and of the Vet- 
erans’ Readjustment Assistance Act was one of several benefits de- 
signed as a system of readjustment aids for returning veterans to 
assist them in solving the problems which confronted them in the 
immediate postservice period, thus speeding their reintegration into 
the civilian population. Consistent with this purpose, the education 
and training and other major readjustment benefits were made tempo- 
rary programs, subject to fixed statutory delimiting dates. These 
deadlines were intended to afford a reasonable period during which 
the average veteran would be able to avail himself of the benefit. 
Presumably, this approach was taken by the Congress to avoid the 
administrative complexities and difficulties of adjudicating individual 
cases, 

During the life of the Servicemen’s Readjustment Act program, a 
number of bills were introduced in the Congress to create exceptions 
to the deadlines of that act to meet various hardship situations. No 
such bill was reported favorably by the committee to which it was 
referred. 

It would seem that this longstanding policy is basically sound, 
when applied to readjustment benefits which are intended to be 
available for only a limited period of time following active service. 
Such benefits are not quite analogous to vocational rehabilitation, 
which is solely provided for service-disabled veterans and which, b 
its nature, is a highly individualized program. As heretofore noted, 
exceptions, like those proposed by S. 166, were established with respect 
to that program by Publie Law 610, 83d Congress. 

With respect to the World War II veterans, it would seem that the 
approximately 5 to 54 years between general demobilization following 
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that war and the delimiting date for commencing education and 
training afforded such veterans an ample period during which . 
reasonably diligent person could have taken appropriate steps to 
obtain a corrected discharge, if change was warranted, in time to 
initiate his program. At this late date it is difficult to justify a 
reversal of congressional policy and the grant of an exception to this 
one class of veterans, when there are a number of other classes of 
persons who were unable to utilize the benefit and who could urge 
that equity required like treatment in their cases. The same basic 
reasoning would apply to the educational and vocational assistance 
program of the Veterans’ Readjustment Assistance Act of 1952 for 
“Korean” veterans. 

As a technical matter, attention may be invited to the fact that 
section 207 of the Legislative Reorganization Act of 1946 (5 U.S. C. 
191 (a)) was asain ot Public Law 1028, 84th Congress, and restated 
as title 10, United States Code, section 1552. Further, attention is 
invited to the fact that section 1503 of the Servicemen’s Readjustment 
Act of 1944 is not applicable to title II of the Veterans’ Readjustment 
Assistance Act of 1952. The comparable requirement of a discharge 
under conditions other than dishonorable applicable to that act is 
contained in the definition of ‘ eligible veteran” in section 201 (2) (B) 
of the act. Therefore, the reference to the said section 1503 in 
section 2 of the bill should be amended to refer to section 201 (2) (B) 
of the Veterans’ Readjustment Assistance Act. 

Finally, there appears to be a conflict between the proposed liberal- 
ization of the completion deadline of section 213 of the Veterans’ Re- 
adjustment Assistance Act and the retention in this section of the 
date “January 31, 1965” as the final termination of the program. 
Clarification would be indicated if this bill is to receive further con- 
sideration. 

In view of the foregoing, 1 am unable to recommend favorable 
consideration of S. 166 by your committee. 

It is not possible to make an accurate estimate of increased cost 
which would be attributable to the enactment of this proposal, since 
necessary statistical data upon which to determine the number of 
individuals affected is not available. It is believed, however, that 
the total increased cost would not be substantial. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to your com- 
mnittee. 

Sincerely yours, 





———,, Deputy Administrator 
(For and in the absence of H. V. Higley, Administrator). 





EXEcuTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET 


Washington, D. C., March 16, 1957. 
Hon. Lister Hit, 


Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 
My Dear Mr. Cuatrman: This is in reply to your request of 
January 11, 1957, requesting the views of the Bureau of the Budget 
on S, 166, a bill to amend the laws granting education and training 
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benefits to certain veterans so as to extend, with respect to certain 
individuals, the period during which such benefits may be offered. 

The Administrator of Veterans’ Affairs in his report to your com- 
mittee refers to the basic readjustment purpose of the veterans 
education benefits and suggests that such benefits offered beyond the 
present termination dates would have little or no relation to the 
readjustment problems of the veterans concerned. It is also indicated 
that the present termination dates fixed by Congress were intended 
to reflect average periods required for readjustment to civilian life, and 
that Congress has previously rejected proposals to make special 
exceptions for particular categories of veterans. The Administrator 
notes the discriminatory effects of the bill in granting an exception 
to one specific group while others may also have been precluded from 
using the education benefits for a variety of reasons not related to 
the original character of their discharge. Such inequity would 
generate pressures to extend similar treatment to other groups 
or individuals. 

The Bureau of the Budget concurs in the views expressed by the 
Administrator, and recommends against enactment of S. 166. 

Sincerely yours, 
Ropert E. Merriam, 
Assistant Director, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing Taw proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


PARAGRAPH 1 or Parr VIII or Vererans ReauiatTion NuMBERED 


I (A) 


1. Any person who served in the active military or naval service 
on or after September 16, 1940, and prior to the termination of the 
present war, and who shall have been discharged or released therefrom 
under conditions other than dishonorable, and who either shali have 
served ninety days or more, exclusive of any period he was assigned 
for a course of education or training under the Army specialized 
training program or the Navy college training program, which course 
was @ continuation of his civilian course and was pursued to comple- 
tion, or as a cadet or midshipman at one of the service academies, or 
shall have been discharged or released from active service by reason 
of an actual service-incurred injury or disability, shall be eligible for 
and entitled to receive education or training under this part: Provided, 
That such course shall be initiated not later than four years after 
either the date of his discharge or the termination of the present war, 
whichever is the later: Provided further, That no such education or 
training shall be afforded beyond nine years after the termination of 
the present war. Notwithstanding the provisions of the first and second 
provisos of the precediny sentence any otherwise eligible person whom the 
Administrator determines to have been prevented from initiating a course 
of education or training under this part within the period provided by 
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the first of such provisos because such person had not met the nature of 
discharge requirements of this paragraph or of section 1508 of the Service- 
men’s Readjustment Act of 1944 (88 U. S. C. 697 e) prior to a change, 
correction, or modification of a discharge or dismissal made pursuant 
to section 301 of the Servicemen’s Readjustment Act of 1944, as amended 
(88 U. 8S. C. 693 h), or the correction of a military or naval record made 
pursuant to Title 10, United States Code, section 1552. or other corrective 
action by competent authority shall be permitted (a) to initiate a course 
of education or training under this part within four years after the date 
his discharge or dismissal was so changed, corrected, or modified, or 
within four years after the date of enactment of this sentence, whichever 
is later, and (b) to pursue, subject to the other provisions of this part, 
such course for a period of not more than five years after the date of 
initiation thercof. 


SecTion 212, Pusuic Law 550, 82p ConereEss 
COMMENCEMENT; TIME LIMITATIONS 


Sec. 212. (a) No eligible veteran shall be entitled to initiate a 
program of education or training under this title after August 20, 1954, 
or after two years after his discharge or release from active service, 
whichever is later. Notwithstanding the preceding sentence any other- 
wise eligible veteran whom the Administrator determines to have been 
prevented from initiating a program of education or traiaing under this 
title within such period because such veteran had not met the nature of 
discharge requirements of section 201 (2) (B) of this title prior to a change, 
correction, or modification of a discharge or dismissal made pursuant to 
section 301 of the Servicemen’s Readjustment Act of 1944, as amended 
(38 U. 8S. C. 693h), or the correction of a military or naval record made 
pursuant to Title 10, United States Code, section 1552, or other corrective 
action by competent authority shall be permitted to initiate a course of 
education or training under this title within three years after the date 
his discharge or dismissal was so changed, corrected, or modified, or 
within three years after the date of enactment of this sentence, whichever 
is later. 

Section 213, Pusiic Law 550, 82p ConaGreEss 


EXPIRATION OF ALL EDUCATION AND TRAINING 


Src. 213. No education or training shall be afforded an eligible 
veteran under this title beyond seven years after either his discharge 
or release from active service or the end of the basic service period, 
whichever is earlier; except that any veteran who is eligible to initiate a 
program of education or training by reason of the provisions of the second 
sentence of section 212 (a) of this title shall be permitted to pursue, 
subject to the other provisions of this title, such program for a period of 
not more than five years after the date of initiation thereof. 


O 


‘ 
; 
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EXTENSION OF TIME FOR APPLYING FOR MUSTERING- 
OUT PAYMENTS 





Avcust 16, 1957.—Ordered to be printed 





Mr. TuurmonpD, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


[To accompany 8. 1698} 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (S. 1698) to extend the time for Korean veterans to file claims 
for mustering-out pay under the Veterans Readjustment Assistance 
Act of 1952, having considered the same, unanimously report favorabl 
thereon with amendment and recommend that the bill, as amended, 
do pass. 

The amendment follows: 

On page 1, line 5, strike “1958” and insert in lieu thereof “1959”, 


BACKGROUND OF THE BILL 


Title V of the Veterans Readjustment Assistance Act of 1952 
(Public Law 550, 82d Cong., July 16, 1952), provides mustering-out 
payments for veterans of the Korean conflict in amounts of $100, $200, 
or $300, depending upon length and type of service. Under the pro- 
visions of title V, as enacted on July 16, 1952, applications for muster- 
ing-out payments were required to be filed within 2 years after enact- 
ment of title V which, in effect, set July 16, 1954, as the cutoff date 
for filing such applications. 

For those men discharged after its enactment, title V presented no 
problems for thev received their mustering-out payments as a matter 
of course upon discharge and within a few months thereafter. How- 
ever, the many veterans who were discharged before the enactment 
of title V had the probiem, first, of learning of their rights thereunder, 
and second, of making formal application therefor. 

Experience proved that the cutoff date of July 16, 1954, did not 
give this second group of veterans adequate opportunity to apply for 
the mustering-out payments to which they were entitled. Conse- 
quently, in 1955, upon receiving information that approximately 
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3,867 veterans of the Korean conflict had not received their mustering- 
out payments before the cutoff date of July 16, 1954, Congress granted 
a 2-year extension for the filing of applications for mustering-out pay. 
This extended the date to July 16, 1956. (See Public Law 180, 84th 
Cong., July 26, 1955.) 

After the expiration of the July 16, 1956 cutoff date, the committee 
‘received information from Senator Robert S. Kerr, the author of the 
bill, that a small number of Korean conflict veterans still have not 
received their mustering-out pay. The purpose of this bill is to 
dang those veterans an opportunity to apply for this benefit on or 

efore July 16, 1959. 

The information received by the committee during its hearings on 
the bill was that there are approximately 1,000 outstanding claims for 
mustering-out pay. ‘These are divided among the service departments 
as follows: Army, 400; Air Force, 200; Navy, 400. 

In its report, the Department of Defense, acting through the 
Department of the Air Force, recommended favorable action on the 
bill and also recommended that the new cutoff date be fixed at July 
16, 1959, instead of July 16, 1958, as provided by the bill. The 
Department’s recommendation in regard to the cutoff date is reflected 
in the committee amendment. 

Because of the amount of the payment and the number of veterans 
involved, it seems unlikely that the cost of this legislation would 
exceed $250,000. The Department of Defense reports that such cost 
can be absorbed within existing appropriations. 

The report of the Department of Defense follows: 


DeEPARTMENT OF THE Arr Force, 
OFFICE OF THE SECRETARY, 
Washington. 
Hon. Lister H111, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate. 

Dear Mr. CuarrMan: I refer to your request for the views of the 
Department of Defense on S. 1698, a bill to amend the Veterans’ 
Readjustment Assistance Act of 1952, to extend the time for filing 
claims for mustering-out payments. The Secretary of Defense has 
delegated to the Department of the Air Force the responsibility for 
expressing the views of the Department of Defense thereon. 

The purpose of S. 1698 is to extend the time within which veterans 
who were discharged or relieved from active service under honorable 
conditions before July 16, 1952, may file claims for mustering-out 
payments under the Veterans’ Readjustment Assistance Act of 1952, 
as amended. Under title V of that act, as originally enacted, it was 
required that eligible veterans must make application for mustering- 
out payments within 2 years after July 16, 1952, the date of enactment 
of title V. By Public Law 180, 84th Congress (69 Stat. 380), the time 
within which veterans could file such applications was extended to 
July 16, 1956. This bill would now extend that time for filing such 
applications to July 16, 1958. 

The Department of Defense is in accord with the principle embodied 
in S. 1698 that certain veterans should not be deprived of benefits 
received by other veterans similarly situated because of the expiration 
of an arbitrary cutoff date. However, since almost 1 year of the 
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2-year propenes extension has already elapsed, ‘t is recommended that 
the date “July 16, 1958” in line 5 of S. 1698 be changed to “July 16, 
1959”. 

Subject to the foregoing recommendation, the Department of the 
Air Force, on behalf of the Department of Defense, favors enactment 
of S. 1698. 

Although no exact records have been maintained of applications for 
mustering-out payments which were filed after the existing termination 
date of July 16, 1956, it is estimated that there are approximatel 
1,000 outstanding claimants within the Department of Defense wi 
an average claim of approximately $250 for a total estimated cost 
within the Department of Defense of $250,000 should S. 1698 be 
enacted. Of this amount, approximately $100,000 would be for Army 
claims; $100,000 would be for Navy claims; and $50,000 would be for 
Air Force claims. It is anticipated that these amounts can be 
absorbed. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget has advised that it has no objection to the 
submission of this report. 


Sincerely yours, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


Section 503, Pustic Law 550, 82p ConGreEss 
TIME LIMITATIONS 


Sec. 503. Any member of the Armed Forces entitled to mustering- 
out payment who shall have been discharged or relieved from active 
service under honorable conditions before the effective date of this 
title shall, if application therefor is made on or before July 16, [1956] 
1959, be paid such mustering-out payment by the Department of the 
Army, Navy, or Air Force, or the Treasury Department, as the case 
may be, beginning within one month after application has been 
received and approved by such department. No member of the 
Armed Forces shall receive mustering-out payment under this title 
more than once, and such payment shall accrue and the amount 
thereof shall be computed as of the time of discharge for the purpose 
of effecting a permanent separation from the service or of ultimate 
relief from active service or, at the option of such member, for the 
purpose of enlistment, reenlistment, or appointment in a regular 
component of the Armed Forces. 


O 
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AUTHORIZING THE ADMINISTRATOR OF VETERANS’ AFFAIRS TO 
NEGOTIATE A NEW CONTRACT WITH THE CITY OF STURGIS, 8. 
DAK., WITH RESPECT TO THE USE OF THE SEWAGE FACILITIES 
OF SUCH: CITY BY THE FORT MEADE VETERANS’ HOSPITAL, 
STURGIS, S. DAK. 


Avaust 16, 1957.—Ordered to be printed 


Mr. THurmonp, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


[To accompany 8. 2467] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (S. 2467) to authorize the Administrator of Veterans Affairs 
to negotiate a new contract with the city of Sturgis, S. Dak., with 
respect to the use of the sewage facilities of such city by the Fort 
Meade Veterans Hospital, Sturgis, S. Dak., having considered the 
same, report favorably thereon with amendments, and recommend 
that the bill, as amended, do pass. 

The amendments follow: 

On page 1, line 8, strike ‘(1)’. 

On page 2, lines 3 through 5, strike “‘, and (2) pay to such city an 
annual maintenance and operation fee for the use of such sewage 
facilities by such hospital’. 

On page 2, line 8, strike ‘““Eng-2875” and insert in lieu thereof 
“eng-2876”’. 

EXPLANATION OF THE BILL 


The bill, as amended, authorizes and directs the Veterans’ Ad- 
ministration to pay to the city of Sturgis, S. Dak., a proportionate 
share (but not less than 15 percent) of the construction cost of con- 
templated expansion and improvement of the Sturgis sewage facilities. 
To achieve this, a contract now in force between the city and the 
Government is to be replaced by a new contract between the city 
and the Administrator of Veterans’ Affairs. 

In 1939, when Sturgis built its first modern sewage-treatment plant, 
the city entered into a contract with the Government under which it 
obtained an easement from the then Fort Meade military post to 
lay pipes across its land. In return, the Government was permitted 
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to connect to the sewage line and was to have free sewage treatment 
for 50 years for a small cavalry post. 

In 1942, the sewage facilities needed improvements. The original 
contract was renegotiated and the Government contributed $21,000 
to the cost of improvements. Thereafter, the Army abandoned the 

ost and in 1944 it was converted to a Veterans’ Administration 
peat her for neuropsychiatric patients who had been evacuated from 
west coast hospitals. The hospital, now known as the Fort Meade 
Veterans Hospital, is current operating as a 720-bed hospital with a 
preponderence of neuropsychiatric patients. Its present contribution 
to the total sewerage flow of the Sturgis facilities amounts to 25.9 
percent. 

Although the Sturgis facilities were expanded as recently as 1946 
and 1954, current health problems require further expansion and 
improvement. However, the city of Sturgis states that it cannot 
finance the improvements unless the Veterans’ Administration bears 
its proportionate share of the cost. 

The estimated cost of the contemplated improvements is $135,- 
467.74, of which sum the Veterans’ Administration would pay 
$20,320.16 as its proportionate share. 

The sponsors of the bill called attention to the fact that the city has 
already made its maximum effort to finance the plant. The city paid 
for the improvements made in 1946 and 1954 from general city funds 
and from a $50,000 general obligation bond issue. In addition, for 
the years 1945-56, the city appropriated $115,000 for operating cost of 
the plant. No part of these costs may be passed on to the Govern- 
ment under the 1942 contract, which is now in force and which has 35 
years to run. 

The Government has received sewage service at Fort Meade from 
1939 to date for a total expenditure of only $21,000. The committee 
believes that probably a much greater expenditure would have been 
made by the Government if it had attempted to provide its own sewage 
facilities at the installation. In these circumstances, the committee 
believes that it is only fair and just that the 1942 contract be renego- 
tiated so that the Veterans’ Administration may be directed to bear its 
proportionate share of the cost of improvements now needed. 

The Veterans’ Administration and the Bureau of the Budget are 
not in favor of this bill. However, the committee believes that most 
of the objections raised by these agencies have been met by the com- 
mittee amendments. The committee calls attention to the unique 
nature of the Sturgis situation. This bill does not set a precedent. 

The report of the Veterans’ Administration and the Bureau of the 
Budget follow: 

VeTeRANs’ ADMINISTRATION, 
OFFICE OF THE ADMINISTRATOR OF VETERANS AFFAIRS, 
Washington, D. C., August 12, 1957, 
Hon. Lister H111, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington 25, D. C. 

Dear Senator Hutu: Further reference is made to your letter 
requesting a report by the Veterans’ Administration relative to S. 2467, 
85th Congress, a bill to authorize the Administrator of Veterans’ 
Affairs to negotiate a new contract with the city of Sturgis, S. Dak., 
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‘with respect to the use of the sewage facilities of such city by the 
Fort Meade Veterans’ Hospital, Sturgis, S. Dak. 

The bill proposes to. direct the Administrator of Veterans’ Affairs 
to negotiate a new contract, for a period not to exceed 50 years, with 
the city of Sturgis, S. Dak., with respect to the use of the city’s 
sewerage facilities by the Veterans’ Administration Hospital, Fort 
Meade, S. Dak., so as to require the Veterans’ Administration to pay 
to the city (1) a proportionate share (but not less than 15 percent) 
of the construction cost for the expansion and improvement of the 
sewerage facilities, and (2) an annual maintenance and operation fee 
for the use of such facilities by the hospital. It would also require 
cancellation of the existing contract between the United States and 
the city with respect to the use of the mentioned facilities. 

A typographical error is noted in the bill. The contract number 
appearing in line 8, page 2, should be ““‘W-631-eng-2876.” 

n 1939, the then War Department granted a 50-year easement 
across the Fort Meade Reservation to the city of Sturgis, S. Dak., to 

ermit installation of the city’s outfall sewer, which otherwise would 
fone had to follow a much longer route. As consideration for the 
easement, the Government was permitted to connect the sewers from 
the military reservation to the city’s sewerage system and, without any 
limitation on quality or flow, was to have the use of the city’s facilities 
without payment of any recurring charges, for the mentioned 50-year 
period. On September 1, 1942, pursuant to authority contained in 
the First War Powers Act, 1941 (55 Stat. 838), as amended (50 
U.S. C. App. 691, et seq.), and Executive Order 9001, dated December 
27, 1941, the War Department entered a sewage service contract with 
the city and paid the sum of $21,000 to assist the city of Sturgis in 
the construction of additional sewage treatment facilities. 

In accordance with the provisions of section 102 of the Service- 
men’s Readjustment Act of 1944 (58 Stat. 204; 38 U. S. C. 693b), 
the reservation at Fort Meade, S. Dak., was transferred by the then 
Secretary of War to the Veterans’ Administration, for the care and 
treatment of veterans, on September 11, 1944. The installation at 
Fort Meade is currently operated as a 720-bed hospital with a pre- 
ponderance of neuropsychiatric patients. 

examination of the records discloses that when the sewage 
service contract was made in September 1942, there were 1,583 mili- 
tary personnel and more than 86 civilians residing on the Fort Meade 
Military Reservation. By comparison, the current Veterans’ Admin- 
istration hospital population is approximately 1,266 persons, consisting 
of some 681 patients, 480 employees, and 105 other residents. Since 
many of the Veterans’ Administration employees are residents of the 
city of Sturgis, the city’s consulting engineers consider the population 
of the hospital reservation to be the equivalent of 950 persons using 
the sewerage system. Present and planned construction at the 
Veterans’ Administration hospital do not contemplate any increase 
in this utilization by the Veterans’ Administration, 

While the population of the hospital represents a decrease from the 
population at the time the second contract was made, available infor- 
mation indicates that the population of the city of Sturgis has gown 
from about 3,000 in 1940 to approximately 5,000 today... The popula- 
tion of the city which contributes to the sewage-treatment plant has 


likewise increased from 1,050 in 1945 to around 2,900 in 1956. In 
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addition, it is indicated that a 1950 city ordinance prohibits the 
erection or continued use of septic.tanks and requires property holders 
to connect to city sewers as they become available. This will un- 
doubtedly cause a continuing increase in demand on the city’s sewage 
treatment facilities. 

The Veterans’ Administration has also made a review to determine 
whether the type of sewage emptied by the hospital into the city’s 
— presents any unusual problems of treatment. The report of 
the mentioned consulting engineers of the city discloses that the 
hospital sewaze has a strength of 270 parts per million of 5-day 
biochemical oxygen demand whereas that of the city is 320 parts per 
million. Only one small domestic-type garbage disposal unit is being 
installed in a new building on the Veterans’ Administration installa- 
tion, which indicates that no appreciable increase in sewage strength 
is in prospect. 

The question of the proposed new contract has been thoroughly in- 
vestigated by the Veterans’ Administration and has been the subject 
of correspondence between this agency and the mayor of the city of 
Sturgis and other interested persons. In the light of all of the factors 
described above, it has been concluded, that, as compared with 1942, 
the Veterans’ Administration Hospital at Fort Meade is not imposing, 
either in quantity or quality, any increased burden on the city insofar 
as the treatment and disposal of hospital sewage is concerned. On 
the contrary, it is apparent that the present overloaded condition in 
the city’s sewage treatment plant is the result of the increased use by 
residents of the city. Accordingly, the Veterans’ Administration 
does not believe that any justification exists for requiring the re- 
negotiation of the 1942 sewage service contract. Enactment of S. 2467 
would, in effect, require the taxpayers of the Federal Government to 
subsidize the construction of sewage-treatment plant improvements 
for the residents of the city of Sturgis, S. Dak. It could also serve 
as a basis for requests for similar treatment by other municipalities 
desiring more favorable contractual sewage disposal arrangements 
with the Veterans’ Administration. 

Under the circumstances the Veterans’ Administration recommends 
that the bill be not favorably considered by your committee. 

Advice has been received from the Bureau of the Budget that there 
would be no objection to the submission of this report to your com- 
mittee. 

Sincerely yours, 
Joun S. Parrerson, 
Deputy Admimstrator 
(For and in the absence of H. V. Higley, Administrator). 


Executive Orrick oF THE PRESIDENT, 
BuREAU OF THE BupGEt, 
Washington, D. C., August 14, 1957. 
Hon. Lister HI11, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Capitol, Washington, D. C. 

My Dear Mr. Cuarreman: This will acknowledge your letter of 
July 5, 1957, requesting the views of this office regarding S. 2467, a 
bill to authorize the Administrator of Veterans’ Affairs to negotiate a 
new contract with the city of Sturgis, S. Dak., with respect to the 





NEGOTIATE NEW CONTRACT WITH STURGIS, 8. DAK. 5 


use of the sewage facilities of such city by the Fort Meade Veterans’ 
Hospital, Sturgis, S. Dak. 

The bill would direct the Administrator of Veterans’ Affairs to 
negotiate a new contract, for a period not exceeding 50 years, with the 
city of Sturgis, S. Dak., regarding use of the city’s sewerage facilities 
by the Veterans’ Administration. The Veterans’ Administration 
would be required to pay to the city a proportionate share, not less 
than 15 percent, of the construction cost of expansion and improve- 
ment of the facilities and an annual maintenance and operation charge 
for the use of such facilities by the Fort Meade Veterans’ Hospital. 
The existing contract with the city would be canceled. 

The Veterans’ Administration advises that in 1939 the War De- 
partment granted a 50-year easement across the Fort Meade military 
reservation to the city of Sturgis, S. Dak., to permit installation of 
the city’s outfall sewer, which otherwise would have had to follow a 
much longer route. As consideration for the easement, the Govern- 
ment was permitted to connect military reservation sewers to the 
city system and to have the use of the city’s facilities without charge 
for a 50-year period. Subsequently, in 1942 the War Department 
entered into a contract with the city and paid the sum of $21,000 to 
assist the city in, construction of additional sewage treatment facili- 
ties. The Veterans’ Administration further advises that it has dis- 
cussed the proposed new contract required by S. 2467 with the 
mayor of the city of Sturgis and other interested parties and has 
concluded, in the light of all of the factors, that the operation of the 
Veterans’ Administration hospital at Fort Meade is not imposing any 
increased burden upon the city insofar as the treatment and disposal 
of the hospital sewage is concerned. The Veterans’ Administration 
believes that the present overloaded condition of the city’s sewage 
treatment plant is the result of increased use by the city’s residents. 

Enactment of S. 2467 would require the United States to subsidize 
the construction of sewage-treatment improvements for the residents 
of the city of Sturgis, S. Dak. It could also become a basis for 
requests for similar treatment by other cities desiring more favorable 
arrangements with the Veterans’ Administration and would be an 
undesirable precedent. 

The Bureau of the Budget recommends that S. 2467 not receive 
favorable consideration by your committee. 

Sincerely yours, 
Rosert E. Merriam, 
Assistant Director. 
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ASSISTANCE TO STATE AND TERRITORIAL MARITIME 
ACADEMIES OR COLLEGES 


Avcust 19, 1957.—Ordered to be printed 


Mr. Corton (for Mr. Payne), from the Committee on Interstate and 
Foreign Commerce, submitted the following 


REPORT 


[To accompany S. 1728} 


The Committee on Interstate and Foreign Commerce, to whom 
was referred the bill (S. 1728) to provide certain assistance to State 
and Territorial maritime academies or colleges, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill as amended do pass. 


AMENDMENTS 


On the first page, beginning with line 6, strike out all through line 10, 
and insert in lieu thereof the following: 


Szc. 2. It is hereby declared to be the policy of this Act to 
promote the national policy with respect to the United States 
merchant marine, as set out in section 101 of the Merchant 
Marine Act, 1936, by assisting and cooperating with the 
States and Territories in the operation and maintenance of 
maritime academies or colleges for the training of merchant 
marine officers. 


On page 4, line 18, strike out “the rate” and insert in lieu thereof 
“a rate not in excess’’. 

On page 5, line 16, strike out “Navy, Coast Guard, or merchant 
marine’’ and insert in lieu thereof ‘“Navy or Coast Guard or United 
State Maritime Service instructors employed under the provisions 
of section 216 (a) of the Merchant Marine Act, 1936,”’. 

On page 5, beginning with line 19, strike out all through line 21 and 
insert in lieu thereof the following: ‘Officers or instructors so detailed 
shall be compensated by the Federal agency ordinarily compensating 
them for service as such an officer or instructor.” 


86006 
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On page 5, between lines 21 and 22, insert a new section as follows: 


RULES AND REGULATIONS 


Szc. 8. The Secretary may establish such rules and regula- 
ager may be necessary to carry out the provisions of 
this Act. 


On page 5, line 23, strike out “Suc. 8.” and insert in lieu thereof 
“Src. 9.” 
On page 6, line 6, strike out “Sxc. 9.” and insert in lieu thereof 
“Sec. 10.”. 
PURPOSE OF THE BILL 


The bill is an outgrowth of recommendations made by the Special 
Senate Subcommittee on Maritime Training and Education following 
its studies and hearings at Kings Point, the three Atlantic coast State 
maritime training institutions, and on the west coast, in 1955. It 
would resolve one of the major problems annually plaguing the four 
State schools, namely, the uncertainty over the continuance of Federal 
financial assistance, by giving the Department of Commerce authority 
to make contracts for annual payments with each academy or college 
for periods of up to 4 years, while keeping the actual appropriations 
on an annual basis. Thus students planning to enter the academies 
or colleges could have assurance that Federal assistance would 
continue until the completion of their course. 

The bill would codify existing laws relating to Federal assistance 
to the State maritime academies and college, and would provide an 
increase in the level of assistance authorized for these institutions, 
of up to $75,000 per year, or $25,000 if the institution does not meet 
the requirement regarding admission of out-of-State students. 

Under the bill the present program of subsistence allowances for 
cadets at the State academies and college would be placed on a basis 
very comparable to the Navy Reserve Officers Training Corps program 
by providing for payments at a rate not in excess of $600 per academic 
year per student. These payments are to be used for defraying the 
cost of uniforms, books, and subsistence. They may be made to 
the academy or college, or directly to each student, as the Secretary 
of Commerce deems advisable. 

The bill would repeal the act entitled ‘‘An act for the establishment 
of marine schools, and for other purposes,” approved March 4, 1911 
(36 Stat. 1353), as amended, and would repeal also the joint resolution 
entitled “Joint resolution to provide suitable vessels for the use of 
certain State nautical schools, and for other purposes,” approved July 
29, 1941 (55 Stat. 607). 

Section 3 (a) of the bill would reenact the authority of the Secretary 
of Commerce to Joan and keep in repair suitable vessels for training 
purposes. Section 7 would authorize detailing by the President, 
when requested by the governor of any State or Territory maintaining 
& maritime academy or college, of proper officers of the Navy or Coast 
Guard or United States Maritime Service to serve as superintendents 
or instructors. 

The Seeretary of Commerce is authorized, under section 8 of the 
bill, as amended, to establish such rules and regulations as may be 
necessary to carry out the provisions of the act. 
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Appropriations are authorized in such amounts as may be necessary 
to carry out the provisions of the act. 
Reports of the Government departments and agencies follow. 


Tue Secretary or ComMERcE, 
Washington, August 6, 1957. 
Hon. Warren G. Maanuson 


hairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

DearR Mr. Cuarrman: This letter is in reply to your request of 
March 28, 1957, for the views of this Department with respect to 
S. 1728, a bill to provide certain assistance to State and Territorial 
maritime academies or colleges. 

The bill, in general, follows the framework of existing law and 
repeals two statutes which would be superseded by the bill. In 
summary form, the changes which would be made by the bill are as 
follows: 

(a) Increases the maximum amount payable to a State academy 
accepting out-of-State students to $75,000, while retaining the ex- 
isting limitation of $25,000 on the amount payable to an academy 
which does not accept out-of-State students. The payments would 
be based on agreements to be made by the Secretary of Commerce 
directly with the State academies for periods not exceeding 4 years 
(secs. 4 and 5 (b)). Under the bill, the additional amounts payable 
to the academies would be generally for the maintenance and support 
of the academy and would not be computed on the basis of the per 
capita costs of instruction of out-of-State students, as is provided 
under existing law. 

(b) Makes provision for agreements by the Secretary of Commerce 
with each academy (or, if deemed advisable by the Secretary, with 
the individual student) to pay over a 4-year period an allowance of 
$600 per year for uniforms, subsistence, and textbooks (sec. 6). At 
present, the allowance is about $450 per year and is paid to the 
student or to the academy, depending on whether the academy fur- 
nishes the uniforms, subsistence, and books in kind, or the student 
procures his own. 

The Department opposes enactment of the bill as contrary to the 
administration’s fiscal policy. It would increase costs of Federal aid 
to the State marine academies by a minimum of $205,000 annually, 
based on 4 schools receiving the full additional payment of $25,000, 
and on subsistence increase for an enrollment of 710 students, which 
has been the maximum number appropriated for in the last 5 years. 
The total increase of costs would be proportionately greater if present 
enrollment were increased. 

The payments of additional amounts under the bill would not be 

orated or limited to the number of out-of-State students accepted 

y a State academy, as under existing law and regulations. The 
annual payment agreements would be effective for not to exceed 4 
years and would be used for the maintenance and support of the State 
academy and not related to costs of instructing out-of-State students. 
The amounts of payment to any academy would only be limited to 
$75,000, or the amount furnished to the academy for its maintenance 
and support by the State, whichever is the lesser. The bill would 
commit the United States to provide the aid without regard to fluctua- 
tions in attendance or costs. 
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The bill would handicap proper administration of the law relating 
to aid for the State marine schools, inasmuch as it would repeal the 
general authority of the Secretary of Commerce to prescribe rules and 
ere for carrying out the program for such aid. 

he insertion of a declaration of policy in section 2 of the bill will 
give rise to confusion in connection with the declaration of policy in 
the Merchant Marine Act, 1936, as amended, which already calls for 
manning of our merchant marine with trained and efficient civilian 
personnel, and provides for maritime training. Any codification of 
existing State marine school law should be made a part of the Mer- 
chant Marine Act, 1936, as amended. 

The authority vested in the President to detail Navy, Coast Guard, 
or merchant marine officers as superintendents or instructors at the 
maritime academies cannot administratively be carried out insofar as 
merchant marine officers are concerned. Such officers are not subject 
to control and detail as officers of the Navy or Coast Guard. 

The Bureau of the Budget has advised that it would interpose no 
objection to the submission of this letter to your committee. 

Sincerely yours, 
Sinctatr WEEKS, 
Secretary of Commerce. 





CoMTPROLLER GENERAL OF THE UNITED StarTEs, 
Washington, May 8, 1957 
B129641 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 

Dear Mr. Cuarrman: Further reference is made to your letter 
dated March 28, 1957, acknowledged April 1, enclosing a copy of 
S. 1728, 85th Congress, Ist session, and requesting our comments on 
this proposed legislation. 

S. 1728 would repeal the act of March 4, 1911 (36 Stat. 1353), as 
amended, and the joint resolution dated July 29, 1941 (55 Stat. 607), 
under which Federal assistance is presently afforded to State mari- 
time academies or colleges, but would retain the forms of assistance 
set out therein and would authorize the execution of contracts pro- 
viding for annual payments to each such academy or college for periods 
of up to 4 years. 

We have no knowledge as to the need for the increased Federal 
assistance which the bill would provide and therefore offer no recom- 
mendation as to its enactment. However, we do offer the followin 
comments, with respect to several provisions contained in the bill, 
which would appear to merit consideration. 

Sections 4 and 6 (a) of S. 1728 would authorize the Secretary of 
Commerce to agree to make annual payments, for periods up to 4 
years, for the maintenance and support of maritime academies and 
colleges and to assist in defraying the cost of uniforms, books, and 
subsistence to each student. The present language of these sections 
would appear to authorize the execution of such agreements in advance 
of appropriations to pay the obligations created thereby. Accord- 
ingly, if it is not intended to bypass the normal review by the appro- 
priation committees, consideration should be given to insertion of the 
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phrase “within the limits of appropriations made available therefor” 
immediately following the word ‘‘agreements”’ in line 4, page 3, and 
in line 16, page 4, of the bill. 

Section 6 (a) also establishes the rate of payments, to assist in 
defraying the cost of uniforms, books, and subsistence, at $600 per 
academic year per student. The memorandum submitted by the 
sponsor upon introduction of S. 1728 indicates that the amount of 
such allowance is identical to that paid students under the Navy’s 
Holloway program (60 Stat. 1057, as amended, 10 U. S. C. 6904, 
6905). However, it should be noted that payments at the rate of $50 
per month under such program are meciear. designated as retainer 
pay, while payment of tuition, fees, books, and iaovksens expenses 
are made directly to the college or university on an actual expense 
basis (10 U. S. C. 6910). Under existing law the allowance to each 
State maritime academy or college is administratively determined 
and is presently established at $475 per year for each student. Ac- 
cordingly, it would appear to be desirable to permit the Secretary 
of Commerce some latitude in determining the exact amount of the 
annual allowance to be paid under section 6 (a) by providing for a 
rate “not to exceed’’ $600 per academic year per student. 

Section 7 includes officers of the merchant marine, along with offi- 
cers of the Navy and Coast Guard, as being subject to detail by the 
President of the United States as superintendents or instructors at 
State maritime academies or colleges. This section further provides 
that the officers so detailed shall be compensated by the Federal agency 
ordinarily compensating them when they are serving on active duty 
for the Federal Government. ‘The merchant marine is, of course, not 
an organized body under law such as the Navy and Coast Guard, and 
the officers serving on board vessels which are a part of our merchant 
marine are ordinarily compensated by private owners or operators 
of such vessels. Accordingly, it would appear that such officers 
would not be subject to detail by the President or to payment by any 
agency of the Federal Government in the same manner as officers of 
the Navy or Coast Guard. In this connection, the committee may 
wish to consider the desirability of authorizing the assignment of 
instructors of the United States Maritime Service who are employed 
by the Maritime Administration on a contract or fee basis pursuant 
to section 216 (a) of the Merchant Marine Act, 1936, as amended, 
for the purposes of section 7, 

Sincerely yours, 
Joseph CAMPBELL, 
Comptroller General of the United States. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 26, 1957. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Duar Senator Macnuson: This responds to your request for the 
views of this Department on S. 1728, a bill to provide certain assistance 
to State and Territorial maritime academies or colleges. 

We make no recommendation regarding the enactment of the bill. 
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S. 1728 proposes certain forms of Federal assistance to maritime 
academies in the States and Territories. There are no academies 
located in the Territories of Alaska and Hawaii which would be eligible 
for the assistance which the bill would provide. Since the bill does 
not relate to any matter within the jurisdiction of this Department, it 
would appear that other agencies of the Government, such as the 
Department of Commerce, would be in a better position than we to 
give helpful information or advice with regard to the need for legisla- 
tion along the lines of S. 1728. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
HatFirip CHILson, 
Acting Secretary of the Interior. 


CxHANGES IN Existinc Law 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill as 
reported are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets; new matter is printed in italic; existing 
law in which no change is proposed is shown in roman): 


Acr or Marca 4, 1911 


[1121. The United States Maritime Commission, to promote 
nautical education, is authorized and empowered to furnish, upon the 
application in writing of the governor of a State, a suitable vessel of 
the Navy, with all ro apparel, charts, books, and instruments of 
navigation, provided the same can be spared without detriment to 
the naval service, to be used for the benefit of any nautical school, or 
school or college having a nautical branch, established at each of the 
following ports of the United States: Boston, Philadelphia, New 
York, Seattle, San Francisco, Baltimore, Detroit, Saginaw, Michigan, 
Norfolk, and Corpus Christi, upon the condition that there shall be 
maintained at such port a school or branch of a school for the instruc- 
tion of youths in navigation, steamship-marine engineering, and all 
matters pertaining to the proper construction, equipment, and sailing 
of vessels or any particular branch thereof. 

[The port of Norfolk specified in the first paragraph of this section 
shall be construed as embracing Norfolk, or Portsmouth, or Newport 
News, or any other city, town, municipality, or locality within the 
territorial limits of the customs-collection district having its head- 
quarters at Norfolk, Virginia. 

[The port of San Francisco specified in the first paragraph of this 
section shall be construed as embracing, in addition to the city of 
San Francisco, any city, town, municipality, or other locality on the 
San Francisco Bay or the San Pablo Bay or waters tributary thereto, 

[1122. A sum not exceeding the amount annually appropriated by 
any State or municipality for the purpose of maintaining such a 
marine school or schools or the nautical branch thereof is authorized 
to be appropriated for the purpose of aiding in the maintenance and 
support of such school or schools: Provided, however, That appropria- 
tions shall be made for one school in any port heretofore named in 
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section 1121 of this title and that the ‘appropriation for any one year 
shall not.exceed $50,000 for any one school. 

[1123. The President of the United States is authorized, when in 
his opinion the same can be done without detriment to the public 
service, to detail proper officers of the Navy as superintendents of or 
instructors in such schools: Provided, That if any such school shall be 
discontinued, or the good of the naval service shall require, such vessel 
shall be immediately restored to the United States Maritime Com- 
mission and the officers so detailed recalled: And provided further, 
That no person shall be sentenced to or received at such schools as a 
punishment or commutation of punishment for crime.] 


Jornt Reso.utTion or Juty 29, 1941 


[1123a. In the administration of sections 1121-1123 of this title, 
the United States Maritime Commission may repair or recondition, 
equip, and furnish to any State maintaining a marine school or a 
nautical branch under said sections, a suitable vessel owned or ac- 
quired by the Commission or otherwise available for disposition 
hereunder. Any department or agency of the United States is author- 
ized, notwithstanding any other provision of law, to supply to the 
Commission for disposition hereunder any suitable veenek ich can 
be spared without detriment to the service to which such vessel has 
been assigned. All vessels furnished to States for the use of such 
schools shall be and remain the property of the United States, and 
shall be maintained in good repair by the Commission. 

[1123b. The Maritime Commission is authorized, from any moneys 
hereafter appropriated or made available to the Commission, to pro- 
vide for the construction, by contract or otherwise, in accordance with 
plans and specifications prepared by the Commission and approved 
by the Secretary of the Navy, of suitable vessels with modern equip- 
ment and instruments to replace vessels otherwise furnished to States 
which are maintaining schools under sections 1121-1123 of this title. 

[1123c. Each marine school or nautical branch thereof, as a condi- 
dition to receiving any portion of the monetary aid authorized by sec- 
tion 1122 of this title, or the use of any vessel authorized by sections 
1123a-1123e of this title, shall under appropriate authority agree to 
eonform to such minimum standards in regard to students’ entrance 
requirements, the staff of instructors, and courses of and facilities for 
training, as the Maritime Commission shall approve. Each marine 
school or nautical branch thereof, as a condition to receiving any por- 
tion of such monetary aid in excess of $25,000, shall under appropriate 
authority agree to admit to such school students resident in other 
States upon such terms and in such numbers as the Commission shall 
prescribe: Provided, That the per capita cost of students designated 
by the Maritime Commission for admission to such school shall be 
paid from the Federal funds authorized in section 1122 of this title 
and that the total number of such students shall not exceed one-third 
of the student capacity of such school. 

[1123d. The Maritime Commission is authorized to prescribe such 
rules and regulations as may be necessary or appropriate in the ad- 
ministration of sections 1123a-1123e and 1121-1123 of this title. 

[1123e. The Maritime Commission is authorized to extend the 
benefits of sections 1123a-1123¢e of this title to a State nautical school, 
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established and maintained by any State in accordance with the appli- 
cable provisions of sections 1121-1123 of this title at such port as may 
be designated by the State.] 


Maritime Acapemy Acr or 1957 


igen 1. That this Act may be cited as the “Maritime Academy Act of 

Sec. 2. It is hereby declared to be the policy of this. Act to promote the 
national policy with respect to the United States Merchant Marine, as 
set out in section 101 of the Merchant Marine Act, 1936, by assisting 
and cooperating with the States and Territories in the operation and main- 
tenance of maritime academies or colleges for the training of merchant 
marine officers. 

Szc. 3. (a) In order to carry out the policy set out in section 2 of this 
Act, the Secretary of Commerce (hetainepior referred to as the ‘‘Secretary’’) 
may furnish any suitable vessel under his jurisdiction, or obtained under 
the provisions of subsection (b) of this section, or construct and furnish 
a suitable vessel if such a vessel rs not available, to the State of Maine, the 
State of Massachusetts, the State of New York, the State of California, 
and to any other State or Territory of the United States, for use as a train- 
ung vessel for a maritime academy or college meeting the requirements of 
this Act. Any such vessel (1) shall be repaired, reconditioned, equipped 
(including all apparel, charts, books, and instruments of navigation) as 
necessary for use as a training ship, (2) shall be furnished only upon 
application therefor in writing by the Governor of such State or Territory, 
(3) shall be furnished only vf a suitable port for the safe mooring of such 
vessel is available while it is being used by such academy or college, (4) 
shall be maintained in good repair by the Secretary, and (5) shall remain 
the property of the United States. 

6b) Any department or agency of the United States may provide to the 
Secretary for disposition under the provisions of this Act any vessel 
(including equipment) which is suitable for the purposes of this Act and 
can be spared without detriment to the service to which such vessel has 
been assigned. 

CONTRACTS FOR ASSISTANCE 


Sec. 4. The Secretary may enter into agreements with not more than 
one maritime academy or college, which meets the requirements of this 
Act, in each State or Territory, to make annual payments to such academy 
or college for not in excess of four years in the case of each such agreement, 
to be used for the maintenance and support of such academy or college. 
Such payments for any year to any maritime academy or college shall be 
an amount equal to the amount furnished to such academy or college for 
its maintenance and support by the State or Territory in which such 
academy or college is located, except that such payments to any omnes 
or college for any year shall not exceed $75,000, or $25,000 if such 
academy or college does not meet the requirement of section 5 (b) of 
this Act. 

REQUIREMENTS 


Sec. 5. (a) As a condition to receiving any payments or the use of 
any vessel under the provisions of this Act an academy or college shall— 
(1) provide courses of instruction to youths in navigation and 
marine engineering, including steam and diesel propulsion, and 
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and. possible; and 
(2). shall agree in. writing to conform to such standards in such 
courses, in training facilities, in entrance requirements, and in 
instructors, as are established by the: Secretary hy consultation 
_ . erintendents of maritime academies and colleges in the 
mite > 
(b) As a condition to receiving payment of any amount in excess 
$25,000 for any year under the provisions of section 4 of this Act, a 
maritime academy or college s agree to admit to such academy or 
college students resident in other States in such numbers as the Secretary 
shall prescribe, except that the number of such students prescribed for 
any academy or college shall not at any time exceed one-third of the 
student capacity of such academy or college. 


SUBSISTENCE PAYMENTS 


Szec. 6. (a) The Secretary may enter into agreements, with each 
academy or college with which he contracts under section 4, to make 
payments, at a rate not in excess of $600 per academic year per student, 
to such academy or college, with respect to each student attending such 
academy or college. Such payments (1) shall be used to assist in de- 
fraying the cost of uniforms, books, and subsistence for such student, 
(2) shall commence to accrue on the day such student begins his first 
term of work at such academy or college, and (3) shall be paid to such 
academy or college, in such installments as the Secretary shall prescribe, 
while such student is in attendance and until the completion of his course 
of instruction, but in no event for more than four academic years for any 
one student. 

(b) If the Secretary deems it advisable in the case of any such academy 
or college, he may, in lieu of entering into agreements with such academy 
or college for payments under this section, enter into such agreements 
directly with each student at such academy or college and make such pay- 
ments directly to each such student. 


DETAILING OF CERTAIN OFFICERS 


Szc.7. When requested by the governor of any State or Territory, 
the President of the United States is authorized to detail, when in his 
opinion such detailing can be done without detriment to the public 
service, proper officers of the Navy or Coast Guard or United States 
Maritime Service as instructors employed under the provisions of section 
216 (a) of the Merchant Marine Act, 1936, superintendents or instructors, 
or both, at maritime academies or colleges meeting the requirements of 
this Act. Officers or instructors so detailed shall be compensated by the 
Federal agency ordinarily compensating them for service as such an 
officer or instructor. 

RULES AND REGULATIONS 


Sze. 8. The Secretary may establish such rules and regulations as 
may be necessary to carry out the provisions of this Act. 
ACTS REPEALED 


Sze. 9. The Act entitled “An Act for the establishment of marine 
schools, and for other purposes’’, approved March 4, 1911 (86 Stat. 1358), 


courses in atomic or nuclear propulsion as soon as“practical and 
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as amended, and the joint resolution entitled “Joint resolution to provide 
suitable vessels for the use of certain State nautical schools, and for other 
purposes”, approved July 29, 1941 (55 Stat. 607), are repealed. 


APPROPRIATIONS AUTHORIZED 


Szc. 10. There are authorized to be appropriated such amounts as 
may be necessary to carry out the provisions of this Act. 


O 
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STATUTE OF LIMITATIONS ON CIVIL COPYRIGHT 
ACTIONS 


Avcust 19, 1957.—Ordered to be printed 


Mr. O’Manoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. K. 277] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 277) to amend title 17 of the United States Code entitled “Copy- 
rights” to provide for a statute of limitations with respect to civil 
actions, having considered the same, reports favorably thereon, with- 
out amendment and recommends that the bill do pass. 


PURPOSE 


The purpose of the bill is to provide a statute of limitations with 
respect to civil actions relating to copyrights. 


STATEMENT 


An identical bill, H. R. 781 also passed the House in the 84th Con- 

ess but too late for action in the Senate. Title 17 of the United 

tates Code which relates to copyrights presently provides for a 3-year 
statute of limitations on criminal proceedings for copyright violations 
in section 115 of that title. At present, the title does not provide for 
any statute of limitation with regard to civil’copyright actions. 

In civil copyright actions at present the courts apply the law of the 
State in which the action is brought with respect to the limitation on 
commencement of action. This leads to quite a diversity of statutes of 
limitations with regard to copyrights. ean courts have applied the 
State statute of limitations pertaining to torts to civil actions brought 
under the copyright statutes, other courts have applied the State 
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statute of limitations pertaining to conversions, injuries to personal 
rights, injuries to property rights, trover, liabilities not under contract 
or other general provisions. These interpretations naturally can re- 
sult in a wide divergence of time periods with respect to the limita- 
tion on the commencement of civil copyright actions. This in turn 
also permits “forum shopping” by claimants. Certain states such as 
California, which due to the centralization of the movie industry, 
have adopted relatively short statutes of limitations. Other States 
where the incident of copyright actions is low have applied longer 
periods for the commencement of actions. Naturally the makers of 
motion pictures and the publishers of songs and books and other works 
of arts are interested in obtaining a shorter statutory period while 
ersons who might have their copyrights infringed are interested in a 
onger period. The committee notes, however, that irrespective of the 
length of a period it is highly desirable to provide a uniform period 
throughout the United States. 

The committee, having agreed that a uniform statute is desirable, 
believes that, broadly speaking, two problems must be determined. 
First, what would be the most equitable period in view of the contrary 
interests of the various groups and particularly in view of the exist- 
ing 3-year period with regard to criminal actions. Secondly, should 
- pee equitable considerations with reference particularly to tolling 

e statute be set out in the statute and should the statute also apply 
to collateral rights. 

Hearings were held by the House Judiciary Committee in the 84th 
Congress on the identical bill at which testimony was elicited tending 
to show that in Alabama the statute of limitations applied to this type 
of action is 1 year, in California the civil code provisions for torts 
was held to apply which established a period of 2 years. In New 
York, nithederk there has been some conflict, the period is apparently 
6 years. The testimony indicated that in Wysrting the period was 
8 years. At the House hearing, testimony was had from the legal 
adviser of the Copyright Office, representatives of the American Bar 
Association, committee on copyright law provision and also from inter- 
ested industrial associations. All of these witnesses agreed to a 3-year 
uniform period, feeling that this represents the best balance attainable 
to this type of action. It was pointed out that due to the nature of 
publication of works of art that generally the person injured receives 
reasonably prompt notice or can easily ascertain any infringement of 
his rights. The committee agrees that 3 years is an appropriate period 
for a uniform statute of limitations for civil copyright actions and that 
it would provide an adequate opportunity for the injured party to 
commence his action. 

With respect to the question of having equal criminal and civil 
statutes of limitations the committee understands that actions brought 
under the criminal copyright provisions are extremely rare. There- 
fore, the committee sees no substantial reason for not having statutes 
of equal periods for both criminal and civil copyright actions. 

The said House hearing also brought forth testimony with regard to 
specifically enumerating certain equitable considerations which might 
be advanced in connection with civil copyright actions. Generally 
speaking, these considerations broke down as follows: The absence 
of the defendant from the United States, the period in which the per- 
son injured is under a legal disability, and the interval between the 





ek, A a oe a ed ee Dd 


moa 42 @OeovwsHKf jiSVS ew iru s+ 


Oo tet QrOh Orin 


il 
at 


es 
ht 
ly 


T- 


he 


STATUTE OF LIMITATIONS ON CIVIL COPYRIGHT ACTIONS 3 


death of either party and the appointment of an executor or admin- 
istrator. Further, there was some discussion of the question of fraudu- 
lent concealment, but it was pointed out that the nature of copyright 
protection and present practices in the publishing industry reduced 
this last possibility to a minimum. 

With respect to the question of specifically enumerating various 
equitable situations on which the statute of limitations is generally 
suspended, the House Judiciary Committee reached. the conclusion 
that this was unnecessary, inasmuch as the “Federal district, courts, 
generally, recognize these equitable defenses anyway.” This committee 
concurs in that conclusion. The committee points out. further that a 

rson in court normally expects the equitable consideration of the 
locality to apply. A specific enumeration of certain circumstances or 
conditions might result in unfairness to some persons. 

The committee wishes to emphasize that it is the committee’s inten- 
tion that the statute of limitations, contained in this bill, is to extend to 
the remedy of the person affected thereby, and not to his substantive 
rights. With regard to this point the House report states: 


It may be well to point out that statutes of limitations take 
the form of a limitation upon the substantive right or upon 
the remedy. Under the former, the right of action is ex- 
tinguished at the end of the period and the courts usually have 
no jurisdiction with regard to actions that are not instituted 
within the appropriate period. In addition, the courts gen- 
erally do not permit the intervention of equitable detenses or 
estoppel where there is a limitation on the right. 

Under the remedial type of statute, the basic right is not 
extinguished, but the limitation is applied merely to the 
remedy. In some instances the right itself can be enforced 
collaterally, as in the case of a mortgage foreclosure subse- 
quent to the expiration of a statutory limitation period for 
payment of a debt. Equitable considerations are available to 
prolong the time for bringing suit in such cases where there 
exist the disabilities or insanity of infancy, absence of the de- 
fendant from the jurisdiction, fraudulent concealment, ete. 

As far as this committee has been able to ascertain, all State 
statutes of limitation, which now govern the Federal courts in 
copyright actions, are limitations upon the remedy, and the 
sae bill has been drawn to apply this concept to a uniform 

ederal period of limitations. The committee has not been 
unmindful that the 6-year statute of limitations in the Patent 
Code (35 U.S. C. 286) is a limitation upon the substantive 
right rather than upon the remedy. However, the relatively 
longer period of limitation provided therein compensates for 
the difference in concept. Moreover, it was considered that 
the longstanding fact that both the copyright bar and the 
courts have become accustomed to a limitation based upon the 
remedy warranted a continuation of this concept in the 
present bill. 


Section 2 of the bill provides that this legislation shall take effect 
1 year after the date of its enactment. It is intended to apply not only 
prospectively to claims filed after the effective date, but retrospec- 
tively to claims accruing prior thereto, whether or not barred on the 
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effective date by previously existing law in the State in which the 
Federal court is located. The committee notes that this might create 
difficulty only in jurisdictions where a 1-year statute is applied but 
leads to a desirable uniformity of application. The purpose of post- 
poning the effective date is to permit those who may have claims in 
Federal courts sitting in States where the period would be cut down 
to 8 years, a 1 year period following enactment in which to take 
appropriate action to protect their rights. 

The Justice Department does not oppose enactment of this bill. 

In view of the loceaisig and for the reasons stated supra the com- 
mittee recommends that H. R. 277 be favorably considered. 

Attached hereto and made a part herewith is the report from the 
Library of Congress and the Department of Justice. 





Tue Liprartan or ConcreEss, 
Washington, D. C., July 11, 1955. 
Hon. Emanvet CELter, 
United States House of Representatives, 
House Office Building, Washington, D.C. 


Dear Mr. Cetter: This will acknowledge your letter of June 30, 
1955, and the enclosed copy of H. R. 781, a bill to amend title 17, 
United States Code, entitled “Copyrights” to provide for a statute of 
limitations with respect to civil actions, and requesting my views 
thereon. 

Although the present copyright law contains a provision with respect 
to the limitation of criminal proceedings, it is silent as regards the 
liiitation of civil actions. The proposed bill will remedy this de- 
ficiency by providing for a 3-year statute of limitations in civil actions, 

The proposed addition to the present law would seem to be appro- 
priate. In view of the present lack of a limitation in connection with 
copyright actions, the Federal courts apply State statutes of limita- 
tions in copyright proceedings. These vary from 1 to 6 years. This 
variation tends to encourage the practice of “forum shopping.” In 
addition to this lack of uniformity as regards the time limitation, fre- 
quent difficulty is experienced in ascertaining the pertinent period of 
limitation in a given jurisdiction due to the absence of a specific copy- 
right limitation. Thus, on any particular State, any one of the var- 
ious limitations governing tort actions, conversions, injuries to per- 
sonal rights, injuries to property rights, liabilities not arising from 
contract, or from a “catchall” classification, may ultimately be con- 
sidered by the court to govern a copyright action. The proposed bill 
would eliminate the difficulty of ascertainment of time limitation and 
would provide a uniform period throughout the United States. 

The existing State statutes of limitation generally provide for a sus- 
pension of the running of the limitation period in certain instances such 
as the absence of the defendant from the jurisdiction, the legal ineapac- 
ity of either party, or the death of either party. The substitution of a 
uniform Federal statute of limitations in copyright actions for the 
present State statutes may create some future doubt regarding the 
suspension of the limitation in such instances. In order to eliminate 
any such doubt, it is recommended that section 115 (b) of H. R. 781 
be amended to read as follows: 
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“(b) Limitation of civil actions,—No civil action shall be main- 
tained under the provisions of this title unless the same.is commenced 
within three years after the claim accrued, Provided, That the running 
of the said period shall be suspended during such time as institution of 
the action is precluded by the absence of the defendant from the 
United States, or during such time as the person entitled to the cause 
of action is wnder legal disability, or during the interval, not to exceed 
sia months, between the death of either party and the appointment 
of an executor or administrator.”. [New matter italics. ] 

It should be mentioned that the Register of Copyrights has dis- 
cussed this legislation with various members of the copyright bar. 
The adoption of H. R. 781 with the additional provisos suggested 
above has been approved by the copyright committee of the Bar 
Association of the city of New York and the committee on copyright 
Jaw revision of the American Bar Association. It should be mentioned 
that there has also been some sentiment for the inclusion in the proviso 
of.an additional ground for suspension, namely that of fraudulent con- 
cealment. A majority of the-copyright committee of the Bar Asso- 
ciation of the city of New York are of the opinion that the fraudulent 
concealment item should be included. On the contrary, a:majority of 
the committee on copyright law revision of the American Bar Associa- 
tion consider it unnecessary or unwise to include the fraudulent. con- 
cealment provision. It is the opinion of the Register of Copyrights, 
which I share, that the nature of copyright infringement is such as to 
render it unlikely that many cases would arise where fraudulent con- 
cealment would be a material problem. Therefore, I have not sug- 
gested that it be included in the amendment to H. R. 781. However, 
if your committee is of the opinion that such a provision should be 
included, we will interpose no objection thereto. 

It is noted that the language of H. R. 781 indicates that the hmi- 
tation is one which conditions the remedy and not the substantive 
right. It is believed that the nature of copyright infringement. to- 
gether with the relatively short period of limitation proposed in the 
bill, warrants the conclusion that a limitation on the remedy is appro- 
priate. It has been stated that as a general rule “when a statute 
creating a new cause of action contains in itself a statute of limita- 
tions, the limitation imposed becomes an integral part of the right of 
action created by statute * * *”. (Penna. Company v. Deckert et al., 
123 F. (2d) 979, 985 (Third Cir. 1941.) Most statutory causes of 
action are not entirely new, however, and have some relationship to 
causes of action formerly existing at common law. If the statutory 
action combines both new and old elements, the decision turns upon 
the intent of Congress, as expressed in the wording of the limitation, 
its legislative history, and the general purpose of the statute (AMid- 
state Horticultural Oo., v. Pennsylvania Railroad, 320 U.S. 356, 360 
(1948) ). Thus each new Federal limitation must generally be tested 
in the courts in order to determine whether it is substantive or reme- 
dial. In order to obviate a possible interpretation that the proposed 
legislation is a limitation on the right, it is, therefore, recommended 
that, if the present bill is reported out of committee, the committee 
report contain a statement which would indicate that it is the intent 
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of the Congress that the amendment constitutes a limitation on the 
remedy only and not upon the right, 
Sincerely yours, 
L. Quincy Mumrorp, 
Librarian of Congress. 


Fersruary 17, 1956. 
Hon. Emanvet CEtter, 
Chairman, Commitee on the Judiciary, 
House of Representatives, Washington, D.C. 

Dear Mr. Cuarrman: This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R. 781) to 
amend title 17 of the United States Code entitled “Copyrights” to 
provide for a statute of limitations with respect to civil actions. 

Section 115 of title 17, United States Code, provides a 3-year period 
of limitation on the commencement of criminal proceedings for vio- 
lation of the copyright code. However, the code provides no specific 
period of time within which civil actions must be instituted. As a 
result, civil actions for the infringement of copyrights are limited by 
the law of the State where the action is brought. 

The bill would amend section 115 of title 17 United States Code 
by providing that no civil action shall be maintained under the 
provisions of the title unless commenced within 3 years after the 
claim accrued. The amendment would take effect 1 year after date 
of enactment and apply to all actions commenced on or after such 
effective date. 

The Department of Justice would have no objection to the enact- 
ment of the bill. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely, 
Wir P. Rogers, 
Deputy Attorney General. 


CHANGES IN EXISTING LAW 


In compliance with section 4 of rule X XIX of the Standing Rules of 
the Senate, there is printed below in roman existing law in which no 
change is proposed, with matter proposed to be stricken out enclosed in 
black brackets, and new matter proposed to be added shown in italics; 


Titte 17 U. S. Cops 
§ 115. Limitations. 

[§ 115. (a) Limitation of criminal proceedings.—] (a) Criminal 
proceedings.—No criminal proceedings shall be maintained under 
the provisions of this title unless the same is commenced within three 
years after the cause of action arose. 

(b) Limitations of civil actions.—] (b) Civil actions.—No civil 
action shall be maintained under the provisions of this title unless the 
same is commenced within three years after the claim accrued. 
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GOVERNMENT COMPETITION WITH PRIVATE BUSINESS 


Avcust 19, 1957.—Ordered to be printed 


Mr. Ture, from the Select Committee on Small Business, submitted 
the following 


REPORT 


INTRODUCTION 


Today, as for many past years, the Federal Government. owns and 
operates Commercial- and industrial-type facilities which, by the end 
of 1955, had an aggregate dollar value equal to the assets of the vast 
industrial empires of General Motors and United States Steel. 

Such a comparison does not even include the assets of the farflung 
nonmanufacturing operations of the Department of Defense, a reason- 
ably accurate inventory of which has frustrated the calculating 
abilities of the Hoover Commission, your committee, and even the 
Department of Defense itself. The best estimate of the Hoover 
Commission placed the total of all Defense Department commercial 
activities in the neighborhood of 2,500 enterprises with a capital 
investment exceeding $15 billion.!’ This figure would be equal to the 
combined capital investment of General Motors, Standard Oil 
Company of New Jersey, United States Steel and du Pont (E. I.) 
de Nemours. 

The small segment of the public which has been aware, keenly 
aware, that many Government officials harbor compulsive corporate 
tendencies is composed of those small-business men producing and 
offering the selfsame goods and services which are duplicated by 
Federal military and civilian departments and agencies. To these 
small-business men, their Government is an arch-competitor against 
whom it is impossible to compete. 

As the growth of Government-operated business and industrial-type 
activities has encroached deeper and deeper into fields traditionally 
regarded as the rightful domain of private enterprise, small-business 
men have complained in increasing numbers to your subcommittee. 
Among the first such complaints received by your subcommittee was 
one that came from scrap dealers who. specialize in salvaging the 


1 Commission on Organization of the Executive Branch of the Government. Business Enterprises—A 
Report to the Congress, May.1955, p. L. 
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aluminum of obsolete or wrecked military aircraft. To these scrap 
dealers the competition offered by nine aluminum smelting plants 
operated by the Navy and the Air Force seemed an unwarranted 
invasion of their commercial rights. The dealers argued that they 
could recover the aluminum from military aircraft cheaper and more 
efficiently than the military services. In 1953, your Subcommittee 
on Relations of Business with Government held public hearings on 
the aluminum smelting operations of the Navy and the Air Force 
~ the result that 2 of the services’ 9 smeltirg plants were closed 
own. 

Recently, representatives of the paint, ice cream, and bakery 
industries have solicited the interest-of your subcommittee in their 
problems of attempting to sell their products to the military services 
while at the same time these services themselves are competing in the 
paint, ice cream, and bakery businesses. Your committee concluded 
that the pros and cons of this type of Government competition with 

rivate business could best be thes To to light by means of public 

earings. Consequently, on April 16 and again on May 22, your sub- 
committee took testimony from Government and industry representa- 
tives on the general problem of Government competition with business 
and, more specifically, on the question of whether the military services 
should manufacture their own paint, ice cream, and bakery products. 
After the April 16 hearing, the Secretary of Defense issued an order 
calling for the closing of the Navy’s paint-production facilities, 
except for one research laboratory. Just prior to the hearing on May 
22, the Air Force decided not to bake loaf bread for its Air Academy 
cadets, as it had planned to do originally. 

Then, by letter dated July 25, 1957, the Department of the Air 
Force advised the subcommittee chairman, Senator Thye, that it had 
abandoned all plans to freeze ice cream and to bake pies, cakes, and 
pastry at the Air Academy. Baking at the Academy will be confined 
to rolls, biscuits, and muffins for immediate serving to the cadets, 

Thus, it may justifiably be said that the committee has achieved 
its objective in investigating these particular instances of competition 
with business, 

Tue HeEarines 


A. APRIL HEARING 


In his opening statement on April 16, Senator Edward J. Thye, 
subcommittee chairman, commented on Government competition 
with private enterprise: 


* * * We have always encouraged Government agencies to 
develop a realistic program designed to reduce such com- 
petition to a minimum. * * * 

The Bureau of the Budget and the Department of Defense 
have from time to time issued directives for the reduction of 
Government competition with business. In my judgment 
the directives are a step in the right direction. We expect 
to learn through this hearing just what has been accomplished 
under the directives and what plans have been made to 
implement them further. 

This committee feels that our national economy and, 
particularly, the small-business segment of the economy 
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will be ananatbaoed by the elimination of every possible 
Government facility in competition with business. 


At the conclusion of his remarks the subcommittee chairman 
requested Government and industry witnesses to present their views. 


1. Bureau of the Budget 


Percival F. Brundage, Director, Bureau of the Budget, reviewed 
efforts of his agency to reduce Government competition with private 
enterprise. On January 15, 1955, according to Mr. Brundage, his 
Office issued a bulletin setting forth administration policy as follows: 


It is the general policy of the administration that the 
Federal Government will not start or carry on any commerci 
activity to provide a service or product for its own use if 
such product or service can be procured from private enter- 
prise through ordinary business channels. Exceptions to this 
policy shall be made by the head of an agency only where it is 
clearly demonstrated in each case that it is not in the public 
interest to procure such product or service from private 
enterprise. 


In May 1956, the Bureau of the Budget, as one step in its program, 
published An Inventory of Certain Commercial-Industrial Activities 
of the Government. The inventory listed 19,265 Government-owned 
installations in the civilian agencies. Only manufacturing enter- 
prises were listed for the Department of Defense. There were 506 
such enterprises in that Department. 

The next step by the Bureau of the Budget was to begin an analysis 
and review of the manufacturing facilities listed in the inventory. 
Mr. Brundage stated that, of 289 installations on which the review 
by the civilian agencies had been completed, 145 had been discon- 
tinued. The various agencies are now evaluating the “services” 
portion of their commercial activities. Eventually, other activities 
such as construction, transportation, and communication will be 
evaluated for possible discontinuance, according to Mr. Brundage. 

In his testimony the Budget Director pointed out that small busi- 
ness bears the brunt of the effects of Government competition, a fact 
fully recognized by your committee. 

Of cost considerations in closing Government commercial facilities, 
Mr. Brundage said: 


The decision to continue or discontinue an activity as 
being in the public interest should not depend primarily upon 
whether the product or service can be produced cheaper by the 
Government. As a general guide our policy is that apparent 
cost or savings should not be a deciding factor where adequate 
competition exists. This policy was adopted for the follow- 
ing reasons: 

1. The costs of Government operations are not com- 
parable with corresponding business costs. The Govern- 
ment, for example, pays no income taxes and operates its 
own tax-free facilities, thereby keeping costs down. 

2. Government accounts are not kept in the same manner 
as business accounts so that a comparison of the operating 
costs of Government versus business, for example, is not 
only difficult but often misleading. 
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3. Above all, the decision whether to continue or dis- 
continue a Government activity solely on an apparent cost 
basis runs counter to our concept that the Government 
ought not to compete in a private enterprise economy. 


Mr. Brundage emphasized to the subcommittee the importance of 
reventing new commercial ventures from getting underway in 
Govaraninit agencies. He maintained that rigid tests applied to 
possible new ventures had reduced entries into new operations to’a 
minimum and had made this the most successful phase of the program. 

It was Mr. Brundage’s contention that specific legislation 1s not 
needed to curtail most Government business-type operations. He 
ee that administrative action could achieve the desired 
results. 

The Budget Director closed his testimony on a highly optimistic 
note. He stated: 


While the program for review and disposal will take a few 
years, we are making progress in providing business for 
private firms instead of competing with them; in restoring 
Government facilities to local and State tax rolls; in attempt- 
ing to free Government officials for concentrating on the 
major purposes of government instead of giving attention 
to such secondary activities as coffee roasting, bread baking, 
and ice cream production. 


2. Department of Defense 


A prepared statement by Assistant Secretary of Defense Perkins 
McGuire was read to the subcommittee by the Defense Department’s 
Director for Small Business, Mr. Joseph M. McKellar. 

The Secretary’s statement reviewed for the subcommittee progress 
made under DOD Directive 4100.15, April 27, 1955, which sets forth 
Department of Defense policy relative to divesting itself of operations 
in competition with private enterprise. 

According to the statement, 49 types of enterprises representing 
1,755 individual operations have been selected for review and possi- 
ble discontinuance. At the end of March of this year the Depart- 
ment had discontinued 264 of the 1,755 operations and had curtailed 
60. In process of being discontinued were 58, and being curtailed 
were 5. Yet, to be scheduled for discontinuance were 150, and for 
curtailment, 11. Therefore, a total of 548 operations have been 
designated for discontinuance or curtailment. 

The Department found 249 operations justified for continued oper- 
ation. It had not then completed review of 958 of the 1,755 operations. 

As a result of questioning on the specific subject of cement-manu- 
facturing plants, Mr. McKellar stated that 17 plants had been under 
review, that 9 of those had been closed, and that 2 others might 
possibly be closed in the immediate future. 

Mr. McGuire’s statement indicated that the Department had expe- 
rienced difficulty in determining whether or not goods and services 
being produced by it could be obtained commercially at a “reason- 
able price.” That was one criterion established by the basic DOD 
directive. The Department found it necessary to define ‘reasonable 
cena It did so by a memorandum dated January 31, 1956. Mr. 
McGuire explained the new definition in these words: 
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* * * A commercial price will be considered reasonable when 
the commercial price to the Government is not greater than 
the — paid by other purchasers considering the existence 
of adequate competition, volume of purchases, and quality of 
products and/or services obtained. 


A definition based on comparative purchases by others became 
necessary, according to the statement, because accurate cost compar- 
isons were impossible between private firms and Government tax-free 
operations. 


$. Paint industry 

Mr. Ralph H. Everett, executive vice president of the M. J. Merkin 
Paint Co., New York City; Mr. Waldo B. Utley, president, Prisma 
Products Corp., New Orleans, La.; and Mr. Daniel L. Boland, general 
counsel, National Paint, Varnish & Lacquer Association, Inc., Wash- 
ington, D. C., were witnesses in the paint industry’s behalf. 

Mr. Boland stated that, of the 1,469 paint-manufacturing plants in 
the United States, only 7 are not classified as small businesses. He 
reviewed the results of an industry survey which indicated that not 
less than 65 paint manufacturers are capable of producing all topside 
and ship-bottom paints, including hot plastics, now in use by the 
Navy. He pointed out that private industry currently supplies to the 
Army, Air Force, Coast Guard, and Maritime Commission paint 

roducts that are identical or similar to every paint product, except 
hot plastic ship-bottom paints, now reserved by the Navy for produc- 
tion at its plants at Norfolk and Mare Island. 

Mr. Boland invited the subcommittee’s attention to recent large 
Navy purchases of cuprous oxide, alkyd resin, and other raw materials 
used in paint production. He expressed the fear of the industry that 
these purchases pointed toward an expanded Navy paint-production 
program. 

Mr. Utley, of the Prisma Corp., testified that his firm, with only 32 
employees, had produced paints under exacting specifications for Navy 
contractors and for many Government agencies, that he employed a 
full-time chemist, and that his firm had been successful in a basic 
research program. He assured the subcommittee that, with the 
addition of some equipment, his small firm could produce the hot 
plastic ship-bottom paints. 

Mr. Everett, of the Merkin Co., stated to the subcommittee that he 
served in 1952 as one of nine members of a Paint Study Committee 
that was appointed by the National Security Industrial Association 
at the request of the Navy Department. Of his committee’s work, 
Mr. Everett said: 


The committee found that private industry could supply 
all of the Navy’s paint requirements. We found no evidence 
of any important economies after proper consideration had 
been given to the inherent differences between accounting for 
taxpaying private industry enterprises and for tax-free 
Government operations. 

We did recommend that research be continued and felt that 
the paint industry would cooperate with Navy research in an 
accelerated program of improvement. 

This study was made in 1952 and the report was written 
in January 1953, 
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The Secretary of oo have did -~ - on the committee’s 
recommendation. The d, however, curtail the 
number of paint items to bein nemwehicnaa from 150 to 28. 
If the operation of the Navy paint plants was uneconomical 
and unnecessary when it produced 150 items, it is of less 
importance today. The Navy has maintained that it can 
produce paint at a lower cost than private industry. I did 
not find this true during the study by the committee men- 
tioned. One way of showing a saving was to compare their 
own manufacturing cost with an accepted bid. In the first 
place, we did not accept their own costs as being accurate. 
Secondly, the bids from industry included transportation 
to a delivered point which Navy figures did not show. 


Continuing, the witness vigorously denied Navy’s claim that its 
paintmaking operations saved taxpayers money: 


The Navy has continued to use this argument and, in 
1953, conducted a survey of the Norfolk paint plant. On 
the basis of these figures there was a purported saving of 
$600,000. I cannot agree with the figures or the savings. 
Such items as transportation, Federal taxes, management 
control, purchasing, and other expenses which are part of 
business expense are missing. The most amazing figure 
revealed was that the Norfolk paint plant operated at 12.7 
percent of capacity while the Mare Island plant operated 
at 10.8 percent of capacity. No pretense of plant efficiency is 
possible with this low rate of production. 


Mr. Everett strongly maintained that the industry is capable of 
meeting all Navy paint requirements, with respect to quantity, 
quality, and variety. 

4. Department of the Navy 

For the Department of the Navy, Rear Adm. S. N. Pyne, Lt. Comdr. 
Charles P. Ramsey, and Mr. Daniel P. Graham testified. 

Admiral Pyne stated that the Navy now manufactures approxi- 
mately half the paint that it uses. The Mare Island and Norfolk 

lants mix about 30 different products in the 4 categories of ship- 
bottom paints, haze gray paints, priming paints, and paints for tanks. 
he Navy, according to Admiral Pyne, requires three things of its 
vine supply: The paint must be of a high quality; it must be supplied 
in the quantities needed; and it must be supplied at the times when 
needed. He maintained that private suppliers had not always met 
those three requirements. He did, however, admit that the Navy 
has, on some occasions, also produced paints that had to be rejected. 

Mr. Graham admitted that both the Navy and private paint manu- 
facturers depend primarily upon the suppliers of raw materials for 
new and worthwhile improvements in paint products. He made that 
statement after first testifying that private paintmakers had never 
developed a paint component or process superior to those of the Navy. 

The Navy witnesses explained to the subcommittee that the Navy’s 
hot-plastic ship-bottom paints, developed in 1941, have kept its ships 
at sea twice as long between repainting as was ‘possible with other 
paints. Although Admiral Pyne stated that, on the one occasion 
when bids were requested on hot-plastic ship-bottom paints, costs 
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of Navy-produced and privately produced hot-plastic paints appeared 
to be comparable, the Navy now produces all of its requirements for 
these paints. 

Admiral Pyne testified that he believed it would be possible to 
schedule Navy paint requirements far enough in advance so that 
private enterprise could supply all the paints. 

Commander Ramsey explained to the subcommittee that recent 
raw-materials purchases were enough to keep Navy paint plants in 
production at current rates until September 30 with approximately 
3 months’ stock remaining at that time. 

He testified that the Navy has made available as surplus more than 
$600,000 worth of paint and related products since 1953. He pointed 
out that a quarter of a million dollars’ worth of ingredients not now 
being used will have to be sold this year unless Navy is allowed to 
mix them into types of paints that it has not been permitted to produce 
since 1953. 

B. MAY HEARING 


Your committee decided to hold a public hearing to determine 
whether Air Force plans to install baking and ice-cream-making 
equipment at the Air Academy were necessary and justified, 
opening the hearing, Senator Thye stated: 


The report from Colorado Springs is particularly disturb- 
ing to me, because it involves the addition of new Govern- 
ment industrial facilities at a time when every effort is 
supposedly being made to dispose of such facilities now in 
existence. 


The investigation and hearings into the Air Force plans for ice- 
cream-making facilities and a bakery at the Air Academy demonstrate 
the manner whereby Government agencies can establish competitive, 
commercial enterprises without the knowledge of private industry, the 
Congress or the Bureau of the Budget. 

In this case your committee received its first information from 
representatives of the private industries involved when rumors con- 
cerning the installation of machinery and equipment were heard in the 
Denver area. 

During the course of the hearing it became obvious that the Air 
Force had made no sincere or genuine effort to contact private industry 
to explore the possibilities of a contract with industry to supply the 
needed items. Instead the Air Force proceeded to make plans for the 
installation of expensive equipment and machinery. 

When your committee first made inquiry of the Air Force, it was 
told that the equipment was necessary because the cadets at the Air 
Academy must be afforded a “controlled diet.”” This reason for a 
significant, commercial enterprise did not impress your committee as 
being logical. Upon checking with industry representatives, the 
committee was informed that the Air Force had given the same 
information to the private concerns which had made inquiry. 

Between the time when the committee made its first inquiry and the 
day of the hearings on May 22, the Air Force did not supply any 
further reason for its proposed venture into the ice-cream-manufactur- 
ing and bakery business. 

In the course of the hearings, under questioning, Air Force witnesses 
told the committee that the ice-cream facilities were necessary for 
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budgetary reasons. This introduced an entirely new rationalization 
for the undertaking. Finally the Air Force agreed that it would 
eliminate any plans for the baking of bread. It did maintain that it 
would still require the facilities for baking pastries and hot rolls. 

It is most Letushing that the Air Force would proceed with plans 
to compete with industries in the Denver area without first’ having 
made a careful and thorough survey to determine the ability of 
private industry to supply its needs for the Academy. 

It is equally distressing to observe that the Air Force was not 
willing to give the committee a frank and complete explanation of its 
plans and the reasons for entering into competition, when the com- 
mittee made its first inquiry. It should not be necessary to hold 
public hearings in order to get this information. 

Here is a further specific example of a situation where the top-level 
policy decision had been made, but this command was frustrated by 
the actions taken by subordinate officials on the operating level. 

Representatives of the ice-cream industry were the first witnesses 
at the May hearing. Testifying were Robert C. Hibben, executive 
secretary, International Association of Ice Cream Manufacturers, 
Washington, D. C.; Charles E. Dunlap, secretary, Colorado Dairy 
Products Association; and Richard Robinson, vice president, Robin- 
son Dairies, the latter two of Denver, Colo. 

These witnesses presented several arguments which appeared to 
lend substantial support to their position that the Air Force should 
reverse its decision to produce its ice-cream requirements. First, they 
pointed out that the trend among military installations was away 
from self-freezing of ice cream, as evidenced by the policy of the 
Quartermaster Corps to purchase from private industry all of its re- 
quirements, wherever ice cream is commercially available, for all 
posts in the United States and for some overseas. In the second 
place, these witnesses stated that the stringent sanitary requirements 
for manufacturing ice cream required experienced personnel. Finally, 
they stated that existing ice-cream-manufacturing capacity in the 
Colorado Springs area was much more than sufficient to absorb the 
Air Force Academy demand. Along this line, one witness said that 
he could fill the entire Academy requirement at his present plant in 
about 30 minutes. 

According to Mr. Robinson, the equipment planned for the Academy 
would freeze 1,000 gallons of ice cream in an 8-hour day, or 5 times as 
much as will be consumed ina day. To present the point in a different 
manner, the Air Academy freezers will operate at an inefficient rate of 
one-fifth of normal capacity. 

Spokesmen for the baking industry followed the ice-cream industry 
witnesses before the subcommittee. Mr. Joseph M. Creed, counsel, 
American Bakers Association, Washington, D. C., read a news item 
that had alarmed the bakers and ice-cream makers. ‘The item ap- 
peared in the March 13, 1957, edition of the Rocky Mountain News 
and read as follows: 


A contract to supply kitchen equipment for the new Air 
Force Academy cadet dining hall in Colorado Springs has been 
awarded to a Denver firm. Fortner Bros. Midwest Corp., of 
1501 Wezee Street, has been awarded the $425,000 contract. 
It is the largest ever awarded to furnish kitchen equipment in 
a single building, according to company officials. 
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The contract covers two 25-foot dishwashing machines, a 
complete automatic bakery, and an ice-cream-making 
department. 


Mr. Creed then reviewed his unsuccessful efforts, to. obtain from. 
the Air Force: a clear indication of.its specific plans for operating the 
bakery in the cadets’ kitchen, At the time that, Mr. Creed testified,. 
the. industry had no written assurance that the Air Force did not 
intend to utilize fully the 3,600-loaves-per-hour capacity provided, 
by. the original. Academy. bakery specifications, Air Force officials 
had indicated orally. to Mr. Creed. prior. to the hearing that. only 
rolls and biscuits would be baked. Beecien their subsequent: testi-; 
mony indicated that pies, cakes, and sweet rolls would be baked 
at the Academy, in addition to the biscuits and rolls. 

According to Mr. Creed, the Army, and the Veterans’ Administration 
have made good progress in closing their baking facilities. He charged 
that the Air Force, with its initial Air Academy plans, was.the first, 
agency to take a backward step in the program for getting the Gov- 
ernment out of the baking business. 

Mr. Garland Long, president, Rainbo Bakers Co., Colorado Springs, 
was introduced by Mr. Creed to present the views of the. Rocky 
Mountain Bakers Association. Mr; Creed and Mr. Long related that, 
within 80 miles of the Academy, there were 10 major wholesale 
bakeries, each with the capacity to serve the Academy. Two of these 
are in Colorado Springs; 2, in Pueblo; and 6, in Denver. 

Mr. Long pointed out that those bakeries were then supplying 
Fort Carson and Lowry Air Force Base, major defense installations in 
the area. He stated that strikes in the baking industry would not 
interfere with the commercial supply of bread to the Academy—just as 
past strikes in the area had not interfered with the suprly of bread for 
civilian consumption—and, furthermore, on questioning by Senator 
Allott, pointed out that Fort Carson has standby equipment sufficient 
to supply all military establishments in Colorado in emergencies. 

A question was raised by Mr. Long about the presence of bread- 
baking items on the kitchen-equipment list when, as had been orally 
stated to Mr. Creed, the Air Force intended to bake only biscuits 
and rolls in the Academy kitchen. Air Force witnesses testified that 
the breadmaking equipment would not be purchased. However, a list 
of canceled equipment did not include all the equipment designated 
by Mr. Long as being for breadmaking. 

In a letter to the subcommittee after the hearing, Mr. Creed ex- 
pressed the baking industry’s objection to the plans to bake cakes, 
pies, and doughnuts at the Academy. 

Mr. John M. Ferry, Special Assistant for Installations, Office of 
the Secretary, Department of the Air Force, assured the subcom- 
mittee that new plans called for the Academy to purchase its loaf- 
bread requirements and that all breadmaking equipment had been 
eliminated from Academy specifications. He indicated that the then 
current plans called for the baking of pies, cakes, and other sweet 
goods, as well as hot rolls and biscuits. 

The ice-cream-freezing equipment included two 10-gallon freezers 
to be used, according to Mr. Ferry, for freezing ice cream for the cadet 
kitchen only. He stated that the cadets could have ice cream almost 
twice as often on the same ice-cream budget if a mix were purchased 
and frozen than if the finished product were purchased. He admitted 
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that depreciation on the freezers would add slightly to the cost of the 
freezing operations. .Apparently, under the Air Force system of 
accounting and monetary allowances for food, little consideration is 
given to such capital costs, to overhead, and to production costs other 
than the raw-material costs. 

Tn further defense of the plans to freeze ice cream and to bake pastries, 
cakes, and doughnuts, the witness for the Air Force contended that 
the proposed activities were normal commercial practices among large 
hotels and restaurants. This. was vigorously epee by industry 
representatives. It became obvious that the Air Force had advanced 
this argument without obtaining sufficient facts or evidence to sustain 
its position in this regard. 

CoNcLUSsIONS 


In its 1955 annual report, your committee pointed out two distinct 
types of Government services that frequently compete with services of 
private enterprise: 


In order to define adequately your committee’s interest 
in this subject, it must be pointed out that there are two 
general types of such competition. First there is the activity 
designed to service the public. This competition is usually 
started as a result of a general policy decision by the Govern- 
ment. The second type is that designed to be utilized by the 
Government itself with no direct service intended for the 
general public. This competition usually stems from an 
administrative decision within a department of the Govern- 
ment. 

Your committee’s attention has been directed to the latter. 
Complaints relating to a similiar story have come from 
numerous sources. Government competition is curtailing 
and in some cases entirely eliminating the private business 
firm from an area of business activity.” 


This report is, likewise, concerned with the type of service supplied 
by the Government to the Government as a result, usually, of an 
administrative decision. 

Your committee wishes to express its approval of the Administra- 
tion’s policy, as expressed by the Director of the Bureau of the 
Budget, “‘to eliminate so far as practicable business operations of the 
Government which compete with private enterprise.’ It would 
seem, however, that at the point of action, as opposed to the point of 
planning, much remains to be done before the program for reducing 
Government competition with business will bear real fruit. The 
individual executive agencies and departments have not moved with 
dispatch to carry out the policy laid down by the Budget Director. 

ecording to the testimony of Mr. Brundage, only 145 commercial- 
and industrial-type operations—of a total of 19,265 such operations 
in the civilian agencies—have been discontinued. Only 289 have 
been reviewed for possible discontinuance. In all fairness, however, 
your committee must report that Budget’s inventory of these opera- 
tions was being compiled during the period of January 15, 1955, to 
May 1956, and that the review of 289 Government operations was 
presumably accomplished between May 1956, and April 1957. 


* Annual report, Senate Small Business Committee, 8. Rept. 129, 84th Cong., Ist sess., p. 85. 
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The Department of Defense had, by the end of March 1957/ 
discontinued 264 commercial- and industrial-type operations. ‘an 
curtailed 60 operations of a total of 1,755 operations selected for re- 
view. On the basis of bare statistical comparisons, Defense seems 
to have a better record of eliminating commercial operations than the 
civilian agencies.. On the other hand, Defense selected the: 1;755 
operations—in 49 categories—that it plans to review. It is virtually 
impossible, on the basis of available data, to obtain a realistic total 
figure for commercial operations in the Department of Defense: 

tainly, the number greatly exceeds 1,755. 

Thus, it can be seen that progress in this field has been extremely 
slow and that achievements have been limited. Despite the: fine 
policy pronouncements, little has been done. Your committee, and 
other congressional bodies interested in this subject, must soon 
recommend sweeping legislation to accomplish these ends if executive 
agencies, acting under their own initiative, cannot compile a more 
impressive record. 

e April 16 hearing indicated clearly that the Navy was engaged 
in unnecessary competition with private enterprise by the manu- 
facture of paints at Norfolk, Va., and Mare Island, Calif. 

Assistant Secretary of Defense Perkins McGuire recommended and 
the Secretary of Defense issued orders, within 1 month after the sub- 
committee hearing focused attention on Department of the Navy 

aintmaking operations, calling for the closing of those operations. 
Recedtery McGuire is to be commended for taking this forthright 
action to eliminate a source of Government competition with business. 
That action put the armed services on notice that substantial progress 
is expected in the program to reduce Government operation of com- 
mercial- and industrial-type facilities. 

While your committee is gratified that the Department of Defense 
moved as promptly as it did following the committee’s hearings on the 

aint factories, it regrets that such a hearing was necessary at all. 
t is plainly impossible for a committee to examine every one of these 
thousands of commercial activities, and it should not be necessary. 
Jn this one case, cooperation was achieved among the parties at 
interest, and it would appear that similar results could be expected 
whenever a complete and frank appraisal is made. Your committee 
trusts that the program will now be pressed forward with greater suc- 
cess than has previously been recorded by the Department of Defense 
and the armed services. 

Department of the Air Force spokesmen seemed extremely reluctant 
prior to the hearing on May 22 to provide industry representatives 
and your committee with information about plans for the Air Academy 
kitchen and dining hall. A more helpful and cooperative attitude 
on the part of the Air Force would have, perhaps, allayed industry 
fear and alarm over the newspaper publicity given to the plans. Not 
even the committee could obtain a frank statement from the Air 
Force. Under such circumstances, a public hearing was necessary 
and much time was consumed in obtaining information which should 
have been volunteered to the industry and to the committee. In 
the future, your committee expects more responsive answers and better 
cooperation from the Air Force. 

_Your committee feels that the Air Force took a step in the right 
direction when it abandoned plans to bake loaf bread at the Air 
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Academy. The installation of new breadmaking equipment at the 
Air Academy would have*been grossly inconsistent with the Depart- 
ment of Defense policy which resulted in the closing of 21 service-run 
bakeries between. March 1953, and January 1957. 

Lest the impression arise that the Aiw' Potoe itself recognized the 
Air Academy breadmaking plans to be in voilation of administration 
and Department of Defense policy, attention is invited to the fact 
that industry’s protests and: committee staff inquiries preceded the 
elimination of those plans. 

The chief argument presented by the) Air Force during the hearings 
was based exclusively on dollar savings which would accrue to the 
Government. through self-freezing of ice cream. Earlier justifications 
had been put aside, perhaps because the issues of availability and 
quality of commercial products could be easily met. Reviewing the 
testimony; however, your committee doubts that any money would 
have been saved by the freezing of ice cream at the Academy after 
all expenses were considered. Furthermore, there is a very real ques- 
tion whether dollar savings alone can justify an administrative deci- 
sion to: produce items in competition with private business. 

Air Force spokesmen presented another. point, in addition to the 
comparison of “‘mix’’ prices and ice-cream prices, in defense of their 
plans to freeze ice cream—and to bake pastries, cakes, and other 
sweet goods. They argued that normal commercial practices for large 
dining establishments included ice-cream manufacturing and pastry 
and cake baking. The point was vigorously disputed by Mr. Hibben 
for the ice-cream industry. He stated that hotels and restaurants 
are, in growing numbers, buying their finished ice cream because 
they find it cheaper to do so and they get a greater variety of flavors. 
In any event, the point made by the Air Force loses all effectiveness 
when it is remembered that the normal practice in other services— 
at Marine bases and in the Quartermaster Corps—is to buy the 
finished ice cream. 

Testimony at the hearing indicated that other service installations 
are baking their own pastries and other sweets. Although your 
committee feels that a full Department of Defense study of its pastry 
kitchens’ operations would probably indicate that these kitchens or 
pastry-oven operations should be eliminated, it should be pointed 
out that the Department of the Air Foree did not violate established 
Department of Defense policies when it prepared plans for pastry 
baking at the Air Academy. 

On the other hand, your committee is certain that the Air Force 
decision to cancel orders for pastry facilities at the Academy will 
prove to be a wise one. The experiences gained at this installation 
should assist in a complete appraisal of the necessity for maintaining 
pastry kitchens at other military establishments. 

To summarize committee conclusions in regard to plans for ice- 
cream making and baking at the Air Academy. 

(1) The elimination of loaf-bread making was a proper step. 

(2) The decision not to freeze ice cream is now in line with admin- 
istration policy and Defense Department practices at other installa- 
tions. 

* Hearings. Government Competition with Private Business—1957, Subcommittee on Relations of Busi- 


ness ~e Government, Senate Small Business Committee, April 16 and May 22, 1957, 85th Cong., Ist 
sess., p. 90. 
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(3) Although traditional practices among the services permit the 
operation of a pastry kitchen at the Academy, the decision to abandon 
this operation appears to be sound, and a careful review of other such: 

astry kitchens might show that pastries should also be purchased 
om commercial sources. 


RECOMMENDATIONS 


Your committee recommends— 

(1) That all Government agencies abstain from initiating an 
commercial activity and expedite the discontinuance of any suc 
activity already engaged in which provides a product or service for 
Government use when such product or service may be obtained, with 
reasonable convenience, in like quality and quantity at a fair and 
reasonable price, through ordinary business channels. Exception 
should be made only when it is clearly demonstrated that the public 
interest is better served. 

Your committee hopes that the administration, through the Budget 
Bureau and appropriate Cabinet officers, will lend its influence to 
obtain the full cooperation of all Government agencies in carrying 
out your committee’s recommendation. In this respect, your com- 
mittee is encouraged by recent policy pronouncements of the Bureau 
of the Budget. 

(2) That the Defense Department—the agency with greater oppor- 
tunity than any other to relies Government competition—accelerate 
the rate at which its competitive commercial enterprises are being 
closed. Of the 1,755 operations selected for review - Defense, 324 
have been discontinued or curtailed. On the other hand, 161 addi- 
tional facilities have been designated for discontinuance or curtail- 
ment, but no order for closing them has, as yet, been issued. Defense 
should discontinue these operations now and move immediately to 
review its other commercial and industrial activities. 

(3) That the Department of the Air Force should have exhibited 
a more forthright attitude in releasing information to the public and 
to the Congress. Candid answers to the questions raised by business- 
men and by your committee might have avoided confusion regarding 
the intentions of the Air Force to compete with private business. 


O 
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INCREASING THE FEES OF UNITED STATES 
COMMISSIONERS 





Avaeust 19, 1957.—Ordered to be printed 


Mr. O’Manoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 4191] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 4191) to amend section 633 of title 28, United States Code 
prescribing fees of United States commissioners, having considered 
the same, reports favorably thereon, without amendment, and recom- 
mends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to increase the fees of 
United States commissioners as is set forth below. 


STATEMENT 


The proposed legislation, approved by the House of Representa- 
tives, embodies the recommendations of the Judicial Conference of 
the United States. 

The present fees of United States commissioners were established 
in 1946. In the 11 years since then there have been four general pay 
increases which have benefited most governmental personnel but 
there has been no change in the fees of commissioners. 

The increases which would be made by the proposed legislation are 
as follows: 

Reference in a litigated matter from $5 to $8 a day; 
Taking and certifying depositions from 10 cents per folio to 
30 cents: from 10 cents per copy to 20 cents; 
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Preliminary. proceedings, internal-revenue cases and admiralty 
rae from 7 for the first 25 to $14; from $6 to $9 for the next 
25; and from $5 to $8 for the next 50. Any additional copies, 
the same fee of $2; 

Bail only from $2.50 to $4; 

Complaint from $2.50 to $4; 

Search warrant from $4 to $6; 

Discharge of an indigent prisoner from $4 to $6; 

Petty offense from $10 to $16 for the first 25 and $12 for 
additional. 

The proposed legislation would also increase the permissible maxi- 
mum compensation for all services rendered to $10,500. The present 
maximum is $9,376.50. At the present time there are only five United 
States commissioners who receive the maximum compensation. 

There were a total of 667 commissioners as of June 15, 1956, and of 
these 648 were part-time officers. Of 536 commissioners paid by the 
Administrative Office of the United States Courts in 1955, 438 of them 
earned $1,400 or less, and only 60 earned $2,400 or more. 

Under the proposed legislation the average increase to a commis- 
sioner would be 4.4 percent. 

The added cost of the increase on the basis of the volume of work in 
the year 1955 would be approximately $137,000. 

The committee believes that the proposed legislation is meritorious 
and recommends it favorably. 

Attached and made a part of this report is a letter, dated June 21, 
1956, from the Administrative Office of the United States Courts in 
regard to H. R. 10949, a similar bill in the 84th Congress, which was 
referred to this committee on June 19, 1956, and was pending before 
the committee when the 84th Congress adjourned on July 27, 1956. 


ADMINISTRATIVE OFFICE OF THE UNITED States Courts, 
Washington, D. C., June 21, 1956. 
Hon. James ©. Eastrianp, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D.C. 

Dear Senator Eastianp: I write you concerning a bill to amend 
section 633 of title 28 of the United States Code prescribing fees of 
United States commissioners (H. R. 10949) which is now pending 
before your Committee on the Judiciary. 

This bill if enacted will carry out a recommendation of the Judicial 
Conference of the United States made at a meeting held in March 
of this year that the rates of fees for the various services rendered by 
United States commissioners and also the limit upon their aggregate 
earnings for services rendered in any one calendar year be increased. 
The action of the Judicial Conference was in accordance with a rec- 
ommendation of committees of that body on supporting personnel and 
court administration. 

The committees approved and acted upon a report by me in collab- 
oration with Mr. V. A. Clements, the Chief Auditor of the Adminis- 
trative Office, after study by him and his associates in the audit section. 
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The changes recommended and the manner in which they were arrived 
at are explained in my report, a copy of which is attached. 

The present fees of United States commissioners were fixed by the 
Congress in 1946 and subsequently incorporated in section 633 of title 
28 of the United States Code where they now appear. Within the 10 

ears which have elapsed since 1946, there have been four general pay 
increases by successive statutes, in 1948, 1949, 1951, and 1955, from 
which most personnel of the Government have benefited. But there 
has been no increase in the rates of fees of United States commission- 
ers. Within that period there has also been an increase in salaries and 
prices generally. It is the opinion of the Judicial Conference, which 
in my belief is well founded, that in justice the United States com- 
missioners merit a reasonable increase in their compensation. This is 
provided for in the pending bill (H. R. 10949) by the rates prescribed 
for the different services which are increased from the rates specified 
in the present statute (28 U. S. C. 633). Also the maximum limit 
upon the annual earnings of commissioners for their services which is 
now fixed at $7,500 and with additions under the Pay Increase Acts 
of 1945 and 1946 may amount to as much as $9,376.50 per annum, is 
raised to $10,500. 

For administrative purposes in order to simplify the computation 
in the Administrative Office of fees due to the United States com- 
missioners on their quarterly accounts, single rates for the different 
kinds of services and single limits upon the maximum annnal earnings 
are prescribed rather than rates subject to increase for the Pay Increase 
Acts of 1945 and 1946 as the present law provides. 

Exhibit E of the enclosed report of the Administrative Office shows 
the increase in annual income of commissioners both in money and 
in percentage which would result from the recommended rates for 
commissioners handling different numbers of cases annually, ranging 
from 100 to 1,400. The percentage of increase over the present earn- 
ings would range downward from 29.5 percent for 200 cases or less 
to 12 percent for 1,400 cases. The average increase in rates would be 
22.6 percent. But the average increase in earnings referred to in 
the exhibit as a “weighted average increase” would. be 26 percent, 
reflecting the smaller numbers of cases handled by the great majority 
of commissioners. The added cost of the increases in the fees author- 
ized according to the volume of work in the calendar year 1955 would 
be approximately $137,000. The present fees of approximately 
$527,000 would be raised to approximately $664,000, or a little more 
than 24 percent. 

In justice, the United States commissioners are entitled to an in- 
crease in their compensation on account of the changes in conditions 
which have occurred in the 10 years since 1946. The enclosed bill 
provides for moderate increases which will apply to all. It would 
appear to be a deserved recognition of the important services which 
the commissioners render, mainly at the beginning of criminal pro- 
ceedings, and it is recommended on that basis. 

With kind regards, I am, 

Sincerely yours, 
Henry P. CHannpier. 
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ADMINISTRATIVE OFFICE OF THE Untrep States Courts, 
Washington, D.C., February 21, 1966. 


To the Members of the Committees on Supporting Personnel and Court 
Administration: 


FEES OF UNITED STATES COMMISSIONERS 


At the September 1955 session of the Judicial Conference the 
matter of compensation of United States commissioners was referred 
to the Committee on Supporting Personnel for consideration on my 
recommendation. It was pointed out that there had been no change 
in the fees authorized for commissioners’ services since 1946 and that 
a bill (H. R. 7363) was pending in the House of Representatives which 
would increase the existing limit on the basic fees which a commis- 
sioner may receive from $7,500 to $10,000 annually (conference 
report, p. 14). 

Mr. V. A. Clements, the Chief Auditor of the Administrative Office, 
and his associates in the Audit Section have been for some time study- 
ing the compensation of the United States commissioners under the 
fees now prescribed (28 U.S. C. 633). They are especially familiar 
with the work of the commissioners and their compensation because 
they audit their accounts. It was their view in which I concurred 
and which I expressed in my annual report for 1955 (pp. 20-21 of the 
mimeographed report), that some increase in the fees would be reason- 
able, and that for simplicity of administration single rates should be 
prescribed for the different classes of service instead of the combina- 
tion of a basic fee plus additions on account of the Pay Increase Acts 
of 1945 and 1946 which are necessary under the present statute. 

There would seem to be three questions to be considered: First, 
should there be any increase in the rates of fee now preseribed? Sec- 
ond, if there is to be an increase, should it apply to all commissioners 
or only to certain classes? And third, if there is to be an increase, 
what should be the amount of it? 

The question whether the conditions call for an increase in the fees 
of the United States commissioners is not an easy one to answer 
because, except in the case of a very few full-time commissioners, there 
are no records of the time required for the performance of their duties 
and no reliable information on the point. Of 664 commissioners in 
office on June 30, 1955, 643 were part-time officers and the services 
which many of them rendered were occasional and slight. The extent 
of the services varied widely among commissioners. 

Nevertheless there are factors which have led me to conclude that 
in justice the fees of the commissioners should be somewhat increased, 
I have already referred to the fact that there has been no increase in 
the fees since they were fixed in 1946. Within that period of 10 
years, there have been 4 general pay increases by successive statutes, 
in 1948, 1949, 1951, and 1955, in the benefit of which most personnel 
of the Government have shared. Exhibit A attached shows that 
the average increase under these 4 acts has been 35 percent. While 
that may not be a criterion for the degree of increase deserved in 
the fees of commissioners, because of the part-time and occasional 
service of the great majority of them, the fact of increase which has 
come to the salaried personnel of the Government is, I think, some 
thing to be considere 
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A stronger reason to my mind is the trend toward increase in 
lawyers’ fees in recent years. Of the 664 commissioners at the end 
of the fiscal year 1955, 454, or more than two-thirds, were members 
of the bar. To them their receipts from services as United States 
commissioners were tantamount to fees received from clients. The 
commissioners who were not lawyers were by law and the custom of 
their office permitted to deal with the legal questions of limited range 
involved in their duties. Thus it seems pertinent to take account of 
the trend in lawyers’ fees, 

While it is difficult to ascertain with any precision the degree of 
increase in such fees, and there is a considerable variation in the fees 
for different classes of legal services and among different localities, 
there is a general consensus of informed opinion that the charges 
for laywers’ services have been going up. Increases within the last 
decade in the hourly rates for consultation, for preparing tax returns, 
for drafting wills, for work in trial courts on a time beaial for corporate 
organization, and for time in appellate courts of anywhere from a 
quarter to a third, or in some instance a half, are not uncommon. All 
in all, I am convinced that the United States commissioners should 
share to a moderate extent in the trend toward higher compensation 
for services not dissimilar to theirs. 

The next question is, if there is to be an increase, should it app! 
only to certain types of commissioners or to all. The pending bill 
to which reference has been made (H. R. 7363) without changing the 
rates for specified services, would increase the maximum limit upon 
receipts of a commissioner in any one calendar year under section 
633 (b) of title 28. That limit which is now a basic rate of $7,500 plus 
additions for the pay increase acts of 1945 and 1946, which may bring 
the annual income to a total of $9,376.50, would be raised to a basic 
sum of $10,000 annually, which, with the additions under the Pay 
Increase Acts, would produce a total income of approximately $12,369. 
While I concur that there should be some increase in the maximum 
amount which United States commissioners may earn annually, it 
seems to me that it would be inequitable to grant an increase in 
compensation only to the commissioners who now reach the maximum 
and to deny it to the very large number of commissioners whose 
earnings from their part-time services fall far short of that. 

A table following shows the different amounts of total compensa- 
tion earned by 536 commissioners who received compensation paid 
by this office in the calendar year 1955. Four hundred thirty-eight 
earned $1,400 or less, 38 earned between $1,401 and $2,400, and the 
number earning more than $2,400 was only 60. Many of course of 
the United States commissioners who rendered services only occasion- 
ally and from them earned small amounts, were lawyers. It would 
not appear just to deny to them and to the other commissioners not 
lawyers rendering services analogous to legal services, some participa- 
tion in the trend which has been noted toward increase in the rates 
of charge for such services. It is believed that fairness requires that 
if an increase in fees is to be granted to any commissioners it should 
be granted to all. Of course the shares in the increased fees will be 
related like the shares in the present fees to the amounts of service 
rendered in the individual cases. 
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RANGES OF EARNINGS OF UNITED STATES COMMISSIONERS IN THE CALENDAR 
YEAR 1955 


In the calendar year 1955, of 536 commissioners who received com- 
pensation paid by the Administrative Office : 438 earned $1,400 or less; 
38 earned $1,401 to $2,400; 21 earned between $2,401 and $3,300; 13 
earned between $3,301 and $4,300; 4 earned between $4,301 and 
$4,800; 5 earned between $4,801 and $5,400; 3 earned between $5,401 
and $6,000; 3 earned between $6,001 and $6,500; 2 earned between 
$6,501 and $7,000; 1 earned between $7,001 and $7,600; 2 earned 
between $7,601 and $8,100; 1 earned between $8,101 and $8,700; 5 
earned between $9,201 and $9,376.50. 

We come now to the third question, what should be the amount of 
the increase. The question is complicated by the fact that the appli- 
cation to the present basic fees of the increases under the Pay Increase 
Acts of 1945 and 1946, while recommended by the committee of the 
Judicial Conference and the Conference, came subsequently to the 
study by the committee of the basic fee schedule provided for in 
section 633 (a) of title 28. To some extent the increases of the basic 
rates cut across the plan of graduation which the committee had 
formulated and did not altogether conform with it. 

To arrive now at new single rates of fee for the different classes of 
services and graduate them as nearly as feasible according to the 
pattern of basic fees adopted in 1946 is not easy. The principle of 
graduation in the statute of that year was that for various specified 
types of services, fees should be graduated downward as the number of 
cases handled increased. This was for the reason, which still seems 
sound, that a commissioner who handles a larger volume of business 
can organize his work in such a way that it proportionately takes less 
of his time than that of a commissioner who handles only a few cases, 
Consequently in the recommendations of fees to follow, that principle 
is adhered to. 

Exhibits B, C, D, E, and F attached show comparatively the rates 
of fee under the present law and the new rates recommended; also a 
comparison of the resulting income of the commissioners with different 
volumes of business. Exhibit B shows the composite fees now in force 
consisting of the basic fees prescribed in section 633 (a) (1) to (8) 
of title 28 of the United States Code, plus the increases under the 
1945 and 1946 pay acts. Exhibit C, following the specification of 
services in the present statute, shows the new fees recommended. 
Exhibit D is a comparison of the present fee schedule and the proposed 
new schedule for convenient reference. Exhibit E shows the compara- 
tive yield of the present fees and the fees recommended in the pro- 
posed new schedule according to numbers of cases handled by com- 
missioners, ranging from 100 to 1,400 cases a year. Exhibit F shows 
the recommended increases in the rates recommended for the trial of 
petty offenses. 

As appears from exhibit D the new rates of fee recommended for 
the different services are substantially higher than the present basic 
rates. For instance, the charge for issuance of a complaint before 
presentation is raised from the basic sum of $2.50 to $4. There is 
the same increase in the charge for setting bail only. The charge for 
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conducting preliminary proceedings after presentation for the first’ 
25 cases per quarter is raised from $7 to $14, for the next 25 from $6 
to $9, for the next 50 from $5 to $8 without any change in the rate 
of $2 for all cases above 100 per quarter. The charge for trying a 

tty offense, which in the present statute is a basic sum of $10 
teats of pay act increases), is fixed at $16 in the schedule recom- 
mended for the first 25 cases and $12 for all cases above that number 
handled per quarter. The recommended rates stated above, however, 
are single fees for the services mentioned without any added amounts 
on account of the pay acts, so that the proportionate increase in the 
fees recommended is materially less than would appear from a com- 

arison of the present basic rates with the proposed new single rates. 

he increase in the maximum annual compensation per year is from 
$9,376.50 under the present law to $10,500. 

Exhibit E is significant because it shows what increase in annual 
income, both in money and in percentage, would result from the 
recommended rates for commissioners handling different numbers of 
cases annually, ranging from 100 to 1,400. The percentage of in- 
crease over the present gross earnings would range downward from 
29.5 percent for 200 cases or less, to 12 percent for 1,400 cases. The 
average increase in rates would be 22.6 percent. But the average 
increase on the basis of the compensation earned in the calendar year 
1955, referred to in the exhibit as a “weighted average increase,” 
would be 26 percent. This is because the higher rates are allowed for 
commissioners handling the smaller numbers of cases, and a large 
majority are in that class. The added cost of fees of commissioners 
under the plan on the volume of work in the calendar year 1955, would 
be approximately $137,000. The present fees of approximately 
$527,000 would be raised to approximately $664,000. 

The increase recommended for the trial of petty offenses shown in 
exhibit F would average only 4.4 percent because, by and large, the 
present rates for that type of service are deemed virtually sufficient. 
The rise in the percentage of increase for volumes of 800 and 900 such 
cases a year, results from the increase in the maximum limit upon 
annual compensation from $9,376.50 to $10,500. 


CONCLUSION 


It is apparent that while it may be comparatively simple to decide 
whether or not the rates of fees of the commissioners should be in- 
creased, it is far from simple to devise a rate schedule that will be both 
just and administratively efficient. Whether the plan that is pre- 
sented meets these tests or not is, of course, a matter of judgment. 
It seems to us that it does so better than any other of which we can 
think. While the increase is moderate, we believe that it does justice 
to the commissioners in the light of the nature of their work. We 
therefore recommend the plan for your consideration. When a de- 
cision is reached an amendatory statute can be drafted following the 
present section 633 of title 28 with only necessary changes. 


Henry P. CHANDLER. 


23004°—58_ S. Rept., 85-1, vol. 4——15 
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Exurerr A 


Statement of the per annum salary rates of classified employees and the 
percentage increases they have received since the year 1946 





$1,756.00 | $2,690.00 $934. 00 53 

1, 954. 00 2, 960. 00 1, 006. 00 51 

2, 168. 28 3, 175. 00 1, 006. 72 46 

2, 394. 00 3, 415. 00 1, 021. 00 43 

2, 644. 80 3, 670. 00 1, 025. 20 39 

3, 021. 00 4, 080. 00 1, 059. 00 35 

3, 397. 20 4, 525. 00 1, 127. 80 33 

8, 773. 40 4, 970. 00 1, 196. 60 32 

4, 149. 60 5, 440. 00 1, 290. 40 31 

4, 525. 80 5,915. 00 1, 389. 20 31 

4, 902. 00 6, 390. 00 1, 488. 00 30 

Rib ncicchindsicbidivnnennndinetin>cbaddithiligninnsanyupeitaenll 5, 905. 20 7, 570. 00 1, 664. 80 2 
SE sicnicstitiindeiatadlasittsigmitipesinGnmnihamemhaleaeaienl 7, 102. 20 8, 990. 00 1, 887. 80 27 
Gb cada cctitcncbbaiisthlgttawiinetvutuatiihitipiatbadppuds 8,179.50 | 10,320.00 2, 140. 50 26 
its thar Snineubeneitetveniesishinciaancdguaammunin 9,975.00 | 11, 610.00 1, 635. 00 16 





Average increase of 35 percent. 

Pay acts involved: 
Public Law 900, 80th Cong., approved July 3, 1948 (62 Stat., L. 1267). 
Public Law 429, 8ist Cong., approved Oct. 28, 1949 (63 Stat., L. 954). 
Public Law 201, 82d Cong., approved Oct. 24, 1951 (65 Stat. L. 612). 
Public Law 94, 84th Cong., approved June 28, 1955 (69 Stat., L. 172). 


Exutsir B 


Schedule of increases being applied under Public Laws 106 and 390 (5 U. 8. 0. 
934) to the basic fees claimed by United States commissioners 


Title 5, United States Code, section 934, provides in part: 

«* * * 20 per centum of that part of his rate of basic compensation 
which is not in excess of $1,200 per annum, plus 10 per centum of that 
part of such rate which is in excess of $1,200 od annum but not in 
excess of $4,000 per annum, plus 5 per centum of that part of such rate 
which is in excess of $4,600 per annum, plus (A) 14 per centum of 
his rate of compensation (including the additions thereto resulting 
from the application of the foregoing percentages), or (B) $250 per 
annum, whichever is the greater, except that such rate of compensation 
shall not be increased by more than 25 per centum.” 





Basic fees Public Law | Public Law | Cumulative 
106 390 increase 
Percent Percent Percent 
a A Liceddintbithndbacdasthbhindsnditndedcdanes 20 25 
Se I lie int ccnddnantmlieeadtninenndemmnoted! 20 i) 
en EL os. © sinnbiinnunniphtapbabnwnnes 10 () 10 
I 6 ot i ethanddabbnensocbbbonsbmonnsias 0 14 25. 4 
I clan etal decir edicadline: 5 14 19,7 
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Based on the above cumulative incre commissioners are pres- 
ently being paid fees for their services as follows: 





per year 
















fb 87. coccceccccce 2. 50 50 = |$3. 75 |$7. 00 50 = |$10. 50 | First 83......./$10. 00 $15. 00 
Next 13....-- 2. 50 20 3.00 | 7.00 20 8.40 | Next 37 10. 00 12.00 
Next 29.... 2. 50 20 3.00 | 6.00 20 7.20 | Next --| 10.00 11.00 
Next 37.... 2. 50 10 2.75 | 6.00 10 6.60 | Next 310. 10. 00 12, 50 
Next 34.... 2. 50 25.4 | 3.15 | 6.00 25.4) 7.50 ext 290 10. 00 12.00 
ey ee 2. 50 25.4 | 3.15 | 5.00 25.4) 6.25 
Next 353. .....---...- 2. 50 25.4 | 3.15 | 2.00 25.4 | 2.50 
All additional........ 2. 50 19.7 | 3.00 | 2.00 19.7] 240 





Note.—No additional increase under Public Law 390 until 14 percent of basic fees, plus increases under 
Public Law 106, equals $250. This feature of Public Law 390 works an inequity in that com: 
whose earnings range from $833.34 through $1,514.36, receive the same annual increase, $250. Public Law 
390, which was designed for —— to annual salaries of classified employees, contained a minimum 
and maximum feature which when applied to fee earnings, resulted in the inequity stated herein. 


Exuisit C 


Proposed fee schedule for United States commissioners 


United States commissioners in each judicial district, except national 
park commissioners, shall receive only the following fees for all 
services rendered, not to exceed $10,500 for any one calendar year: 

(1) For attending to any reference by order of court of a litigated 
matter in a civil case or in admiralty, $8 per day. 

(2) For taking and certifying depositions, 30 cents for each folio 
and for each copy thereof furnished on request, 20 cents per folio. 

(3) A fee graduated according to the aggregate number of cases in 
each quarterly accounting vem | in the sum of $14 for each of the 
first 25 cases, $9 each for the next 25 cases, $8 for each of the next 
50 cases, and $2 for each additional case, of the following kinds: 

Issuance of an attachment and subsequent hearings in internal 
revenue matters pursuant to section 7604 (b) of title 26; 

Settling or certifying the nonpayment of a seaman’s wage pursuant 
to sections 603 and 604 of title 46; 

Preliminary proceedings to hold an accused person to answer in 
district court, payable to the commissioner who disposes of the case 
by discharge or binding over, for all services rendered after presenta- 
tion of the accused ; 

Each accused person brought before the commissioner for holding 
to answer in district court shall be considered a case for the purpose 
of computation of fees. 

(4) For all services rendered for each accused person presented be- 
fore him for purposes of bail only and not for holding to answer in 
district court, whether or not bail is taken or commitment ordered, $4. 

(5) Upon the filing of a sworn, written complaint, for all services 
rendered prior to presentation of the accused before the commissioner, 
$4 for each person accused. 











10 INCREASING FEES OF UNITED STATES COMMISSIONERS 


(6) For all services in connection with each formal, written appli- 
cation for a search warrant, whether granted or denied, $6. 

‘ (7) For each proceeding for the discharge of an indigent prisoner, 
6. 

(8) For each defendant tried or sentenced by him for a petty offense, 
in lieu of all other fees provided in this section, a fee graduated accord- 
ing to the aggregate number of cases in each quarterly accountin 
period, in the sum of $16 for each of the first 25 cases and $12 for oak 


additional case. 
Exuigir D 


Comparative statement of the present fee schedule and the proposed fee schedule 





Present schedule ! Proposed schedule 





Reference in a litigated matter__..... re ON en $8 per day. 
Taking and certifying depositions...| 10 cents per folio; 10 cents per | 30 cents per folio; 20 cents per 


copy. copy. 
Preliminary proceedings (after pres- | Ist 25, at $7; next 25, at $6; next | Ist 25, at $14; next 25, at $9; next 
entation), internal-revenue cases, 50, at $5; additional, at $2.2 50, at $8; additional, at $2. 
26 U. 8. C. 7604 (b) and admiralty 
hearings, 46 U. 8. C. 603 and 604. 


cen atheatenbt nants manne $4. 

Complaint (before presentation) ..... $4. 

RR SRN cntcmacunsacncoscacnts $ $6. 

Discharge of an indigent prisoner__.. $6. 

Pet GND Jiiistp Kian Sib cones ~ lst 25, at $16; additional, at $122 
Ceiling on basic fees (5 U. 8S. ©. 633 





(b)). 
Proposed ceiling on gross fees........)..---.--.-.--- ene -o-one--o-se-ee- $10,500. 





1 Not including increases under 5 U. 8S. C. 934. 
? The numbers of proceedings indicated above are on a quarterly basis. 
3 Ceiling including increases under 5 U. S. C. 934, $9,376.50. 


Exurieit E 


Schedule of fees payable to a United States commissioner under the present fee 
schedule and the percentage increases they would receive under our proposed 
schedule of fees for services rendered before and after presentation of an 
accused in 100 to 1,400 cases per year 


Amount of | Total pay- Total Total Amount of | Percentage | Percentage 
Number of cases | basic fees able as payable payable proposed | of increase | of increase 
per year under increases under under yearly over over pres 
28U.8.C.| under 5 present proposed increase present ent gross 
633 (a) U.S. 0.934) fee bill fee bill basic fees | earnings 
re $950 $440.00 | $1, 390.00 $1, 800 $410. 00 43.2 29.5 
Pitadsensrcssdnas 1, 800 594. 00 2, 394. 00 3, 100 706. 00 39. 2 29.5 
NN icici antennae 2, 550 784. 50 3, 334. 50 4, 300 965. 50 37.9 28.9 
ae 3, 300 975. 00 4, 275 00 5, 500 1, 225. 00 37.1 28.7 
GR dnc et albiednedel 3, 750 1, 089. 30 4, 839. 30 6, 100 1, 260. 70 33.6 26.0 
Ce eicenncdinstndapely 4, 200 1, 203. 60 5, 403. 60 6, 700 1, 296. 40 30.9 24.0 
Widdihodeihekna. 4, 650 1, 315. 05 5, 965. 05 7, 300 1, 334. 95 23.7 22.4 
REN OEE 5, 100 1, 403. 70 6, 503. 70 7, 900 1, 396. 30 27.4 21.5 
Dist li cditaennoe 5, 550 1, 492, 35 7, 042. 35 8, 500 1, 457. 65 26. 3 20.7 
BU ctedédsetdak 6, 000 1, 581. 00 7, 581. 00 9, 100 1, 519. 00 25.3 20.0 
Rel Ricemsideniniened 6, 450 1, 669. 65 8, 119. 65 9, 700 1, 580. 35 24.5 19.5 
Sesbetesccenaud 6, 900 1, 758. 30 8, 658. 30 10, 300 1, 641. 70 23.8 19.0 
LA ancckstdebss 7, 350 1, 846. 95 9, 196. 95 10, 500 1, 303. 05 17.7 14.2 
Di sidnasenens 7, 500 1, 876. 50 9, 376. 50 10, 500 1, 123. 50 15.0 12.0 


: 
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Exnersrr F 


Schedule of fees payable to a United States commissioner under the present fee 
schedule and the percentage increases they would receive under our proposed 
schedule of fees for services rendered in the trial of petiy offenses (18 U. 8. O. 
$401) in 100 to 900 cases per year 





Percentage 
Present Proposed increase 
Cases schedule ! schedule Increase United 
States com- 
missioners 
qa ———————————— 
a ai i leet $1, 450. 00 $1, 600 $150. 00 10.3 
2, 644. 80 2, 800 155. 20 5.9 
3, 898. 80 4, 000 101, 20 2.6 
5, 152. 80 5, 200 47. 20 9 
6, 384, 00 6, 400 16. 00 3 
7, 581. 00 7, 600 19. 00 3 
8, 778. 00 8, 800 22. 00 3 
29, 376. 50 10, 000 623, 50 6.6 
29, 376. 50 3 10, 500 1, 123. 50 12.0 
vec cbdceenconpupccecenshiaddse sunbusedaddastlodsbyondsancnnltbdssnsahbnd 4.4 





1 Basic fees plus increases under title 5, United States Code, sec. 934, 
2 Present ceiling of $9,376.50, 
3 Proposed ceiling of $10,500, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule X XTX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italics, mat- 
ter to be stricken is enclosed in brackets, existing law in which no 
change is proposed is shown in roman) : 


Section 633, Trrie 28, Unrrep States Cope 


§ 633. Fees and expenses. 

[(a)] United States commissioners in each judicial district, except 
national park commissioners, shall receive the following fees only for 
all services rendered [ :], not to exceed $10,500 for any calendar year: 

(1) For attending to any reference by order of court of a litigated 
matter in a civil case or in admiralty, [$5] $8 [per] a day. 

(2) For taking and certifying depositions, [10] 30 cents for each 
folio and for each copy thereof furnished on request, [10] 20 cents 
per folio. 

(3) A fee graduated according to the aggregate number of cases in 
each quarterly accounting period, in the sum of [$7] $74 for each of 
the first [25] twenty-five cases, [$6] $9 for each of the next [25] 
twenty-five cases, [$5] $8 for each of the next [50] fifty cases, and 
$2 for each additional case, of the following kinds: 

Issuance of an attachment and subsequent hearings in internal 
revenue matters pursuant to section [3615 (e)] 7604 (6) of Title 
26: 

Settling or certifying the nonpayment of a seaman’s wage 
pursuant to sections 603 and 604 of Title 46; 

Preliminary proceedings to hold an accused person to answer 
in district court [disposed of], payable to the commissioner who 
disposes of the case by discharge or binding over, for all services 
rendered after presentation of the accused[.J; 
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Each accused person brought before the commissioner for 
holding to answer in district court shall be considered a case for 
the purpose of computation of fees. 

(4) For all services rendered for each accused person presented 
before him for purposes of bail only and not for holding to answer 
in district court, whether or not bail is taken or commitment ordered, 

2.50] $4. 
ser Aion the filing of a sworn, written complaint, for all services 
rendered prior to presentation of the accused before the commissioner, 
[$2.50] $4 for each person accused. 

(6) For all services in connection with each formal, written appli- 
cation for a search warrant, whether granted or denied, [$4] $6. 

(7) oT each proceeding for the discharge of an indigent prisoner, 

6 


(8) For each defendant tried or sentenced by him for a petty 
offense, in lieu of all other fees provided in this section, [$10.] a fee 
graduated according to the aggregate number of cases in each quar- 
terly accounting period, in the sum of $16 for each of the first twenty- 
five cases and $12 for each additional case. 

[The additional compensation provided by section 934 of Title 5 
shall apply to the fees prescribed herein.] 

[(b) A United States commissioner shall not receive more than 
$7,500 for any one calendar year for his services, exclusive of addi- 
tions under section 934 of Title 5.] 


O 





Calendar No. 1052: 


85TH ConGREss I SENATE { 


Reporr 
1st Session No. 1029 





NATIONAL ADVISORY COMMITTEE FOR AERONAUTICS 
CONSTRUCTION PROGRAM 


Avcust 19, 1957.—Ordered to be printed 


Mr. Cass of South Dakota, from the Committee on Armed Services, 
submitted the following 


REPORT 
[To accompany H. R. 3377] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 3377) to promote the national defense by authorizing the 
construction of aeronautical research facilities and the acquisition of 
land by the National Advisory Committee for Aeronautics necessary 
to the effective prosecution of aeronautical research, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 

The amendments are as follows: 

Page 2, line 3, after the word “‘tunnel’’, insert “taxi strip,”. 

Page 2, line 3, strike out ‘$8,164,000” and insert in lieu thereof 
“$8,914,000”. 

Page 2, line 20, strike out “$44,700,000” and insert in lieu thereof 
“$45,450,000”’. 

EXPLANATION OF THE AMENDMENTS 


The purpose of the amendments is to permit construction of a taxi 
strip 75 feet wide and about 2,800 feet long to connect the apron at 
the existing NACA flight research facility (Langley Aeronautical 
Laboratory) to the end of a new runway extension being built by the 
Air Force at the Langley Air Force Base, Va. The project includes a 
warmup apron approximately 150 feet by 200 feet near the runway end. 


PURPOSE OF THE BILL 


The purpose of this bill is to authorize construction, installation of 
equipment, and the acquisition of land at installations of the National 
Advisory Committee for Aeronautics. 
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BACKGROUND OF NACA 


In view of the importance of the National Advisory Committee for 


Aeronautics in the basic research which leads to the ultimate develop- 
ment of our military airpower, the committee feels that it would be 
helpful and informative to describe briefly what the NACA is and 
the manner in which it functions. 


an excerpt from the 42d Annual Report of the NACA. 





During the 41 years since the Congress founded it as an 
independent Federal agency, the National Advisory Com- 
mittee for Aeronautics has sought to assess the current stage 
of development of aircraft, both civil and military; to antici- 
pate the research needs of aeronautics; to build the scientific 
staff and unique research facilities required for these research 
needs; and to acquire the needed new knowledge as rapidly 
as the national interest requires. 

By discharging its primary responsibility—-scientific lab- 
oratory research in aeronautics—the NACA serves the 
needs of all departments of the Government. The President 
appoints the 17 unpaid members of the Committee, who 
report directly to him. They establish policy and plan the 
research to be carried out by the 7,900 scientists, engineers, 
and other persons who make up the staff of the agency. 

The NACA research programs have both the all-inclusive 
long-range objective of acquiring new scientific knowledge 
essential to assure United States leadership in aeronautics 
and the immediate goal of solving, as quickly as possible, the 
most pressing problems. In this way, they effectively sup- 
port the Nation’s current aircraft and missile construction 
program. 

Most of the problems to be studied are assigned to the 
NACA’s research centers. The Langley Aeronautical Lab- 
oratory in Virginia works on structural, general aerodynamic, 
and hydrodynamic problems. The Ames Aeronautical Lab- 
oratory in California concentrates on high-speed aerody- 
namics. The Lewis Flight Propulsion Laboratory in Ohio 
is a center for powerplant studies. At the high-speed flight 
station in California special fully instrumented research 
aircraft probe transonic and supersonic problems in flight. 
The pilotless aircraft research station at Wallops Island, 
Va., is a branch of the Langley Laboratory where rocket- 
powered free-flight models are used to attack aerodynamic 
problems in the transonic and supersonic speed ranges. 

A major task of the NACA since its beginning in 1915 has 
been coordinating aeronautical research in the United States. 
Through the members of the Committee and its 28 technical 
subcommittees, the NACA links the military and civil gov- 
ernment agencies concerned with flight. The aviation indus- 
try, allied industries, and scientific institutions, are also 
represented. 

Assisting the Committee in determining and coordinating 
research programs are 4 major and 24 subordinate technical 
committees with a total membership of nearly 500. Mem- 
bers are chosen because of technical ability, experience, and 





There is set out below, therefore, 
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recognized leadership in a special field. They also serve 
without pay, in a personal and professional capacity. They 
furnish valuable assistance in considering problems related 
to their technological fields, review research in progress at 
NACA laboratories and in other establishments, recommend 
new research to be undertaken, and assist in coordinating 
research programs. 
* * * « * 


Research coordination is also accomplished through fre- 
quent discussions by NACA scientists with the staffs of 
research organizations of the aircraft industry, educational 
and scientific institutions, and other aeronautical agencies. 
Through a west coast office the NACA maintains close 
liaison with aeronautical research and engineering staffs in 
that important aviation area. 

The NACA sponsors and finances a coordinated research 
program at 33 nonprofit scientific and educational institu- 
tions, including the National Bureau of Standards. In 
this way scientists and engineers whose skills and talents 
might otherwise not be available contribute importantly to 
Federal aeronautical research. 

During the fiscal year 1956, the following institutions 
participated in NACA contract research: 

National Bureau of Standards 
University of Alabama 

Battelle Memorial Institute 
Polytechnic Institute of Brooklyn 
Brown University 

California Institute of Technology 
University of California 

Carnegie Institute of Technology 
Case Institute of Technology 
University of Cincinnati 
Columbia University 

Cornell University 

Franklin Institute 

Forest Products Laboratory 
Georgia Institute of Technology 
Johns Hopkins University 
University of Kentucky 
Lightning & Transients Research Institute 
Massachusetts Institute of Technology 
University of Michigan 
University of Minnesota 

New York University 

University of North Carolina 
University of Oklahoma 

Purdue University 

Syracuse University 

University of Washington 
University of Wisconsin 
Southwest Research Institute 
Stanford Research Institute 
Stanford University 











4 AERONAUTICS CONSTRUCTION PROGRAM 


Stevens Institute of Technology 
Yale University 

Proposals from such institutions are carefully weighed 
to assure best use of the limited funds available to the NACA 
for sponsoring research outside its own facilities. Published 
research reports of the useful results of this part of the NACA 
program are distributed as widely as other NACA publica- 
tions. 

During the fiscal year, most of the NACA technical sub- 
committees reviewed research proposals from outside organ- 
izations or gave attention to research reports of completed 
contracts. There were 43 sponsored-research reports released 
during fiscal 1956. 

Most of NACA’s research information is distributed by 
means of its publications. Technical notes and reports are 
not classified for military security reasons and are available 
to the public in general. Translations of important foreign 
research reports appear as technical memorandums. The 
NACA also prepares research reports containing classified 
information. For reasons of national security, these receive 
carefully controlled circulation. When such information can 
be declassified, the research reports may be given wider dis- 
tribution. Current NACA publications are announced in 
the NACA Research Abstracts. 

Every year the NACA holds a number of technical confer- 
ences with representatives of the aviation industry, the uni- 
versities, and the military services present. Attendance at 
these conferences is restricted because classified material is 
wena a and the subject matter discussed at each con- 

erence is focused on a specific field of interest. 


Summary, construction and equipment program 










Project Location Estimated 
cost 

I i pts deericsieinipishimcitaintp inn ethene eee $11, 731, 000 
a a te ee Se et On Nn... cemmescucdnsegucenbonnsl Langley....... 750, 000 
cyecnte NON, oR a. ed cacdibl id ccmbncdoabbintk ben * 1, 987, 900 
odifications to the component research facility for nuclear PP REM---> Lewis_... ‘ 5, 655, 000 
II hes ebb 53d b sk etuinascosabetawedecectie 4 3, 067, 200 
Expansion of the propulsion systems laboratory y 5, 800, 000 
Modernization of instrumentation _ een a allops.. oe 2, 560, 000 
Improved air supply for the internal flow ‘laboratory __- \siiehindhalinindhdndicndschinalahuntiols Langley......-. 858, 000 
Bypass air system for the unitary plan tunnel____.............-...-.-..-.- ASOGR.. cadentus 100, 000 
Boundary-layer removal for the 14-foot transonic tunnel 4, 435, 000 
Flow improvement in the unitary plan tunnel_................--......-... axel 255, 000 
i _ucsniwuneuuanocmsapeinnd 300, 000 
Modification of the 26-inch transonic tunnel. ..........................-..- 346, 400 
Central hearing system for the east area........................-........--|----- d 209, 100 
Hypersonic helium blowdown tunnel_...............-..2-2----22 |e 796, 600 
OER i 5, 700, 000 
ol nce nisthinetiepertnmnnintensl>menaimmmepigteasias 148, 800 
el ebidtehicenctstchuoedlbknentigntodbakinabbbtbihdpthadodsdibbbcmdtineen 750, 000 
REE, BOGR FORE AONE GOAN vn icc dn seid se ccc ce belecnin| dectcbbseiddaawk 45, 450, 000 








There is set out above a summary of the construction and equip- 
ment program which permits a quick analysis of what H. R. 3377 
contemplates. It is the committee’s view, however, that there should 
be set out a functional summary of this program in ‘order that it may 
be immediately evident what hou fall under the headings of new 
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facilities, expansion of existing facilities, modernization of facilities 
and general plant and utility improvements. Such a functional 
summary is set out immediately below: 

Functional summary, construction and equipment program 


New facilities for hypersonic research: 


3.5-foot hypersonic tunnel (Ames) ......_.-.-- $11, 731, 000 
nea leg for the unitary plan tunnel 

(aemmey)) 0G 20 Ulla Uo. oS 8 750, 000 
Hypersonic oe ea test area (Langley)_...._-- 1, 987, 900 
Hypersonic helium blowdown tunnel (Langley) - 796, 600 


Rocker systems research facility (Lewis) 
$20, 965, 500 
Expansion of facilities for nuclear research: 
Modifications to the component research facility 
for nuclear propulsion (Lewis)_..............-........... 5, 655, 000 
Modernization of research facilities: 
Expansion of the propulsion systems laboratory 


(Lewis)... «uted oA Diba Ge Oe $5, 800, 000 
Bypass air system for the unitary plan tunnel 
CRIs eas cidilcss oth nniielmeisbinniaalidekeiias. 100, 000 
Boundary-layer removal for the 14-foot tran- 
gonie tanned). LAME) .00ni cas -Lebedannckoeaan 4, 435, 000 
Flow improvement in the unitary plan tunnel 
Gates) ocd et lo. Roe. cei a a 255, 000 
Modification of the 26-inch transonic tunnel 
II iscsi 2 ic Uae etn ca Seid inte eee 346, 400 
—————__ 10, 936, 400 
Modernization of supporting technical facilities: 
Data reduction center (Langley)_.........-.-. 3, 067, 200 
Modernization of instrumentation (Wallops)... 2, 560, 000 
Improved air supply for the internal flow lab- 
CURTALT AMIENS ws: cand dniny pamedemaaeee 858, 000 
—_———_- 6, 485, 200 
General plant and utility improvements: 
Land acquisition (Lewis) ...........--------- 300, 000 
Central heating system for the east area 
AOR os Sack od o.dh-tiseel 440 dees 209, 100 
West area approach road (Langley).......--.- 148, 800 
Weed GU. oc hag aa keeubea eens wc ae eee 750, 000 
A 1, 407, 000 
~Otal, fiscal year 1955 DIORA conc cnn odawe ne pan nomen 45, 450, 000 


CHANGED CONCEPTS OF MILITARY POWER 


The airplane, the missile, and the atomic fission and fusion bombs 
have changed concepts of military power and the course of history. 
The Soviet Union is making a tremendous effort to surpass us; her 
technology, her scientific manpower, and her stockpile of modern 
weapons have made great strides. Informed sources believe that the 

uality of our weapons taken as a whole is ahead, but the gap is rapidly 
closing. 
OUR DEPENDENCE ON AIRPLANES AND MISSILES 


Our national security depends on an adequate number of airplanes 
and missiles of superior performance. Numbers alone are insufficient 
unless their performance is at least equal to those our skilled airmen 
may be called upon to oppose. It is the task of the aeronautical 
laboratories not only to provide the new ideas necessary to insure 
superior performance, but at the same time to prove in advance the 
soundness of the design as a whole. The NACA’s work, therefore, 
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falls into two principal categories: (1) research to furnish new ideas; 
and (2) the application of new ideas to current military designs in 
cooperation with industry. 


THE NEED FOR RESEARCH FACILITIES 


To advance the frontiers of speed, altitude, and range, special 
research facilities are required. Until recently the NACA has had 
insufficient knowledge to reproduce the conditions of high speed and 
temperature experienced in hypersonic flight. It has had to be 
content with small scale exploration of many ideas and it knows now 
how to proceed with pilot facilities and in some cases with larger 
facilities which give results immediately applicable in design. 

H. R. 3377 reflects NACA’s urgent need for additional facilities for 
research in the hypersonic speed range, and the continuing need 
for modernizing existing facilities for the solution of new problems in 
the subsonic, transonic, and supersonic speed ranges. 


DEFINITION OF TECHNICAL TERMS 


The activities of the NACA are in great part carried on in a field 
somewhat foreign to the layman. Many of the terms which are 
used in the description of their operations and in the text of this 
report are not such as are used in the everyday parlance. For a full 
understanding of the projects contemplated by H. R. 3377, the 
committee feels that it would be helpful if some of the more technical 
terms were defined. It, therefore, has inserted in the report a glossary 
of terms which it hopes will make for greater understanding of the 
important work performed by the NACA. The glossary will be found 
immediately following the construction justification. 


JUSTIFICATION FOR CONSTRUCTION PROJECTS 


3.5-foot hypersonic tunnel 

The construction of a 3.5-foot hypersonic tunnel at the Ames Aero- 
nautical Laboratory is proposed to investigate the aerodynamics of 
aircraft capable of steady level flight at hypersonic speeds. The 
proposed facility will be capable of duplicating flight Reynolds 
numbers at Mach numbers from 5 to 10, and flight temperatures at 
flight Reynolds numbers at a Mach number of 5. The tunnel will 
accommodate models large enough to permit the scaled duplication 
of aircraft structural components so that detailed studies can be 
made of aerodynamic heating on the aerodynamic characteristics of 
hypersonic aircraft as they occur in flight. 


Taxi strip, 75 feet wide by about 2,800 feet long 


The Langley Air Force Base is presently extending its main runway 
by 2,000 feet. This is the runway to which the existing NACA taxi 
strip was connected in 1945. Since that time, the Air Force has ex- 
tended the runway by 1,000 feet. The new extension of an additional 
2,000 feet now under construction will place the end of this active 
runway 3,000 feet from the existing NACA taxi strip. Use of the 
existing taxi strip under these conditions would create serious opera- 
tional hazards for both the Air Force and the NACA. 
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The Air Force has requested that the NACA take immediate steps 
to construct a taxi strip to provide access to the end of the new runway 
extension. The taxi strip can most economically and expeditiously 
be constructed at the same time the runway extension work is under- 
way. Its construction at this time will also eliminate the need for a 
future shutdown of the runway. 


Aerodynamic heating 


Aerodynamic heating is one of the foremost problems encountered 
in flight at hypersonic speeds. The success or failure of a hypersonic 
aircraft may well depend on how it reacts to the temperatures and 
heating rates encountered in flight. At present, the design of such 
vehicles would have to proceed without detailed knowledge of their 
aerodynamic characteristics since much of the needed design informa- 
tion is not available. This proposed tunnel is designed to provide 
detailed and integrated studies of all required aerodynamic character- 
istics under conditions comparable to those that would be encountered 
in flight. The tunnel will duplicate flight Reynolds numbers and 
flight air temperatures so that the details of convective heat-transfer 
to a vehicle may be studied under conditions corresponding to those 
that would be encountered in flight. Since the nozzle walls of this 
facility remain cool, the heat radiation from the model surface will 
approximate that experienced by an aircraft at hypersonic speeds 
and the counterbalancing effects of convective and radiative heat 
transfer can be observed as they would occur in flight. 

The proposed tunnel will also be used to study the overall aspects 
of convective heating for a complete configuration. In this connection, 
an analysis has been made which demonstrates that a wind tunnel can 
simulate the heating histories of vehicles in level flight in essentially the 
same manner that the atmospheric-entry simulator reporoduces the 
heating histories of ballistic-type vehicles. The simulation requires 
that flight Mach numbers, stream temperatures, and Reynolds 
numbers be duplicated, and that the essential components of a vehicle 
be reproduced in scale. The committee wishes to point out the 
strikingly dramatic function of this tunnel by stating that testimony 
received by the committee indicated that a one-tenth scale model 
tested in the wind tunnel for 1 minute would simulate the heating 
experienced by a full-scale vehicle in a flight at a Mach number of 5 
over a distance of about 6,000 miles. 

Summary 

In summary, the designer of hypersonic aircraft is confronted with 
difficult problems in the fields of aerodynamic heating, stability, con- 
trol, and performance which can be solved only with the aid of detailed 
and accurate data from tests which duplicate actual flight conditions. 
Much of the required data could be obtained in the proposed tunnel. 
The facility will provide test Mach numbers of 5, 7, and 10, and at 
each of these Mach numbers typical flight Reynolds numbers will be 
duplicated. The duplication will be adequate for the study of many 
hypersonic design problems, particularly those of performance and 
control. The facility will also be capable of operation at stagnation 
temperatures up to 2,000° F. at all Mach numbers. 
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HYPERSONIC BLOWDOWN TUNNEL 


The second facility proposed for basic hypersonic research is 9 
helium blowdown tunnel. Experimental rocket-propelled vehicles 
are attaining speeds in excess of those which can be studied in existing 
experimental facilities. 


Earth satellite 


The current earth satellite program and military plans for long- 
range missiles point up the actual need for greater information on 
henomena which occur at speeds attainable in outer space. There 
is no wind tunnel available for testing at Mach numbers much above 
10 and the likelihood of an air tunnel achieving Mach numbers much 
in excess of this appears remote because of the extreme pressures and 
temperatures required for air. 


Helium as test medium 


An analysis of the potentialities of helium as a test medium has 
shown it to be highly suitable for hypersonic research at speeds far 
above the capabilities of air tunnels. The practicability of a helium 
tunnel has also been experimentally demonstrated. ile helium 
does not permit exact simulation of flow conditions for air, for pur- 
poses of basic fluid mechanics research, the difference is of little 
consequence. 

The proposed hypersonic blowdown tunnel will use helium as a 
test medium and will be capable of operating at Mach numbers from 
10 to 25. 


HIGH-SPEED LEG FOR UNITARY PLAN TUNNEL 


The project entitled “High-Speed Leg for the Unitary Plan Tunnel” 
covers construction of two fixed nozzles. The project as now contem- 
plated will cover the Mach number range between 10 and 12. 


ROCKET SYSTEMS RESEARCH FACILITY 


The rocket systems research facility project at the Lewis Flight 
Propulsion Laboratory proposes the construction of two new buildings 
and the alteration of an existing building to provide research stands, 
cells, and laboratories. 

The increasing application of rocket powerplants and the use of new 
propellants has brought new and pressing problems in controls, pump- 
ing, and the interferences caused by close coupling of multiple-engine 
systems. In long-range ballistic missiles, these problems are greatly 
accentuated. 


Directing the missile 

Making sure that the missile is directionally on its proper course is 
only part of the problem; in addition you have to make sure that the 
missile is traveling at prdcisely the right speed when the rocket motor 
burns out. Otherwise, of course, the target will be overshot or under- 
shot. Single rocket engines, each with thrusts much greater than 
that of present turbojet engines, must be operated together. 


V-2 and ICBM 
The rocket motor of the V-2 burned for about 70 seconds. Purely 
for illustration, let’s say the burning time of one concept of an ICBM 
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might be about 3 times that, some 200 seconds. During that time— 
3% minutes—the fuel and oxidant might be pumped into the combus- 
tion chamber at the rate of about a ton a second. 

Calculations indicate that if the missile is going to destroy a priorit 
target the rocket motor must operate with a degree of precision whic 
has not been used before in devices of this size or complexity. In 
5 minutes a missile must reach an altitude of 500,000 to 1 million feet, 
traveling at a velocity of 18,000 miles per hour. If the velocity is 
18,005 miles per hour, it misses the target by 5 miles. Likewise if 
1 percent of the propellant isn’t used, the miss may be measured in 
hundreds of miles. 

Pumps for rocket propellants must operate under severe condi- 
tions, such as with surging inlet pressure due to boiling of the fluids 
being handled. Turbines and their gas generators for driving the 
pumps must be adapted to use the same propellants as the main 
rocket combustion chamber to avoid the need for separate tanks and 
flow systems. The proposed facility will be equipped to handle inert 
fluids such as water and liquid nitrogen for research on flow funda- 
mentals, as well as liquid rocket propellants. 

The design of the bearings and seals used in the liquefied gas pumps 
require studies in a new field involving unfamiliar phenomena that 
have not been significant in usual bearing applications. Amon 
these phenomena are: Extreme dangers from leaks in bearings and. 
seals; Soauliian fluids hostile to lubricants and lubrication; and lubri- 
cation at temperatures of boiling hydrogen (—424° F.). 

This proposed new facility will make possible research on these and 
many other rocket problems. Turbopump research will be directed 
at providing pumps and turbines that are operable with boiling and 
corrosive fluids, that deliver large flow rates and high pressures, that 
have suitable suction characteristics, and that have maximum efficien- 
cies and minimum size and weight. Controls research will have the 
objectives of accurately controlling the rocket thrust-time relationship, 
accurately monitoring propellant consumption, obtaining desired fluid 
flow-pressure-time sequence in the turbopump, and providing a reliable 
system that operates smoothly, without pulsation, vibration damage, 
or malfunctioning. Bearing and seal research will be directed at 
developing bearings and seals which will operate satisfactorily and 
reliably in corrosive and low viscosity fluids, and at very high as well 
as at very low temperatures. 


HYPERSONIC PHYSICS TEST AREA 


Research on materials, structures, and aerodynamics at elevated 
temperatures requires the investigation of problems at all points along 
the Mach number and temperature scales up to Mach numbers of 20 
or more. Experimental equipment and facilities suitable for such 
investigations, as well as the problems themselves, differ greatly in 
nature as the speeds and temperatures increase. The development 
of large-scale devices capable of producing extremely high temperature 
and at the same time capable of representing correctly other environ- 
mental conditions such as speed, gas chemistry, and time durations 
has not yet been accomplished satisfactorily. For this reason, NACA 
seeks on a small scale to try ideas for accomplishing such developments 
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while at the same time utilizing for limited research the equipment 
produced for such trials. 

The proposed hypersonic physics test area is designed to facilitate 

rogress in the general area of equipment and technique development 

in the higher temperature ranges while at the same time providing 
safe and integrated means for conducting exploratory research at 
these temperatures. The facilities proposed for the test area include 
chemical jets providing temperatures up to nearly 11,000° F., and 
hypervelocity guns to conduct research relating to problems of missile 
countermeasures and meteor impact problems. 

The five projects outlined are NACA’s proposed new facilities for 
hypersonic research. 


MODIFICATION OF NUCLEAR RESEARCH FACILITY 


A modification and extension of the component research facility for 
nuclear propulsion presently under construction near Sandusky, Ohio 
is proposed. This research facility is for research on components for 
use in nuclear-powered aircraft under realistic conditions of radiation, 
temperature, and pressure. The design studies of the reactor, the 
committee was informed, show that it will provide an excellent source 
for high-level radiations. 

Experience to date in the aircraft nuclear propulsion program has 
brought to light the need for extensive auxiliary equipment and 
laboratory facilities. The results of tests must be analyzed adequately 
and rapidly, making necessary the addition of more extensive facilities 
for handling and studying highly radioactive materials than first 
contemplated. A secondary reflector of beryllium is required to 
provide a higher and improved flux distribution in the large test holes. 
A large air supply and emergency power supply is needed to carry on 
certain types of experiments. A radiation analysis laboratory is 
required for the study of the effects of radiation on aircraft structures 
and equipment. 


Recent experiments by AEC 


Recent reactor runaway experiments by the Atomic Energy Com- 
mission have resulted in a requirement for improved containment of 
the NACA reactor to insure safety to the surrounding area in event 
of an accident. The facility under construction has been designed to 
achieve the larger and more complex containment vessel required. 
Other modifications are needed to meet the requirements of the Atomic 
Energy Commission’s Safeguard Committee including (1) additional 
retention basins; (2) additional cooling tower capacity for use as a 
secondary coolant for some experiments; (3) additional equipment 
in the primary and secondary water supply systems to provide for 
safer operation and better continuity of operation; and (4) an addi- 
tional independent power line to provide for continuity of operation 
and increased safety to the facility. 


MODERNIZATION OF RESEARCH AND TECHNICAL FACILITIES 


The other items in the proposed construction program are for 
modernizing existing research and technical facilities and for general 
plant and utility improvements. 


AERONAUTICS CONSTRUCTION PROGRAM ll 


Propulsion systems laboratory 

It is proposed to expand the existing propulsion systems laboratory 
at the Lewis Laboratory by the installation of facilities to investigate 
the performance of engines up to Mach numbers in excess of 4.5 using 
the free-jet technique. ‘The facilities recommended will also permit 
the more extensive use of high-energy fuels in large full-scale engine 
tests. 
Bypass system 

A bypass system for the Ames Laboratory unitary plan tunnel will 
substantially improve the usefullness and value of the 9- by 7-foot 
supersonic circuit of this tunnel by eliminating surging of the flow 
through the compressor which drives air through the 2 supersonic 
circuits of the tunnel which is encountered under some conditions, and 
by reducing power losses in the diffuser, resulting in some increase in 
maximum Mach and Reynolds numbers. 


Auziliary suction 

It is proposed that auxiliary suction be applied to the slotted test 
section of the Ames Laboratory 14-foot transonic wind tunnel for 
boundary layer removal. Since the design of the 14-foot transonic 
tunnel was completed, important advances have been made in tran- 
sonic wind-tunnel design. The application of auxiliary suction to the 
plenium chamber surrounding the test section has proven to be the 
most beneficial of recent improvements to transonic tunnels. This 
improvement, the committee was cautioned, should be applied to the 
14-foot transonic tunnel without further delay. 


Boundary-layer removal system 

The addition of the boundary-layer removal system will permit 
the tunnel’s effective model size to be doubled, will increase the Mach 
number limit from 1.2 to 1.4, and will reduce the need for overload 
operation of the main drive motors over most of the tunnel’s speed 
range. 
Improvement in airflow 

It is proposed to improve the airflow in the 11-foot transonic tunnel 
circuit of the Ames unitary plan tunnel. The acquisition of new 
knowledge on the characteristics of transonic test sections indicates 
that significant improvements in the quality of the airflow can be 
achieved by altering the method of venting the test section and by 
redesigning the bypassed air reentry region at the downstream end 
of the test section. The proposed modernization offers the possibility 
of a decrease in the Mach number variations in the test section and 
an improvement in the airflow at the diffuser entrance of sufficient 
magnitude to result in a decrease in the required tunnel drive power. 


Flutter investigations 

It is proposed to modify the Langley Laboratory 26-inch transonic 
blowdown tunnel by installing an alternate 20-inch square test section 
to extend the maximum attainable Mach number of the facility from 
about 1.4 to about 4.0. This tunnel is used primarily for flutter in- 
vestigations. The nature of the flutter problem at the higher Mach 
numbers is relatively unexplored and is urgently in need of investiga- 
tion. 


23004°—58 §. Rept., 85-1, vol. 4——16 
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In addition to modernizing the research facilities just discussed, it 
is also necessary to modernize three of our supporting technical facil- 
ities. 

The capabilities of the research vehicles used in the conduct of aero- 
nautical research at the pilotless aircraft station at Wallops Island 
have exceeded the ability of the ground instrumentation to provide 
full coverage of a research flight. It is essential that modern instru- 
mentation be provided to obtain urgently needed data in the hyper- 
sonic speed range. The project covers two tracking radars, telemeter 
receiving equipment, an increased range Doppler system, and auxiliary 
equipment. 

A data reduction center is required for the expansion and improve- 
ment of the automatic data-processing facilities at the Langle 
Aeronautical Laboratory. The complex problems involved in researc 
at increased flight speeds and altitudes and on new aircraft configura- 
tions required for supersonic flight have greatly increased the amount 
of required data reduction and analysis. The new building will 
centralize existing data-processing facilities, improve operating 
efficiency, and provide on-line data-processing service for three major 
wind tunnels. 

The increasing need for structures research at high temperature 
has made marginal an existing central compressor system at the 
Langley Aeronautical Laboratory which supplies air to several research 
facilities. An improved air supply for the internal flow laboratory 
will permit the installation of the necessary additional compressor 
capacity. 

PLANT AND UTILITY IMPROVEMENTS 


With regard to general plant and utility improvements, it is pro- 
osed (1) to acquire approximately 115 acres of land adjacent to the 
wis Laboratory to permit the future expansion of research facilities, 
(2) to install two boilers in the heating plant near the Langley Labora- 
tory full-scale tunnel in place of the 8 low-pressure boilers which are 
nearing the end of their useful lives after more than 15 years of 
operation, and (3) to construct a new west area approach road at the 
Langley Laboratory which is necessitated by the Air Force installa- 
tion of a runway extension. 
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Construction and equipment program, by laboratory 


Langley Aeronautical Laboratory: 


High-speed leg for unitary plan tunnel_........_.- $750, 000 
Hypersonic physics test area................-... 1, 987, 900 
Data reduction dente... oo. ohn ke cccccenken 3, 067, 200 
Improved air supply for the internal flow labora- 
I eccrine hil sclicn UA 858, 000 
Modification of the 26-inch transonic tunnel...... ee 346, 400 
Central heating system for the east area_......... 209, 100 
Hypersonic helium blowdown tunnel__........... 796, 600 
West area approach road............-.....--.... 148, 800 
TUTTI o cine tian od erhacie maida aa aad 750, 000 
Total; Lanmlego e228 222 sk See SI ee a oh $8, 914, 000 
Ames Aeronautical Laboratory: 
3.5-foot hypersonic tunnel......................- $11, 731, 000 
Bypass air system for the unitary plan tunnel___-_- 100, 000 
Boundary-layer removal for the 14-foot transonic 
I Bis hee eee Lica is a oka ee 4, 435, 000 
Flow improvement in the unitary plan tunnel___.- 255, 000 
Total, Amestosiui.0l 8 J ual Re a a 16, 521, 000 


Lewis Flight Propulsion Laboratory: 
Modifications to the component research facility for 


muclear pienylslotisisnnscdccnn nen sdhecsnnnene $5, 655, 000 
Expansion of the propulsion systems laboratory... 5, 800, 000 
I i aa 300, 000 
Rocket systems research facility..............--- 5, 700, 000 
Totsl, tele: sd vecss cweiddacseabaan<bucaswsbicnadasatid. 17, 455, 000 
Pilotless aircraft station: 
Modernization of instrumentation............---- $2, 560, 000 
Total, Well, .ccwan cdtecixccndnewecdodiaisn een 2, 560, 000 
NACA total. iee.62 uses. Lalu scd ie a ak 45, 450, 000 


GLOSSARY OF TERMS 
Beryllium 
A hard, light metal resembling magnesium in appearance and 
chemical properties. When used in the presence of piclene radiation, 
has the peculiar property of reflecting as well as increasing the supply 
of neutrons when used as a reflector in a nuclear reactor. 1 
increases the intensity of radiation in the reactor. 


Blowdown tunnel 


A wind tunnel where the flow is produced by the discharge of a 
reservoir of compressed gas. The tunnel may connect a high-pressure 
reservoir to an evacuated reservoir permitting a gas such as helium 
to be saved for reuse. When air is used, the tunnel may discharge 
directly to the atmosphere. A relatively small amount of power may 
be used to pump up the reservoir over a period of hours, while the 
discharge of the reservoir may take place in a matter of minutes or 
seconds to produce hypersonic and supersonic test conditions. 


Boundary layer 


The thin layer of air next to the outside surface of a body moving 
air which tends to stick to the body and move along with it. This 
thin layer flows off the aft end of the body as a wake. 
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Convective heat transfer 

Convective heat transfer is the transfer of heat from a hot gas 
moving by the outside of a body, to the body. It is similar to being 
heated by hot wind, even though you may be in the shade. 
Diffuser 

The term applied to a portion of a duct or pipe containing a flowing 
gas in which the cross section area is changed at a carefully controlled 
rate in order to slow down the air with a minimum disturbance to the 
flow. When the gas is flowing at subsonic speeds, enlarging the cross 
section area decreases the rate of flow, while at supersonic speeds 
decreasing the cross section area also decreases the rate of flow. 


Doppler system 

A type of radar for measuring the speed of a body moving away 
from or toward the radar. Due to the speed of the body, the fre- 
quency of the electronic radiation of the radar is changed by an amount 
proportional to the speed. This effect is similar to the frequently 
heard phenomena of the change in tone of a locomotive whistle at a 
grade crossing. The pitch of the whistle increases as the locomotive 
approaches and decreases as it goes away. 


Hypersonic speed 

Generally used to describe speeds greater than five times the speed 
of sound. The type of airflow that occurs at supersonic flight speed 
is different from the type of airflow that occurs at subsonic flight 
speed. The type of airflow that occurs at hypersonic flight speed, in 
turn, is also different from that which occurs at supersonic flight speed. 
ICBM 

Abbreviation for intercontinental ballistic missile. 


Mach number 


Airspeed divided by the speed of sound in air; hence, the multiple 
of the speed of sound for airplane or missile flight speed or of the 
flow through a wind tunnel. 

For example, Mach No. 1 at sea level equals 763 miles per hour 
(the speed of sound); Mach No. 1 at 25,000 feet equals 690 miles per 
hour; Mach No. 1 at 50,000 feet equals 660 miles per hour. 


Oxidant 


A rocket must carry its own oxygen with which to burn fuel for 
propulsion. Oxidant is the term for the chemical which supplies 
the oxygen. It may be liquid oxygen, acid, or other chemical con- 
taining oxygen. 


Plenum chamber 


An enlarged chamber in an airflow system where the air moves 
at relatively low speed, similar to a settling basin in a waterflow 
system. 


Radiative heat transfer 
Transfer of heat from a warmer body to a colder body or gas by 


means of radiation, identical with the manner in which the sun’s 
heat reaches the earth. 
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Reynolds number 


A measure of the scale or size of airplane or missile model and test 
flow conditions at which aerodynamic tests are conducted. It is 
directly proportional to the density of the air, the size of the model, 
and the airspeed, and inversely proportional to the viscosity of the air. 
If wind tunnel experiments are conducted in air which is compressed 
to 10 times the density of atmospheric air, the results would be appli- 
cable to an airplane 10 times as large as the model tested. Wherever 
possible, the Reynolds number of wind tunnel tests should be the same 
as the flight conditions of the actual missile or airplane. 


Slotted test section 


A term used to describe the test section of a transonic wind tunnel. 
The test section contains numerous open lots in the wall running 
parallel with the airflow in order to minimize and absorb the effects of 
the shock waves occurring on the model in the transonic speed region. 


Stagnation temperature 


The temperature measured in a moving airstream when the air is 
brought to rest. In the process of bringing the air to rest, such as on 
the nose of a missile, the air is compressed and is hotter than the 
surrounding air, a serious problem at supersonic and hypersonic speeds. 


Supersonic speed 
Flight speed greater than the speed of sound. Usually referred to 


as the speed range from Mach No. 1 to Mach No. 5. At these speeds 
shock waves spread like the waves from a moving ship. 
Telemeter device 

A device for the remote reading of experimental measurements. 
As used in this report, refers to the conversion of instrument readings 
on rocket-propelled, free-flight models to radio signals, and the 


deciphering of these radio signals on the ground by suitable recording 
devices to provide scientific research information. 


Transonic speed 


Term used for the speed range from approximately 0.8 to 1.2 times 
the speed of sound. In this speed range the local velocities of flow 
around an airplane or missile may be partially subsonic and partially 
supersonic, and many complex flow pheonomena occur which are 
difficult to predict. Supersonic shock waves start to form in this 
speed range. 

WIND TUNNEL 


Since so much of NACA’s work relates to the use of wind tunnels 
and in view of the fact that these facilities represent very large 
expenditures of Federal funds, the committee feels that a description 
of a wind tunnel would prove helpful to the Members of the House in 
the same fashion as the glossary of terms set out above. 

A wind tunnel is a device whereby the flight of an airplane or a 
missile or any object affected by the movement of air may be simulated 
under laboratory-controlled conditions. After mounting a body on 
balances to measure the forces acting on it, a carefully controlled 
airstream is blown over the body to provide conditions corresponding 
to flight. 
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Since the early use of wind tunnels by the Wright brothers, such 
devices have become highly specialized tools. There are subsonic 
wind tunnels, transonic wind tunnels, supersonic wind tunnels, and 
hypersonic wind tunnels. In two of the NACA subsonic wind tunnels 
it is possible to mount a complete operating airplane. 

Wind tunnels are used, first to acquire research information that 
will be used by designers to predict the performance of an airplane 
or missile, the strength of its wings, and how well it will fly and 
maneuver. As the design progresses, models representing the de- 
signers’ best efforts are tested in wind tunnels to see if the predic- 
tions were accurate. After the airplane or missile has flown, wind 
tunnel tests are again conducted to show how to correct difficulties 
that could not be foreseen in the earlier tests. 

Wherever possible, it is much less expensive to run wind tunnel 
test than flight tests, provided the flight conditions can be adequately 
reproduced in the wind tunnel. 


COST DATA AND DEPARTMENTAL RECOMMENDATION 


Enactment into law of this measure will involve the expenditure of 
$45,450,000. 

H. R. 3377 represents the construction program of the National 
Advisory Committee for Aeronautics and has the approval of the 
Bureau of the Budget as is evidenced by letter dated January 18, 
1957, from Mr. J. F. Victory, executive secretary, National Advisory 
Committee for Aeronautics, which is set out below and made a part 
of this report. 


Nationa, Apvisory CoMMITTEE FOR AERONAUTICS, 
Washington, D. C., January 16, 1957. 
The Honorable Sam Raysurn, 
Speaker of the House of Representatives, 
House of Representatives, Washington, D. C. 

Str: The National Advisory Committee for Aeronautics respect- 
fully submits for your consideration a draft of proposed bill to pro- 
mote the national defense by authorizing the construction of aero- 
nautical research facilities and the acquisition of land by the National 
Advisory Committee for Aeronautics necessary to the effective prose- 
cution of aeronautical research. 

The purpose of the proposed legislation is to provide legislative 
authorization for the Committee’s 1958 construction program as 
approved by the Bureau of the Budget and is in accord with the 
President’s program. 

The NACA has been authorized by the Bureau of the Budget to 
submit this proposed legislation to the Congress. It is respectfully 
requested that it be introduced in the 85th Congress. 


Sincerely yours, 
J. F. Victory, 


Executive Secretary. 


Subsequent to the passage of H. R. 3377 by the House of Repre- 
sentatives, the National Advisory Committee for Aeronautics sub- 
mitted an amendment to the original request for construction at the 
Langley Aeronautical Laboratory, Hampton, Va., by letter dated 
May 8, 1957, from the Director, Mr. Hugh L. Dryden, which is 
printed below and made a part of this report: 
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Nationat Apvisory CoMMITTEE FOR AERONAUTICS, 
Washington, D. C., May 6, 1957. 
The Honorable Ricnarp M. Nixon, 
President of the Senate, United States Senate, 
Washington, D. C. 

Str: The National Advisory Committee for Aeronautics respect 
fully requests that the following amendments to H. R. 3377, the bill 
authorizing NACA’s construction program for the fiscal year 1958, 
be considered when the Senate acts on this bill: 

Page 2, line 3, after the word “tunnel”’, insert ‘taxi strip”’. 

Page 2, line 3, strike out $8,164,000” and insert in lieu thereof 
“$8 914,000”. 

Page 2, line 20, strike out “$44,700,000” and insert in lieu thereof 
“$45,450,000”. 

The purpose of the proposed amendments is to permit construction 
of a taxi strip 75 feet wide and about 2,800 feet long to connect the 
apron at the existing NACA flight research facility (Langley Aero- 
nautical Laboratory) to the end of a new runway extension being 
built by the Air Force at the Langley Air Force Base, Va. The project 
includes a warmup apron approximately 150 feet by 200 feet near the 
runway end. The location of the new taxi strip is shown in the at- 
tached drawing. 

The Langley Air Force Base is presently extending its main runway 
by 2,000 feet. This is the runway to which the existing NACA taxi 
strip was connected in 1945. Since that time, the Air Force has 
extended the runway by 1,000 feet. The new extension of an addi- 
tional 2,000 feet now under construction will place the end of this 
active runway 3,000 feet from the existing NACA taxi strip. Use 
of the existing taxi strip under these conditions would create serious 
operational hazards for both the Air Force and the NACA. 

The Air Force has requested that the NACA take immediate steps 
to construct a taxi strip to provide access to the end of the new run- 
way extension. The taxi strip can most economically and expe- 
ditiously be constructed at the same time the runway extension work 
is underway. Its construction at this time will also eliminate the 
need for a future shutdown of the runway. 

The NACA has been authorized by the Bureau of the Budget to 
submit these proposed amendments subject to the understanding that 
this action will not require any increase in the NACA’s appropriation 
requirements for the fiscal year 1958. 

Very truly yours, 
Hues L. Drypsin, Director. 


O 
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ADDITIONAL FUNDS FOR COMMITTEE WORK 
Avucust 19, 1957.—Ordered to be printed 


Mr. ELtenper, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany S. Res. 188] 


The Committee on Agriculture and Forestry reports an original 
resolution providing for additional funds necessary to carry on the 
regular legislative work of the committee; and recommends that the 
resolution do pass without amendment. 

The committee is presently studying the poultry industry and price 
spreads between producers and consumers, and field investigations 
may be required. Extensive hearings also may be required on pro- 

osed extensive changes in the farm program. Increased funds will 
necessary to complete these investigations and studies. 

A proposed budget, approved by the committee, is attached hereto 
and made a part of said report. 


Proposed budget for period Sept. 1, 1957 to Dec. $1, 1958 


Field investigations and hearings, including travel, per diem, and com- 
munications cost of committee members and staff, and travel costs of 
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RELATING TO THE NORTH HALF OF SEC. 33, T. 28 S., R: 
56 E., COPPER RIVER MERIDIAN, ALASKA 


Avaust 19, 1957.—Ordered to be printed 


Mr. Jackson, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 
[To accompany H., R. 6562] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 6562) to clarify the law relating to leasing of 
lands within Indian reservations in Alaska, and for other purposes, 
having considered the same, report favorably thereon with an amend- 
ment and recommend that the bill as amended do pass. 

The amendment is as follows: 

Strike out all after the enacting clause and insert in lieu thereof the 
following: 


That the withdrawal and reservation of the north half, section 33, township 
28 south, range 56 east, Copper River meridian, near Klukwan, Alaska, by an 
order of the Secretary of the Interior dated April 27, 1943, for school, health, 
and other purposes, under the provisions of the Act of May 31, 1938 (52 Stat. 
593), is hereby revoked, 

Sec. 2. The reservation established by Executive Order Numbered 1764, 
dated April 21, 1913, and amended as to the boundaries thereof by Executive 
Order Numbered 3673, dated May 15, 1922, for the use of the natives of Alaska 
residing near the village of Klukwan, is hereby enlarged to include the north half 
of said section 33. 

Sec. 3. Said reservation, as so enlarged, may be leased for mining p es by 
Chilkat Indian Village organized under the provisions of the Act of June 18, 
1934 (48 Stat. 984), as amended by the Act of May 1, 1936 (49 Stat. 1250), with 
the approval of the Secretary of the Interior, in accordance with the provisions 
of the Act of May 11, 1938 (52 Stat. 347), as amended or supplemented. 


Amend the title so as to read: 
A bill relating to the north half of section 33, township 28 south, range 56 east, 
Copper River meridian, Alaska. 
PURPOSE OF MEASURE 


The purpose of H. R. 6562, as amended, is to enlarge a reservation 
for the use of the Indians residing near the village of Klukwan, Alaska, 
86006 











2 RELATING TO NORTH HALF OF SEC. 33, ALASKA 


and to authorize the Indians, with the approval of the Secretary of 
the Interior, to lease the enlarged reservation for mining purposes in 
accordance with the act which authorizes mining leases on tribal lands 
in the 48 States. 

At the present there is an administrative site comprising 320 acres 
adjoining the reservation at Klukwan. The administrative site was 
withdrawn by the Secretary of the Interior in 1943 for native school, 
health, and other purposes under authority of the act of May 31, 1938 
(52 Stat. 593). The site is necessary to the Indians at Klukw an to 
protect their water supply, to furnish access to a highway which runs 
through the area, and to prevent establishment of nuisances in close 
proximity to the village. 

At the present time there is doubt as to whether or not authority 
exists to execute mineral leases on tribal lands in Alaska. The doubt 
arises from the wording of the Organic Act for Alaska, dated May 17, 
1884 (23 Stat. 24) which says that determination of the terms upon 
which Indians may acquire title to lands which are in their possession 
‘is reserved for future legislation by Congress.” The act which 
authorizes mining leases on tribal lands within the States (act of 
May 11, 1938; 52 Stat. 347) refers to lands ‘‘owned”’ by a tribe. 

In view of these acts, the Supreme Court of the United States in 
Tee-Hit-Ton Indians v. United States (345 U. S. 272 (1955)) held 
that Alaska natives do not have compensable ownership rights in the 
absence of legislation. The effect of the bill would be to assure that 
the interest of the natives in this particular reservation is of such a 
nature that they may lease the tribal lands in the same manner as 
such lands are leased within the States for mining purposes. The 
bill does not determine ‘‘ownership” of the lands beyond authorizin 
such leases, but it is intended that proceeds from such leases wi 
accrue to the benefit of the Indians in the same way as if this reserva- 
tion were situated in one of the States. 


DEVELOPMENT OF IRON-ORE DEPOSIT 


The area affected by the bill includes a tract of 452.26 acres which 
is within the present reservation and a tract of 320 acres which the 
bill adds to the reservation. This area contains part of one of the 
major known iron-ore deposits in the Territory. The committee in- 
tends to authorize the leasing which is necessary for development of 
this deposit; however, such leasing must comply with the statutory 
requirements for leasing similar lands for similar purposes within the 
48 States. 

The bill as passed by the House of Representatives would modify 
the general leasing laws which relate to native lands in Alaska. Under 
such modified laws, native lands in Alaska would be treated differently, 
in at least 3 important particulars, from similar lands within the 
48 States. The committee did not consider it wise to make such 
changes as to Alaska only. Therefore the committee restricted the 
operation of the bill to the particular tract for which the need for 
legislative assistance has been demonstrated and placed that tract 
within the purview of the appropriate mineral leasing statute. In 
this way, the question of suitable changes in overall native lands leas- 
ing policy is reserved for consideration in connection with subsequent 
general legislation. 
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The enactment of this legislation will authorize the expenditure of 
no Federal funds. 

Section 1 revokes the withdrawal of the administrative site which 
embraces the north half, see. 33, T. 28 S., R. 56 E., Copper River 
meridian, near Klukwan, Alaska. 

Section 2 adds the administrative site to the reservation which is 
reserved for the use of the natives residing near the village of Klukwan. 

Section 3 authorizes mineral leasing of the enlarged reservation, 
with the approval of the Secretary of the Interior, in accordance with 
the provisions of the act of May 11, 1938, as amended or supplemented. 


EXECUTIVE AGENCY REPORT 


An executive communication from the Department of the Interior 
is as follows: 
DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., June 10, 1957. 
Hon. Ciarr Encte, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Enate: Your committee has requested a report on H. R, 
6562, a bill relating to the north half of sec. 33, T. 28 S., R. 56 E., 
Copper River meridian, Alaska. 

We recommend in the alternative either that H. R. 6562 be enacted, 
or that the substitute bill enclosed with this report be enacted. 

H. R. 6562 revokes a secretarial withdrawal dated April 27, 1943, 
for school, health, and other purposes, of 320 acres of land near 
Klukwan, Alaska; adds the land to the Executive order reservation 
that was created on April 21, 1913, for the natives of Alaska residing 
near Klukwan; and makes the enlarged reservation subject to lease 
for mining and other industrial or business purposes by the natives 
organized as the Chilkat Indian Village with the approval of, and under 
such terms and for such periods of time as may be prescribed by, the 
Secretary of the Interior. 

The Administrative withdrawal was made in 1943 to protect the 
water supply of the village, Klukwan, to assure the natives of access 
to a new highway running across the land and the opportunity to 
acquire homesites thereon, to prevent the establishment of liquor 
dispensaries or other types of nuisances in the area, and to provide 
additional land for the expansion of the village of Klukwan. 

Klukwan is the location of one of the major known iron-ore deposits 
in the Territory of Alaska. The deposit consists of magnetic iron in 
a sand and gravel deposit which has eroded and washed down a steep 
mountainside to form a fan-shaped area. The Indian land in this 
area consists of the Executive order reservation of 452.26 acres, the 
320-acre administrative reserve, and 2 Indian allotments, one compris- 
ing an area of 88.60 acres, the other 146.96 acres. 

At best, the placer deposit in the fan must be considered to be 
marginal. On the basis of sampling, the alluvial fan is estimated to 
contain about 360 million tons of material averaging about 12 percent 
iron. In addition, the material contains about 2.5 percent titanium 
oxide, which content must be considered a penalty. Because of the 
location of the deposit and the marginal iron ore content, it appears 
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that development and extraction of the ore is a long-range project 
which will require a large amount of testing and experimental work 
to be done to determine the most feasible and economical method of 
reducing the ore. It also appears that all of the area must be avail. 
able for mining purposes in order to justify a mining venture. 

The allotted ees can be leased for mineral development under 
existing legislation and regulations of the Department. The author. 
ity to lease the Executive order reservation and the administra- 
tive reserve is doubtful, and the existing legislation even if applicable 
is not completely adequate. Additional legislative authority is there- 
fore desirable. 

The act of May 11, 1938 (52 Stat. 347), provides that: 

‘Hereinafter unallotted lands within any Indian reservation or lands 
owned by any tribe, group, or band of Indians under Federal jurisdic- 
tion * * * may, with the approval of the Secretary of the Interior, 
be leased for mining purposes, by authority of the tribal council or 
other authorized spokesmen for such Indians * * *’’. 

The act of August 9, 1955 (69 Stat. 539), provides that— 

“Any restricted Indian lands, whether tribally or individually 
owned, may be leased by the Indian owners, with the approval of the 
Secretary of the Interior, for public, religious, educational, recrea- 
tional, residential, or business purposes * * * and for those farming 
purposes which require the making of a substantial investment in 
the improvement of the land for the production of specialized 
one? oO 

The applicability of these statutes to lands within Indian reserva- 
tions in Alaska has become doubtful because of the references in the 
statutes to lands ‘‘owned”’ by Indians, and the fact that Congress 
has reserved for its future determination the extent to which native 
ownership rights to lands in Alaska should be recognized. (Organic 
Act for Alaska, dated May 17, 1884, 23 Stat. 24: “the Indians or 
other persons in said district shall not be disturbed in the possession 
of any lands actually in their use or occupancy or now claimed by 
them but the terms under which such persons may acquire title to 
such lands is reserved for future legislation by Congress’”.) The 
Supreme Court has held that in the absence of such congressional 
determination the natives do not have compensable ownership rights 
by virtue of aboriginal title, use, or occupancy (Teec-Hit-Ton Indians 
v. United States, 348 U.S. 272 (1955)). 

Insofar as Indians in the States are concerned, it is well established 
that the creation of a reservation by statute gives the Indians com- 
pensable ownership rights in the lands. The establishment of a res- 
ervation by Executive order does not give the Indians compensable 
ownership rights in the land, but it does give them use and occupancy 
rights which are valid until withdrawn by the Government. These 
defeasible use and occupancy rights are regarded as sufficient to bring 
the lands within the scope of the leasing acts. 

It is arguable that the establishment of reservations in Alaska either 
by Executive order or by secretarial order pursuant to statutory 
authorization, if otherwise valid, gives the natives the same defeasible 
use and occupancy rights that Indians in the States have in Execu- 
tive order reservations, and that those rights should also bring the 
lands within the scope of the leasing acts. However, in view of the 
organic act provision reserving the question of native rights for deter- 
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mination by Congress, the correct conclusion is subject to consider- 
able doubt, and we believe that a legislative clarification is desirable 
before leases are approved. 

Most of the natives of the organized Chilkat Indian Village reside 
in the village of Klukwan, which has a population of 95 persons. 
The village consists principally of old and unpainted houses and has 
a common water supply, but no other facilities. In the past, the 
natives lived principally on their earnings from fishing for salmon in 
nearby waters on a commercial basis, although occasional employ- 
ment Ses been available in logging. During the past 3 years mineral 
exploratory work has been conducted on non-Indian land adjacent to 
the Indian lands. During the past summer every available Klukwan 
native was employed for the exploration work. More than $36,000 
was spent locally renting equipment, including trucks owned by 
natives. In view of these circumstances, development of this partic- 
ular mineral deposit will undoubtedly have an immediate direct 
contribution to the economic livelihood of the Chilkat Indian Village. 

The doubts about the legal authority to develop minerals in Indian 
reservations in Alaska is not peculiar to the Klukwan area. The 
same general conditions and needs exist elsewhere in the Territory, 
and additional legislation is needed to clarify the authority of the 
natives and the Secretary to lease the land. In the absence of specific 
legislative authority to lease native reservations for the development 
of minerals and for other purposes, progress will be retarded, if not 
arrested, thus losing the general economic benefits that would nor- 
mally accrue to the Territory through the development of the many 
mineral deposits. 

In view of the need for general legislation, we suggest that the 
committee consider a general leasing bill applicable to all Indian 
reservations in Alaska, rather than a bill specifically limited to the 
Klukwan area. A draft of a general bill is enclosed for consideration. 

The draft of a general bill provides that the land included in native 
reservations may be leased in accordance with the provisions of the 
acts of May 11, 1938 (52 Stat. 347), and August 9, 1955 (69 Stat. 
539), as amended and supplemented, except that mining leases may 
be for an initial period longer than 10 years (which is the limit under 
the 1938 act), and may contain unitization provisions and provisions 
for the shutdown of production when deemed advisable (neither of 
which is authorized by the 1938 act). This additional authority is 
desirable to permit the development of mineral deposits that are 
marginal because of location, climatic conditions, or quality of the 
mineral and that could not be developed feasibly without such 
provisions. 

H. R. 6562 will resolve the doubt about the present authority to 
lease the lands at Klukwan. The enactment of the draft general bill 
will resolve the doubt about the present authority to lease other Indian 
reservation lands in Alaska by making them subject to the general 
leasing laws that apply to Indian reservations in the States, with the 
exception noted. ‘This will permit the development of the natural 
gy for the benefit of the natives as well as the Territory as a 
whole. 

Both H. R. 6562 and the draft general bill add the administrative 
reserve at Klukwan to the existing reservation. The tract was never 
utilized for administrative purposes, but it was used and is still needed 
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by the natives for purposes specified in the withdrawal order in 1943; 
We a" that the addition of the land to the reservation is therefore 
justified. 

The draft general bill also provides that any other Indian adminis. 
trative reserves in Alaska may be leased under the act of August 7 
1947 (61 Stat. 913), which is of general applicability to all lands of 
the United States to which the mineral leasing laws have not been 
extended. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report to the Congress. 

Sincerely yours, 
HATFIELD CHILSON, 
Under Secretary of the Interior. 


A BILL To clarify the law relating to leasing of lands within Indian 
reservations in Alaska, and for other purposes 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That until 
otherwise provided by Congress, lands within any reserva- 
tion in Alaska established for the use of Indians, Eskimos, 
or Aleuts may be leased by such Indians, Eskimos, or 
Aleuts, with the approval of the Secretary of the Interior, in 
accordance with the provisions of the act of May 11, 1938 
(52 Stat. 347), as amended or supplemented, and the act of 
August 9, 1955 (69 Stat. 539), as amended or supplemented: 
Provided, That leases for mining purposes may be for such 
term of years as may be deemed advisable by the Secretary 
of the Interior, may include provisions for the suspension of 
operations during and after the primary term of the lease 
with the approval of the Secretary when economic conditions 
warrant such action, and may provide for development and 
operation under unit plans approved by the Secretary. 

Src. 2. Public lands in Alaska that are withdrawn and 
reserved for school, health, or other purposes related to the 
administration of Indian Affairs may be leased for mining 
purposes in accordance with the provisions of the act of 
August 7, 1947 (61 Stat. 913), as amended or supplemented. 

Sec. 3. The withdrawal of the north half, section 33, 
township 28 south, range 56 east, Copper River meridian, 
near Klukwan, Alaska, by an order of the Secretary of the 
Interior, dated April 27, 1943, for school, health, and other 
purposes, under the provisions of the act of May 31, 1938 (52 
Stat. 593), is hereby revoked, and such land is added to and 
made a part of the reservation that was established by 
Executive Order Numbered 1764, dated April 21, 1913, and 
amended as to the boundaries thereof by Executive Order 
Numbered 3673, dated May 15, 1922, for the use of the 
natives of Alaska residing near the Village of Klukwan. 


The committee recommends enactment of H. R. 6562 as amended 
and believes that it will serve the public interest and the welfare of 
the Indians living near Klukwan, Alaska. 
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AMENDING THE BANKRUPTCY ACT 


Aveust 19, 1957.—Ordered to be printed 





Mr. Butter, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. 2205] 


The Committee on the Judiciary, to which was referred the bill 
(S. 2205) to amend section 116 (4) of chapter 10 of the Federal Bank- 
ruptcy Act, having considered the same, reports favorably thereon, 
with amendments, and recommends that the bill, as amended, do pass. 


AMENDMENTS 


1. On page 1, in line 3, delete “(4)”. 

2. On page 1, in line 4, delete “(4)”. 

e _ page 1, in line 5, after the word “adding”, insert “at the end 
thereof”’. 

4. On page 1, in line 5, after the word “the’’, delete “following:” 
and insert in lieu thereof “following new subsection:”’. 

5. On page 1, in line 6, delete the words “this Act” and substitute 
in lieu thereof the words ‘‘chapter X”’. 

6. On page 1, in line 9, after the word “parts’’, delete “as” and 
insert ‘‘(as’’. 

7. On page 1, in line 10, after the word “hereafter”, delete 
“amended” and insert in lieu thereof ‘‘amended)’’. 

8. On page 2, in line 6, delete the words ‘this Act” and substitute 
in lieu thereof the words “chapter X”’. 

9. Amend the title to read as follows: ‘A bill to amend section 116 
of chapter X of the Federal Bankruptcy Act, to make certain equip- 
ment trust provisions applicable to aircraft and aircraft equipment of 
air carriers.” 

PURPOSE OF AMENDMENTS 


The purpose of the amendments is to make the bill conform to the 
recommendations of the Administrative Office of the United States 
Courts. The amendments have the effect of providing that the 
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exemption is to chapter X of the Bankruptcy Act rather than to the 


entire Bankruptcy Act. 
PURPOSE 


The purpose of the proposed legislation, as amended, is to provide 
that the parties to a lease or conditional sale of specified aircraft 
equipment be rendered immune from the provisions of chapter X of 
the Bankruptcy Act in regard to the repossession of such property. 


STATEMENT 


The proposed legislation was the subject of a hearing before a 
subcommittee of the Committee on the Judiciary, at which the follow- 
ing witnesses appeared: 

Mr. John F. Floberg, representing members of the Conference 
of Local Airlines; 

Mr. William Barclay Harding, of the firm of Smith, Barney 
& Co.; 

Mr. Harold B. Harris, president, Aviation Financial Services; 

Mr. Thomas H. Davis, president, Piedmont Airlines; 

Mr. Frank P. Lindsay, Jr., administrative assistant to Congress- 
man Flynt; and 

Mr. Cecil A. Beasley, Jr., on behalf of Southern Airways, Inc. 

The testimony indicated that many of the Nation’s airlines operatin 
under certificates of convenience and necessity issued by the Civi 
Aeronautics Board are facing serious financial problems resulting from 
the need to replace obsolete equipment with modern equipment. 

The testimony indicated that the proposed amendment to the 
Bankruptcy Act provided in the proposed legislation would be of 
material assistance in the financing of such aircraft. 

The subcommittee has reported the proposed legislation favorably 
to the full committee. 

The committee believes that the proposed legislation is meritorious 
and recommends it favorably. 

Attached hereto and made a part of this report are (1) a letter dated 
June 26, 1957, from the Administrative Office of the United States 
Courts, (2) a letter dated July 16, 1957, from the Secretary of Com- 
merce, (3) a memorandum dated August 14, 1957, from the Securities 
and Exchange Commission, and (4) a statement dated August 13, 
1957, by the Honorable John J. Flynt, Jr., Member of Congress, 
before the special subcommittee of the Senate Judiciary Committee 
considering the proposed legislation. 


ADMINISTRATIVE OFFICE OF THE 
Unitep Srates Courts, 
Washington, D. C., June 26, 1957. 
Senator James O. EastLanp, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear Senator Eastianp: This is in reply to your letter of June 5, 
1957, requesting a report on the bill, S. 2205, which is pending before 
the Judiciary Committee of the Senate. The bill would amend 
chapter X of the Bankruptcy Act relating to corporate reorganizations. 
The bill provides: 
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«* * * That section 116 (4) of the Act of July 1, 1898, chapter 
541, as amended (11 U.S. C. 516 (4); 52 Stat. 885), be amended by 
adding the following: 

“«(5) Notwithstanding any other provisions of this Act, the title 
of any owner, whether as trustee or otherwise, to aircraft, aircraft 
engines, propellers, appliances, and spare parts as any of such are 
defined in the Civil Aeronautics Act of 1938, as now in effect or 
hereafter amended, léased, subleased, or conditionally sold to any air 
carrier which is operating pursuant to a certificate of convenience 
and necessity issued by the Civil Aeronautics Board, and any right 
of such owner or of any other lessor to such air carrier to take posses- 
sion of such property in compliance with the provisions of any such 
lease or conditional sale contract shall not be affected by the provisions 
of this Act if the terms of such lease or conditional sale so provide.’ ” 

It is our understanding that the words ‘‘this Act” where they appear 
in the above bill are to be stricken and the words “chapter X”’ inserted 
in their place. This letter is written on the assumption that these 
changes will be made. 

Section 116 presently reads as follows: 

“Src. 116. Upon the approval of a petition, the judge may, in 
addition to the jurisdiction, powers, and duties hereinabove and 
elsewhere in this chapter conferred and imposed upon him and the 
court— 

“(1) permit the rejection of executory contracts of the debtor,. 
except contracts in the public authority, upon notice to the 
parties to such contracts and to such other parties in interest as 
the judge may designate; 

(2) authorize a receiver, trustee, or debtor in possession, upon 
such notice as the judge may prescribe and upon cause shown, to 
issue certificates of indebtedness for cash, property, or other con- 
sideration approved by the judge, upon such terms and conditions 
and with such security and priority in payment over existing 
obligations, secured or unsecured, as in the particular case may 
be equitable; 

(3) authorize a receiver or a trustee or a debtor in possession, 
upon such notice as the judge may prescribe and upon cause 
shown, to lease or sell any property of the debtor, whether real 
or personal, upon such terms and conditions as the judge may 
approve; and 

“(4) in addition to the relief provided by section 11 of this 
Act, enjoin or stay until final decree the commencement or 
continuation of a suit against the debtor or its trustee or any act 
or proceeding to enforce a lien upon the property of the debtor.” 

It will be observed that section 116 expressly places jurisdiction 
in the reorganization court, upon approval of the petition, to permit 
rejection of executory contracts, authorize issuance of certificates of 
indebtedness, authorize lease or sale of property of debtor, and enjoin 
or stay suits. It is generally recognized that the jurisdiction granted 
to the court under section 116 is vital to enable it to protect the 
interests of the debtor, creditors and stockholders. 

S. 2205 would place beyond the jurisdiction of the court, under cer- 
tain conditions, the title of any owner to specified property relating 
to aircraft leased, subleased or conditionally sold to any air carrier. 
Therefore, the bill as so amended would give holders of leases, or con- 
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ditional sales contracts on such aircraft property a specific statutory 
protection or immunity from chapter X similar to that now accorded 
to rolling-stock equipment of railroads under section 77j, but not 
accorded to holders of leases or conditional sales contracts on other 
property. 

The Judicial Conference of the United States has not considered 
this bill and whether or not the proposed change in chapter X should 
be made is a question of legislative policy on which I am not in a 
position to express an official opinion. 

With kindest regards, I am 

Sincerely yours, 
Exmore Wurirenurst, Acting Director. 





THe Secrerary oF COMMERCE, 
Washington, D. C., July 16, 1957, 
Hon. James O. Eastianp, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear Mr. CuarrMAN: Your request of June 5, 1957, for the views 
of the Civil Aeronautics Administration with respect to S. 2205, has 
been referred to the Department of Commerce for reply. 

The bill would amend section 116 (4) of chapter 10 of the Federal 
Bankruptcy Act so as to make it possible for certificated air carriers, 
like railroads, to obtain equipment trust financing. 

The Department recommends enactment of the bill. 

The extent to which enactment of the bill will assist certificated 
air carriers to attract additional or improved flight equipment financing 
will undoubtedly vary as between air carriers and as between the types 
of flight equipment involved, among other factors. It will also vary 
from one period to another in response to the overall financial situation 
at the time financing is sought. 

Nevertheless, it appears to be reasonably certain that enactment of 
the bill will eventually, and possibly immediately, prove of substan- 
tial assistance to the certificated air carrier industry in connection 
with its flight equipment programs. For this reason, and since the 
bill does not involve additional subsidy and would place the certified 
air carriers in a similar position to the railroads, we feel that its 
enactment would be desirable. 

Accordingly, this Department recommends enactment of S. 2208. 

The Bureau of the Budget has advised that it would interpose no 
objection to the submission of this report to your committee. 


Sincerely yours, 
SincLAIR WEEKS, 


Secretary of Commerce. 


MEMORANDUM OF THE SECURITIES AND EXCHANGE COMMISSION 
TO THE UNITED STATES SENATE COMMITTEE ON THE JUDICIARY 
ON S. 2205, AUGUST 14, 1957 


S. 2205 would amend section 116 (4) of chapter X of the 
Bankruptcy Act to deprive the district judge of power to 
enjoin a lessor or conditional seller of aircraft equipment from 
commencing an action against an air carrier operating 
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pursuant to a certificate of convenience and necessity issued 
by the Civil Aeronautics Board. Because the principal 
assets of airlines consist of equipment, the practical conse- 
quences of the proposed bill would be to make reorganization 
under chapter X of the Bankruptcy Act unavailable to 
certified corporate airline carriers which purchase their equip- 
ment on conditional sales contracts or which lease the same. 

This Commission whose investigation at the direction of 
Congress led to the adoption of chapter X and which has 
certain responsibilities in the administration of chapter X 
in the United States district courts believes that the proposed 
bill would be detrimental to the purpose of chapter X. 

The primary purpose of chapter X is to maintain as a goin 
concern a business that is in financial difficulties so that it wil 
not have to be sold at liquidation prices to the detriment of 
public security holders. This is accomplished in part by 
empowering the judge to restrain efforts to dismember the 
business while an attempt is made to effect a reorganization. 
Lien claimants, like all other creditors, must receive full 
compensatory treatment in the order of their priority. 

A stay under section 116 (4) of the Bankruptcy Act does 
not destroy a lien; it merely suspends its enforcement pending 
further action. If the suppliers of equipment are permitted 
to repossess it, the functions of the airline will obviously come 
to a halt, not only to the detriment of the travelling public, 
but also to the detriment of security holders, since the likeli- 
hood of a successful reorganization would be seriously im- 
paired, if not eliminated. 

Whether certain airlines are in need of special economic 
treatment and the type that would be appropriate are matters 
not within the province of this Commission. Our concern is 
only with the impact of S. 2205 on effective utilization of 
chapter X to rehabilitate financially distressed companies in 
a manner which will afford protection to all security holders 
and assure them of fair treatment in the debtor’s estate. 

The arguments for the bill which have been advanced may 
be summarized as follows: 

1. There is no real likelihood that this amendment will 
ever come into play because the carriers will not go into 
chapter X. 

If this argument were valid, there would seem to be no need 
for the amendment. 

2. As a practical matter the trustee under chapter X 
would continue to make payments for the equipment and, 
therefore, there would be no occasion for repossessing the 
equipment. 

These very payments might defeat a successful reorganiza- 
tion by impairing the debtor’s working capital which might 
otherwise be sufficient to permit the operation to continue. 

3. The proposed bill is to aid financing by local service 
carriers. 

The bill by its terms has no limitation other than to air- 
lines which operate under a certificate of convenience and 
necessity. 
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4. The railroads now have a similar provision in section 
77} of the Bankruptcy Act. 

The railroad exemption applies to rolling stock, which is 
not comparable in proportion to the total assets of the rail- 
road as is equipment of an airline in relation to its total assets. 
Moreover, section 77] was enacted in the depths of the de- 
pression when the railroads were completely unable to finance 
the purchase of rolling stock. 

The proposed amendment, if adopted, would be an in- 
centive to various classes of creditors in various industries to 
attempt to achieve similar preferential treatment through 
amendment of chapter X with the result that the overall 
purpose of the Congress in enacting chapter X would be 
frustrated. 


STATEMENT OF JOHN J. FLYNT, JR., MEMBER OF CONGRESS, 
BEFORE SPECIAL COMMITTEE OF THE SENATE COMMITTEE 
ON THE JUDICIARY IN SUPPORT OF S. 2205, AUGUST 13, 1957 


Mr. Chairman and members of the committee, | am John 
J. Flynt, Jr., Member of Congress, from the Fourth District 
of Georgia. I am presently serving on the House Com- 
mittee on Interstate and Foreign Commerce and also as a 
member of the Subcommittee on Transportation and Com- 
munications. As a result of this service I have become some- 
what familiar with the many and varied problems confront- 
ing the aviation industry in general and the commercial 
airlines in particular. The domestic air carriers of this 
country generally fall into two categories—the trunk or 
long-line carriers and the local service or short-line carriers. 

The problem of acquisition and replacement of equipment 
is one of the major problems confronting airlines today and 
this is especially true of the local service air carriers. Be- 
cause of the seriousness of this problem, I introduced H. R. 
7671 and I appear today in support of S. 2205. 

This legislation which Senator Butler introduced, S. 2205 
is identical with H. R. 7671. I believe this bill contains a 
possible answer to the problem of financing the acquisition 
and replacement of air craft equipment. 

In discussing this legislation my remarks will include a 
brief discussion of the operation and role of the local service 
air carriers. I have been impressed by the vitality and the 
volume of useful public service performed by the local service 
airlines of the United States. These airlines serve the small 
and intermediate size communities throughout the county 
and render many of them the only scheduled air service 
which they receive. In my own State, Southern Airways 
makes major contributions to the commerce and economy of 
the State, and its service is a valuable supplement to the 
long-haul service furnished by the trunk airlines. This 
useful supplementary contribution to air commerce is re- 
peated by the local service airlines in 44 States of the Union. 

Local airline service was begun as an experiment by the 
Civil Aeronautics Board about 11 years ago. The Board 
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desired to test whether short-haul air service would be useful 
in our postwar economy. The growth in volume of service 
rendered by these air carriers has abundantly proved that 
usefulness and has completely removed any doubts of their 
importance. 

Commencement of a postwar experiment with military sur- 
plus DC-3 type equipment was one thing, however, and 
promotion and development of a mature segment of our 

eat American air transport system is another. The time 

as come—and indeed we are already late—in seeing these 
local air carriers replace their prewar type equipment with 
modern and economical aircraft that will both attract great 
volumes of business and reduce operating costs. 

I introduced H. R. 7671 because I felt that one of the 
easiest ways of helping the local service airlines finance 
their reequipment programs would be by making available 
to them a proved financing technique that has worked well 
in the case of the railroads. The language of S. 2205 and 
H. R. 7671, which I introduced, is a direct paraphrase of a 
corresponding section in the railroad reorganization section 
of the Bankruptcy Act (11 U. S. C. 205j). Only such 
language of that section as applies particularly to railroads 
or railroad equipment has been modified and language 
directed specifically to air carriers and flight equipment has 
been substituted. 

The reorganization of an air carrier would, under present 
law, fall within the general corporate reorganization pro- 
visions of chapter 10 of the Bankruptcy Act. The proposed 
act would amend that section of the corporate reorganiza- 
tion chapter which corresponds to the subsection of the 
railroad reorganization section. 

Considering the difficulties which the local service carriers 
have had in the past in raising capital and considering the 
importance of their ability to raise capital in the near future 
for the purpose of financing what I consider to be an indis- 

ensable program for the modernization of flight equipment, 

have been impressed by the information that I have re- 
ceived that many millions of dollars will be available to these 
carriers for this purpose upon the enactment into law of 
S. 2205. 

With the introduction of 140- and 150-passenger commer- 
cial jet aircraft costing approximately $6 million each, some 
of the trunkline air carriers may be confronted with financing 
problems and difficulties. As the airlines become more self- 
supporting and less dependent upon Government subsidies— 
mail and otherwise—they will naturally become more in- 
terested in methods of purchasing and financing their equip- 
ment. I do not know of any opposition to this legislation 
from either the Air Transport Association of America or any 
of its members. I simply do not know the position of that 
association. I believe that some of the members of the Air 
Transport Association support it and that others neither 
support nor oppose it. I do not know of any air carrier which 
opposes 8. 2205. 
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Certainly there is nothing in this legislation which could 
hurt any air carrier or any banking institution. This is 
not mandatory legislation. On the contrary it is permissive 
legislation, the provisions of which can be made available 
to air carriers and banking institutions only if they mutually 
desire to use it and it does not preclude any other type of 
financing or financial arrangments which might be preferred 
by an airline company and a banking institution. 

The history of equipment-trust financing in the railroad 
industry is well known. I am informed that it has been 
successful in every instance in which it has been used and it 
was one of the main factors contributing to the remarkable 
recovery made by the American railroads. 

I do not make any claim that this legislation is a panacea. 
I certainly do not claim that it will immediately make all 
airlines self-supporting and financially independent of Gov- 
ernment mail subsidies or other type subsidy. It is not 
perfect and will not solve all of the problems or cure all the 
uls which presently exist. 

I am confident, however, that it is a step in the right 
direction and for the reasons which I have given I respect- 
fully urge that you as members of the special committee 
as well as the full Judiciary Committee give this bill your 
favorable consideration. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Section 116, Cuaprer X, Bankruptcy Act, as AMENDED 
(11 U.S. C. 516) 
Sec. 116. * * * 


* * * * o * . 


(5) Notwithstanding any other provisions of Chapter X, the title of 
any owner, whether as trustee or otherwise, to aircraft, aircraft engines, 
propellers, appliances, and spare parts (as any of such are defined in 
the Civil Aeronautics Act of 1938, as now in effect or hereafter amended) 
leased, subleased, or conditionally sold to any air carrier which is operated 
pursuant to a certificate of convenience and necessity issued by the Civil 
Aeronautics Board, and any right of such owner or of any other lessor 
to such air carrier to take possession of such property in compliance with 
the provisions of any such lease or conditional sale contract shall not be 
affected by the provisions of Chapter X if the terms of such lease or condi- 
tional sale so provide. 0 
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Avaust 19, 1957.—Ordered to be printed 


Mr. Jackson, from the Committee on Interior and Insular Affairs 
submitted the following 


REPORT 


[To accompany S. 2042] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 2042) to authorize the conveyance of a fee simple 
title to certain lands in the Territory of Alaska underlying war housing 
project Alaska-50083, and for other purposes, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 


PURPOSE OF MEASURE 


The purpose of the bill is to authorize the Housing and Home 
Finance Administrator to convey fee simple title to certain tidelands 
or filled-in submerged lands which underlie a war housing project in 
Juneau, Alaska. 

The housing project was built pursuant to the Lanham Act and 
includes 31 permanent family dwellings. The tidelands or filled 
lands affected by the bill comprise 1.6 acres which underlie the project 
together with an easement for a project storm sewer which drains 
away from the project. All land underlying the project and servient 
to the easement was condemned in 1949 by the United States to 
determine any rights of squatters. 

The project is now ready for sale under the provisions of the Lanham 
Act. However, the opportunity for sale on reasonable terms is 
restricted if not destroyed by the condition of title to tidelands in 
Alaska. The act of May 14, 1898 (30 Stat. 409; 48 U. S. C. 411) 
states that title to the tidelands of Alaska are held by the Federal 
Government in trust for the people of any future State or States to 
be created out of the Territory of Alaska. In view of this statute 
no officer or agency of the United States has had or assumed power to 
convey fee title to such tidelands without congressional authority. 
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This bill provides the Housing and Home Finance Administrator 
with such authority, notwithstanding the provisions of the 1898 act, 
That portion of the condemned tract which is not occupied by the 
project could not be sold under authority of this bill, but the Adminis- 
trator would be authorized to provide the storm sewer easement 
through adjacent tidal flats to deep water. 

The bill involves no expenditure of Federal funds. 

The bill was introduced by Senator Jackson at the request of the 
Housing and Home Finance Administrator; the executive communi- 
eation from that Department together with a report from the Depart- 
ment of the Interior follow: 


Hovsine AND Home Finance AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., April 23, 1957. 
Re: Proposed legislation to authorize the Housing Administrator 
to convey a fee simple title to war housing project Alaska—50083. 
Hon. Ricuarp M. Nrxon, 
President of the Senate, 

Washington, D. C. 

Dear Mr. Presipent: I am enclosing for the consideration of the 
Congress a draft bill to authorize the conveyance of a fee simple title 
to certain lands in the Territory of Alaska underlying war housing 
— Alaska—50083, and for other purposes. For the reasons 
explained below, the Housing Agency recommends the enactment of 
this legislation. 

War Housing project Alaska—50083, located at Juneau, consists of 31 
permanent family dwellings built under the authority of the Lanham 
Act (Public Law 849, 76th Cong., as amended). The cost of the 
housing was $247,904. The project was constructed on tidelands 
or filled lands which were Leet submerged. Under section 2 of 
the act of May 14, 1898 (48 U.S. C. 411), title to such filled lands was 
declared to be held by the United States in trust for the people of any 
State or States which may later be formed out of the present Terri- 
tory of Alaska. 

At the time that the site for the project was selected, an effort was 
made by the Housing Agency to secure a permit for use of the site 
from the Department of the Interior. That Department indicated 
that it had no adequate record of the particular lands in question. 
Because of the confusion as to jurisdiction and the need for speed 
during the wartime emergency, the Department of Justice suggested 
that a condemnation suit be filed to wipe out any rights of squatters 
or others actually in possession of the property, thereby giving the 
Housing Agency at least possessory rights to the real property. 
This was done, and the right of the Housing Agency to use the under- 
ying lands for the project is based on the judgment of condemna- 
tion (Civil No. 5421—A), dated November 10, 1949, entered in the 
District Court for the Territory of Alaska, Division No. 1. 

Although the condemnation proceedings described an area of a lit- 
tle more than 3 acres, the Housing Agency actually utilized only 
about half this area, on the northerly side, for the development of 
the project. Squatters’ houses, which were located on the southerly 
side of the area described in the condemnation proceedings were not 
disturbed by the development of the federally owned project, and 
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the squatters still remain there. However, a storm sewer serving the 
project area drains into the unfilled tidelands in the southerly portion 
of the area. 

The project is presently available for sale under provisions of the 
Lanham Act dealing with the disposition of permanent housing. 
As a practical matter, the project is suitable only for sale to investors 
since the transient nature of the occupancy precludes any real interest 
on the part of occupants in forming a mutual association for the 
purchase of the project. However, we anticipate considerable diffi- 
culty disposing of this project to an investor because of the state of 
the title to the underlying land. Although we have a present right 
of possession which is not being disturbed, the Federal Government 
cannot now convey a fee simple title to a purchaser without congres- 
sional authorization. The Department of the Interior has informally 
expressed its willingness to issue to the Housing Agency an assign- 
able, revocable permit to use the land for the project now constructed 
thereon for a period corresponding to the anticipated life of the 

roject. However, it ae clearly be very difficult to sell the 
etal on the basis of such a permit. 

An attempted sale of the project while we have no more than an 
assignable, revocable use permit to the land is not practicable except 
possibly at a severe reduction in the financial return to the Govern- 
ment. Neither the Department of the Interior nor the Housing 
Agency could provide firm legal assurance against revocation either 
during odeul gumiuliien or after the formation of a State. This 
follows from the 1898 law which declared that filled-in lands are held 
under trust. ‘The disposition of the project would be greatly facili- 
tated if we were in a position to transfer a fee simple title, as would 
be possible under the enclosed bill. 

In view of the fact that the southerly portion of the area described 
by the condemnation proceedings is not being used for project pur- 
poses, except for storm sewer drainage, the proposed legislation as 
drafted would make it possible for the Housing Administrator to 
convey a fee simple title only to that portion (comprising approxi- 
mately 1.6 acres) in the northerly part of the underlying land which 
he determines to be desirable for the operation or disposition of the 
eae. Appropriate easements to continue the ae main sewer 
ine would be authorized with respect to the remaining lands located 
in the southerly portion. 

I have been advised by the Bureau of the Budget that it has no 
objection to the submission of the proposed bill. 

Sincerely yours, 
Ausert M. Cote, Administrator. 


A BILL To authorize the conveyance of a fee simple title to certain lands in the 
Territory of Alaska underlying war housing project Alaska-50083, and for 
other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That the Housing and Home 
Finance Administrator is hereby authorized to convey, pursuant to 
the terms of the act entitled ‘“‘An Act to expedite the provision of hous- 
ing in connection with national defense, and for other purposes”, 
approved October 14, 1940, as amended, and notwithstanding any 
limitations or requirements of section 2 of the Act of May 14, 1898 
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(30 Stat. 409; 48 U. S. C. 411) or of any other law with respect to the 
use or disposition of lands of the United States in Alaska, a fee simple 
title to the lands or any part thereof underlying war housing project 
Alaska—50083 located in Juneau, Alaska, together with such ease- 
ments in, over, through, or upon the adjacent tidal flats as may be 
necessary to continue the existing main sewer line to deep water. 





DEPARTMENT OF THE INTERIOR, 
OFrFICE OF THE SECRETARY, 
Washington, D. C., July 16, 1957. 

Dear Senator Murray: This is in reply to your request for the 
views of this Department on S. 2042, a bill to authorize the convey- 
ance of a fee simple title to certain lands in the Territory of Alaska 
underlying war housing project Alaska-50083, and for other purposes, 

We would not object to the enactment of this bill. 

Section 2 of the act of May 14, 1898 (30 Stat. 409; 48 U.S. C., see. 
411), states that title to the tidelands in the Territory of Alaska igs 
held by the United States in trust for the people of any State or States 
which may hereafter be erected out of that Territory. War housing 
project Alaska-50083, located at Juneau, was built on such tidelands 
or on filled lands which were formerly submerged. The lands in- 
volved in this bill amount to less than 2 acres. The Housing and 
Home Finance Agency wishes to sell the housing project, but is unable 
to do so at a reasonable price because of its inability to convey title 
to the land upon which the improvements stand. Therefore, S. 2042 
has been introduced. It would permit the land underlying the hous- 
ing project to be sold pursuant to the terms of the act of October 14, 
1940 (54 Stat. 1125), as amended (42 U.S. C., 1521-1590), notwith- 
standing the provisions of the 1898 act. Furthermore, the Agency 
would be permitted to convey such easements in, upon, through, or 
over adjacent tidal flats as may be necessary to continue the existing 
main sewer line to deep water. 

The Congress has under consideration at this time H. R. 5377, a 
bill to grant to the Territory of Alaska title to certain lands beneath 
tidal waters, and for other purposes, which provides for the transfer 
to the Territory of Alaska of lands between the line of mean high tide 
and the pierhead line lying seaward of surveyed townsites in the 
Territory. Subsection (b) of section 3 specifically excludes from the 
scope of the bill the lands described in S. 2042. There would, there- 
fore, be no conflict between the two bills. 

The enactment of S. 2042 would assist in the development of 
Juneau. Consequently, this Department would not object to the 
enactment of this bill. aren 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Roaer Ernst, 
Assistant Secretary of the Interior. 


The Committee on Interior and Insular Affairs recommends 
enactment of the legislation. 
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AMENDING THE ACT OF MAY 4, 1956 (70 STAT. 130), RE- 
LATING TO THE ESTABLISHMENT OF PUBLIC RECREA- 
TIONAL FACILITIES IN ALASKA 


Avaust 19, 1957.—Ordered to be printed 


Mr. Jackson, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 7864] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 7864) to amend the act of May 4, 1956 (70 
Stat. 130), relating to the establishment of public recreational facili- 
ties in Alaska, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 

The purpose of H. R. 7864 is to amend the act of May 4, 1956 (70 
Stat. 130), which authorizes the Secretary of the Interior to construct 
public recreational facilities in Alaska and to maintain them prior to 
their transfer to the Territory, to provide specific authority for the 
Secretary to convey the lands and facilities in question to the 
Territory. 

EXPLANATION OF MEASURE 


As enacted, the act of May 4, 1956, authorized the construction 
and maintenance of the facilities prior to their transfer. However, 
the language of the act left some doubt as to whether the Secretary 
of the Interior had authority to convey the facilities. The doubt 
arose as a result of the wording of the sentence of the act which 
reads as follows: 


The Secretary is authorized to transfer, upon such terms 
and conditions as he may consider to be in the public in- 
terest, to appropriate Territorial agencies and communities 
for operation and maintenance ech of the aforesaid public 
facilities and land relating thereto as he shall deem in the 
public interest. 


The bill will clarify the intent to give the Secretary authority to 
convey the recreational lands and facilities by inserting ‘‘conveyance 
86006 
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or other disposition” in lieu of the word “transfer” as it appears in 
the first sentence of the act and by deleting the sentence quoted above 
and substituting in its place: 


Upon such terms and conditions as he may consider to be 
in the public interest, the Secretary may convey, or other- 
wise dispose of, to appropriate Territorial agencies and com- 
munities such of the aforesaid public facilities and land re- 
lating thereto as he shall deem in the public interest. 


The enactment of this legislation will not involve the expenditure 
of Federal funds. 


ADMINISTRATIVE AGENCY REPORT 


The executive communication from the Secretary of the Interior, 
dated May 27, 1957, is as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington D. C., May 27, 1957. 
Hon. Sam RaysBurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

Dear Mr. Speaker: Enclosed herewith are four copies of a pro- 
posed bill to amend the act of May 4, 1956 (70 Stat. 130), relating to 
the establishment of public recreation facilities in Alaska. 

We request that the proposed bill be introduced, and we recom- 
mend that it be enacted. 

The act of May 4, 1956 (70 Stat. 130), authorizes the Secretary 
of the Interior to construct public recreation area facilities in Alaska 
and to maintain them prior to their “‘transfer’”’ to the Territory. The 
act further states that the Secretary ‘‘is authorized to transfer” such 
facilities and lands relating thereto to the Territory when he deems 
such a transfer would be in the public interest. While such a provi- 
sion would normally seem to permit conveyances, the fact that the act 
states that the transfer is to be for operation and maintenance has 
been throught by some to be restrictive. It has, as a result, been 
suggested that the word “transfer” is not sufficiently broad to permit 
the Secretary to convey title to facilities and lands to the Territory. 
Where there is any doubt as to a statute’s meaning, it is probably 
best to amend it. Certainly, the Department, when it considered 
the act prior to its passage, assumed that transfers of title as well as 
transfers of a more limited scope were contemplated. Accordingly, 
we have prepared the enclosed draft bill. It would provide specific 
authority for the Secretary to convey lands and facilities to the Terri- 
tory as well as to transfer them in other ways. 

he Bureau of the Budget has advised that there is no objection to 
the submission of this executive communication to the Congress. 
Sincerely yours, 
HatFietp CHILson, 
Under Secretary of the Interior. 
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A BILL To amend the Act of May 4, 1956 (70 Stat. 130), relating to 
the establishment of public recreational facilities in Alaska 


Be it enacted by the Senate and the House of Representatives 
of the United States of America in Congress assembled, That 
section 1 of the Act of May 4, 1956 (70 Stat. 130), is hereby 
amended by inserting in place of the word “transfer” in the 
first sentence thereof the words ‘conveyance or other dis- 
position’’, and by deleting the entire third sentence and sub- 
stituting therefor the following sentence: ‘Upon such terms 
and conditions as he may consider to be in the public interest, 
the Secretary may convey, or otherwise dispose of, to appro- 
priate Territorial agencies and communities such of the afore- 
said public facilities and land relating thereto as he shall 
deem in the public interest.” 


The Committee on Interior and Insular Affairs recommends the 
enactment of H. R. 7864. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman): 


Act or May 4, 1957 (70 Srart. 130) 


The Secretary of the Interior, as an aid in the settlement and 
development of the Territory of Alaska, for a period of five years 
after the approval of this Act, is authorized to construct campgrounds 
and parking areas, including necessary access roads thereto, and other 
public recreation-area facilities in Alaska and to maintain them 

ending their [transfer] conveyance or other disposition to appropriate 

erritorial agencies and communities: Provided, That no lodges, 
hotels, or other structures providing overnight accommodations for 
the public shall be constructed pursuant to this Act. Such public 
recreation facilities may be constructed upon lands under the Secre- 
tary’s administrative jurisdiction that are not needed for other public 
purposes. [The Secretary is authorized to transfer, upon such terms 
and conditions as he may consider to be in the public interest, to 
appropriate Territorial agencies and communities for operation and 
maintenance such of the aforesaid public facilities and land relating 
thereto as he shall deem in the public interest.] Upon such terms 
and conditions as he may consider to be in the public interest, the Secre- 
tary may convey, or otherwise dispose of, to appropriate Territorial 
agencies and communities such of the aforesaid public facilities and land 
relating thereto as he shall deem in the public interest. 

Src. 2. There is hereby authorized to be appropriated the sum of 
$100,000 per year for each of the fiscal years ending June 30, 1957, 
June 30, 1958, June 30, 1959, June 30, 1960, and June 30, 1961. 


O 
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GRANTING CERTAIN LANDS TO THE TERRITORY OF 
ALASKA 


Aveust 19, 1957.—Ordered to be printed 


Mr. Jackson, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 3940] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 3940), to grant certain lands to the Territo 
of Alaska, having considered the same, report favorably thereon wit 
an amendment and recommend that the bill as amenae uo pass, 

The amendment is as follows: 

Page 2, line 9, following the word “supra” delete the period and 
substitute a colon and insert: 


And provided further, That the Territory of Alaska may not 
sell or convey any part or all of said property to any person or 
organization other than a political subdivision of said Terri- 
tory for less than fair market value. 


EXPLANATION OF BILL 


H. R. 3940 provides for the transfer of all the right, title, and 
interest of the United States in sec, 16, T. 13 N., R. 3 W., Seward 
meridian, one of the school sections reserved for the Territory under 
the act of March 4, 1915 (32 Stat. 1214), as amended (48 U.S. C., 
sec. 353), which reserves school sections to the Territory but does 
not reserve title to them. The grant would embrace the minerals 
in the tract, including all right, title, and interest under any lease, 
permit, or contract covering the described land and minerals. It 
also provides for the Territory to manage and dispose of the granted 
lands and minerals in accordance with directives from the Territorial 
legislature but with the provision that the proceeds or income derived 
therefrom would be for the use and benefit of the public schools in the 
same manner as provided under existing law. But the lands may not 
be sold for less than fair market value. 
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H. R. 3940 protects valid rights and obligations under existing 
Federal and Territorial laws. ‘The bill also states that this grant 
would not entitle the Territory to any indemnity selection under the 
1915 act. 

The school section in question is within the corporate limits of 
Anchorage and is sorely needed by the city for its projected street, 
expressway, and freeway system. In addition, the city hopes to 
ualeieiae the section into 197 industrial lots with necessary streets 
and alleyways. Under present law, full devclopment of the section 
cannot be achieved because it does not permit the disposal of reserved 
school sections and limits leases of such sections to 10-year periods. 
The transfer to the Territory of title to this section would encourage 
optimum development of the property. The Federal Government 
has indicated no need for the land which is now reserved for transfer 
to Alaska upon the attainment of statehood. 

No expenditure of Federal funds is authorized by this legislation, 
and no loss is sustained by the United States because the lands and 
the income from them are reserved for the schools of Alaska under 
present law. The bill does not change the beneficial use of the land; 
it just removes the restrictions which presently prevent its utiliza- 
tion for the best advantage of the beneficiaries by granting legal title 
to the Territory. 

SECTIONAL ANALYSIS 


Section 1 grants to the Territory 640.08 acres of school land situated 
within the corporate limits of the city of Anchorage, together with 
minerals in the lands and all right, title, and interest of the United 
Staion in any lease, permit, or contract relating to said lands or min- 
erals, 

Section 2 authorizes the Territory to manage and dispose of the 
lands and minerals, requires that all income and proceeds from the 
lands and minerals be placed in permanent funds for the use and 
benefit of the public schools of Alaska as provided in the act by which 
the lands were reserved, and assures that the lands may be sold or 
conveyed to persons or organizations other than Territorial political 
subdivisions for no less than fair market value. 

Section 3 retains in status quo all valid subsisting rights and 
obligations of third parties. 

Section 4 denies to the Territory any right to select lands in lieu 
of the granted lands. 

Section 5 authorizes the Secretary of the Interior to issue a patent 
to the lands and minerals which are granted by the bill. 
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EXECUTIVE AGENCY REPORT 


A favorable communication from the Department of the Interior 
is as follows: 


Unirep States DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 19, 1957. 
Hon. Cram ENGte, 


Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. 

Dear Mr. Eneate: There is at present pending before your com- 
mittee H. R. 3940, a bill to grant certain lands to the Territory of 
Alaska. 

We recommend that this bill be enacted. 

Section 1 of H. R. 3940 would grant to the Territory of Alaska all 
the right, title, and interest of the United States in and to sec. 16, 
T. 13 N., R. 3 W., Seward meridian. The tract contains 640.08 
acres. ‘The grant would embrace the minerals in the tract in ques- 
tion, including all right, title, and interest under any lease, permit, 
or contract covering the described land and minerals. Section 2 
would authorize the Territory to manage and dispose of the granted 
lands and minerals in any manner which the Territorial legislature 
should direct. The Territory would, however, be required to set 
apart the proceeds or income derived from the section for the exclusive 
use and benefit of the public schools in the same manner as provided 
in section 1 of the act of March 4, 1915 (32 Stat. 1214), as amended 
(48 U. S. C., sec. 353). Section 3 protects valid rights, while section 
5 directs the Secretary of the Interior to issue a patent for the lands 
and minerals described in section 1. Section 4 states that the grant 
of this land under H. R. 3940 would not entitle the Territory to any 
indemnity selection under the 1915 act. 

The land described in section 1 is one of the school sections reserved 
for the Territory by the 1915 act. Under the provisions of that act 
school sections are merely reserved for the Territory, and the Territory 
does not receive title to them. Sections are reserved upon survey. 
At the present time there is pending before the House of Representa- 
tives H. R. 3747, a bill to grant school lands in Alaska to the Territory 
of Alaska. H. R. 3747 would grant the Territory title to school 
sections already reserved, and, therefore, its enactment would render 
the consideration of H. R. 3940 pointless. However, H. R. 3747 may 
not be enacted, and there are special reasons why title to this particular 
school section should be granted to the Territory, even if the bill 
having general applications should not be enacted. 

This school section is located within the corporate limits of Anchor- 
age the metropolitan area of which has today a population of about 
65,000. The Glenn-Palmer Highway, the main arterial highwa 
linking Anchorage with all communities on the north, bisects this land. 
Part of Merrill Field, at one time claiming the second largest number 
of daily airplane takeoffs and landings of any field in the United 
States, is located here also. Bragaw Street where subdivisions and 
housing projects have been developed lies on the east side of the 
section. De Barr Road is on the south side, where Grandview Garden 
and Airport Heights residential districts are situated and are in an 
advanced stage of development. Airport Heights Road traverses the 
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central part of the section and connects De Barr Road with Palmer 
Highway. Mountain View, a shopping center, borders the section 
on the north and east. On the west is located the large Martin Arms 
housing project and dozens of smaller light industrial enterprises, 
Today this school section which has been reserved to the Territory 
may be properly described as an undeveloped island within an in- 
tensively developed area. For the most part, the use made of it is 
necessarily of a temporary nature, not in keeping with the use made 
of the surrounding area, because the users cannot obtain a tenure of 
occupancy for more than a 10-year term under the provisions of the 
1915 act, Consequently, the land remains underdeveloped in the 
light of present economic opportunities and does not yield its full 
economic potential or adequate tax returns to the city. 

The city of Anchorage has need for portions of the section for its 
projected street, age and freeway system. Some of these 

rojects will be started within the next year. The Territorial land 
co in cooperation with the city has tentatively approved a sub- 
division plan for the best part of this section. This ahdictlen plan 
provides for 14 blocks containing 197 industrial lots with necessary 
streets and alleyways. The lots are appraised by the land board 
at $985,000. Under existing law there is no authority under which 
the proposed streets and alleyways can be dedicated and no authority 
to grant easements or rights-of-way to the city for its proposed 
projects. 

Under the present law, full development of the section cannot be 
achieved because the law does not permit the disposal of reserved 
school sections and limits leases of such sections to 10-year periods. 
Developers do not feel justified in making large-scale capital improve- 
ments when tenure is on such a limited basis and when necessar 
dedications cannot be effected and appropriate rights-of-way granted. 
The transfer to the Territory of title to this section, with full authority 
for its management and disposal, would permit optimum development 
of the property. We know of no Federal need for the land, and, as 
we have pointed out above, it is now reserved for transfer to Alaska 
upon the attainment of statehood. 

Among the valid rights and obligations existing under both United 
States and Territorial laws which would be protected by section 3 of 
H. R. 3940 are leases issued by the Territory under the 1915 act, most 
of which will expire in 1957, and a gravel permit, a powerline right-of- 
way, and a 10-year gravel contract granted by the Federal Govern- 
ment. Two applications for powerline rights-of-way are pending. 
There is also an oil and gas lease under the Mineral Leasing Act of 
1920, as amended (30 U.S. C., sec. 181 et seq.), which has been issued, 
effective as of November 1, 1956. Enactment of H. R. 3940, of 
course, would not. affect any rights under claims which are found to 
be valid. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
HATFIELD CHILSON, 
Acting Secretary of the Interior. 


The Committee on Interior and Insular Affairs recommends the 
enactment of H. R. 3940. 
O 





Calendar No. 1061 


85TH CONGRESS t SENATE Report 
1st Session No. 1039 





PRESERVATION OF UNUSED ACREAGE ALLOTMENTS 
Avaust 19, 1957.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Agriculture 
and Forestry, submitted the following 


REPORT 


[To accompany H. R. 8030] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (H. R. 8030) to amend the Agricultural Adjustment Act of 
1938 with respect to acreage history, having considered the same, re- 
port thereon with a recommendation that it do pass with amendments. 

This bill eliminates the requirement of notice for 1957, 1958, and 
1959 from section 377 of the Agricultural Adjustment Act of 1938, 
which provides that for the years 1956 through 1959 the entire acreage 
allotment of any commodity shall be regarded as planted, whether 
actually planted or not. Eliminating this requirement. would facili- 
tate administration and reduce expense as described in the report of 
the House Committee on Agriculture, which is attached. e bill 
also makes it clear that nothing in this section would prevent the 
surrender and reapportionment of acreage allotments as provided by 
other sections of the act, or change the method of crediting acreage 
history in the case of such surrender and reapportionment. 

The committee amendments are technical changes designed to 
carry out the purpose of the bill as described in the House report. 
They would— 

(1) make it clear that the history of acreage underplanted in 
1956 would continue to be preserved if notice was given as 
required by law in 1956; 

(2) make it clear that acreage regarded as planted under the 
release and surrender provisions would not be counted as part 
of the acreage sepaaie planted on the farm in determining 
whether the acreage planted is less than the acreage allotment 
(which expressly excludes the surrendered acreage); and 

(3) maintain unchanged the provision making the section inap- 
plicable in any case in which the amount of the eommodity stored 
to avoid penalty is reduced. As passed by the House the bill 
would limit this provision to wheat and rice. While these are 
86006 
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the only commodities for which the law provides for storage to 
avoid penalty, some tobacco has by regulation been stored to 
avoid penalty in past years. We understand that only one pro- 
ducer now has such tobacco in store. The committee was unable 
to determine whether this provision would afford any benefit to 
this producer, but there appears no reason for changing the law 
in this respect, and it does not appear from the House report 
that any change was intended. 


[H. Rept. No. 817, 85th Cong., Ist sess.] 


The Committee on Agriculture, to whom was referred the 
bill (H. R. 8030) to amend the Agricultural Adjustment Act 
of 1938 with respect to acreage history, having considered 
the same, report favorably thereon without amendment and 
recommend that the bill do pass. 


STATEMENT 


When Congress enacted the Soil Bank Act as part of the 
Agricultural Act of 1956, it was recognized that it was desir- 
able also to utilize other means to encourage farmers not to 
plant their full allotments of the surplus crops. Therefore, 
there was included in the Agricultural Act of 1956 section 307 
which provided that during the years 1956 to 1959, inclusive, 
farmers would receive full credit for acreage allotted to them 
but not planted if they notified the county committee of their 
intention not to plant their full allotment. The purpose of 
this was to prevent and make unnecessary any planting of 
allotted crops simply for the purpose of preserving acreage 
history for future allotment purposes. 

In the crop years 1956 and 1957, farmers have made wide 
use of this provision. This has doubtless been a factor in 
reducing acreage of some of the surplus crops, but it has also 
added substantially to the burden of the county committees, 
who are required to accept, process, and record the notices of 
intention not to plant filed with them by producers in their 
counties. 

PURPOSE OF THIS BILL 


The sole purpose of this bill is to eliminate the requirement 
that notice of intention not to plant the full acreage allot- 
ment must be filed with the county committee in order for 
the farmer to receive credit for future allotment purposes. 
It does not change in any way the desirable provision of law 
that the full allotment need not be planted in order to pre- 
serve the allotment history for the farm, but merely elimi- 
nates the requirement that the farmer must notify the 
county committee of his intention not to plant his whole 
allotment and, of course, relieves the county committees of 
the necessity of handling and recording these notices. 

The exemption period during which acreage not planted 
will still be counted for history purposes is limited to the 
period 1957 to 1959 and thus is consistent with the original 
provision in the act of 1956. 
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Rather than costing any additional money, the Depart- 
ment of Agriculture stated that enactment of this bill elimi- 
nating the notice requirement would save the Department 
a substantial amount of money in administrative expense. 


HEARINGS 


Hearings were held on a similar bill (H. R. 5678), which 
was amended by the subcommittee following the hearings, 
and the bill herewith reported (H. R. 8030) was then intro- 
duced as a clean bill embodying the amendments agreed to 
by the subcommittee. 

At the hearing, representatives of the Department of Agri- 
culture appeared to enthusiastically endorse the provisions 
of the bill. Representatives of the farmers union also 
appeared in support of the measure, and there were no 
witnesses in opposition to the bill. 


DEPARTMENTAL APPROVAL 


Following is the text of the letter from the Department of 
Agriculture endorsing enactment of the original bill (H. R. 
5678). The substance of the amendments recommended b 
the Department are incorporated in the revised bill erewiths 
reported. 


May 20, 1957. 
Hon. Haroxtp D. Coot.ey, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear ConcressMAN Coo.ey: This is in reply to your 
request of March 13, 1957, for a report on H. R. 5678, a bill 
to amend the Agricultural Act of 1938, as amended. 

This Department recommends that the bill be passed. 

The bill would make automatic the provisions of section 
377 of the Agricultural Adjustment Act of 1938, as amended, 
so that unused acreage allotment history during the 1957-59 
crop years would be automatically preserved without any 
requirement that the farmer file a request with the county 
ASC committee for such preservation. This would eliminate 
a tremendous volume of administrative work now involved 
in handling individual requests by farm operators and owners 
for preservation of allotment history acreage. 

The Department also considers it highly desirable that ‘in 
conjunction with the automatic preservation of acreage 
history the provisions of law relating to the release and 
reapportionment of acreage allotments for cotton, rice, and 
peanuts be temporarily suspended for the last 2 years of the 
acreage reserve program—1958 and 1959. We feel that this 
would be in accordance with the intent of the Congress in 
enacting the Soil Bank Act last year. The following 
language to be added beginning at line 14, page 2, of the 
bill would accomplish such suspension: 
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“Src. 2. The provisions of sections 344 (m) (2), 353 (e), 
and 358 (g) of the Agricultural Adjustment Act of 1938, as 
amended, shall not be effective with respect to the 1958 and 
1959 crops.” 

It appears that the word “Adjustment” was inadvertently 
omitted from the name of the act being amended; and ac- 
cordingly it should be inserted between the words “‘Agricul- 
tural’ and ‘‘Act”’ in the title of the bill and in line 3 thereof 
in order to refer to the act by its correct name. 

The enactment of this proposed bill would not require addi- 
tional appropriation of funds. Instead, substantial savings 
in administrative costs should result and more importantly, 
farm operators would be relieved of the current requirement 
of calling at ASC county offices to file individual requests for 
preservation of allotment history. 

The Bureau of the Budget advises that there is no objec- 
tion to the submission of this report. 

Sincerely yours, 
True D. Morss, Acting Secretary. 


Additional information from the Department of Agriculture: 


Avaust 19, 1957, 
Hon. Auten J. ELLENDER, 
United States Senate. 


Dear Senator Exvtenper: In accordance with discussions repre- 
sentatives of the Commodity Stabilization Service recently have had 
with Mr. Harker Stanton, Counsel, Committee on Agriculture and 
Forestry, there is set out below an explanation of the provisions of 
H. R. 8030, as passed by the House of Representatives on August 6, 
1957. 

Present law contains many different provisions under which a farm 
may, for purposes of future acreage allotment programs, be given 
credit for planting acreage to a commodity even though the acreage 
is not actually planted. Two of these provisions were enacted last 

ear in the Agricultural Act of 1956. The first protects the acreage 
Listeanr for farms participating in the soil bank acreage reserve and 
conservation reserve programs. The other is section 377 of the 
Agricultural Adjustment Act of 1938, as amended, which provides 
that during the period 1956 to 1959, inclusive, where the acreage 
lanted to a commodity is less than the farm acreage allotment there- 
or, the entire farm acreage allotment shall be considered for purposes 
of future State, county, and farm acreage allotments to have been 
planted if the owner or operator of the farm notifies the county com- 
mittee by not later than a specified date of his desire to preserve the 
acreage history for the farm. ‘The provisions of section 377 are not 
applicable where the amount of the commodity required to be stored 
to postpone or avoid payment of penalty has been reduced because 
the allotment was not fully planted. Under the last sentence of the 
said section, if a farm owner or operator notifies the county committee 
of his desire to preserve acreage history he cannot thereafter release 
the unplanted acreage allotment for reapportionment by the county 
committee to other farms. 

H. R. 8030 is designed to change section 377 so that, for the period 
1957 to 1959, inclusive, the acreage history for unplanted allotment 
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will be preserved for a farm without a request from the farm owner 
or operator, and any unused acreage allotment may be released and 
reapportioned to other farms in accordance with other provisions of 
the Agricultural Adjustment Act of 1938, as amended, which specifi- 
cally authorize release and reapportionment. In addition, the bill 
makes clear that acreage history credits for released and reapportioned 
acreage allotment shall be governed by the release and reapportion- 
ment provision of the act. 

If H. R. 8030 is passed by the Senate and approved by the President, 
the Department would issue such regulations and procedures as neces- 
sary to provide for the calculation of acreage history credits as follows 
in certain assumed situations: 


Acres 
19658 farm cotton acreage allotment... ... 2... nescnnee---bots le Us UL 20 
Acreage placed in acreage reserve program__................-.--.-.--.-. 4 
Acreage released for reapportionment to other farms...........--.--.---. 4 
ns CemnOR, 0 CONGR. W.. 21. 1nd no ancdaaiine cities 0 tm denebendiaammueel 10 
menee Masvory DNCRETVEd GuGer 060. S77... cannccunccuaascuacecenndadau 2 


Thus, the full allotment of 20 acres would be regarded as planted 
to cotton in 1958 for purposes of establishing future farm cotton 
allotments. However, insofar as this farm is concerned, the acreage 
history credited to the county and the State for 1958 would be only 
16 acres, since section 344 (m) (2) of the act provides for credit for 
released acreage to be given only to the farm releasing it. 

Of course, if the released acreage allotment were reapportioned to 
another farm in the county and it was used on that farm for the 

lanting of 4 acres of cotton, the farm would not receive acreage 
bistory credit for the 4 acres planted but the county and State would. 

As indicated in the House report (Rept. No. 817), the bill would 
bring about substantial savings to the Government and also would 
relieve farmers from the expense and inconvenience of visiting the 
county offices to obtain an explanation of section 377 of the act and 
to execute and file the required form. We are hopeful that the bill 
can be approved during this session of the Congress. 

Sincerely yours, 
CLARENCE L. MILLER, 
Acting Administrator, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


AGRICULTURAL ADJUSTMENT AcT oF 1938, AS AMENDED 
x ok * * * * - 


Src. 377. In any case in which during any year within the period 
1956 to 1959, inclusive, for which acreage planted to [such] a com- 
modity on any farm is less than the acreage allotment for such farm, 
the entire acreage allotment for such farm (excluding any allotment 
released from the farm or reapportioned to the farm) shall be considered 
for purposes of future State, county, and farm acreage allotment to 
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have been planted to such commodity in such year on such farm, but 
the 1956 acreage allotment of any commodity shall be regarded as planted 
under this section only if the owner or operator of such farm [notifies] 
notified the county committee prior to the sixtieth day preceding the 
beginning of marketing year for such commodity of his desire to pre- 
serve such allotment. Acreage history credits for released or reappor- 
tioned acreage shall be governed by the applicable provisions of this title 

ertaining to the release and reapportionment of acreage allotments, 

his section shall not be applicable in any case in which the amount 
of the commodity required to be stored to postpone or avoid payment 
of penalty has been reduced because the allotment was not fully 
planted. [Nothing herein shall be construed to permit the allotment 
to any other farm of the acreage with respect to which notice is given 
under this section. ] 0 
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TWO COUNTY COMMITTEES 
Aveust 19, 1957.—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Agriculture 
and Forestry, submitted the following 


REPORT 


[To accompany H. R. 8508] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (H. R. 8508) to provide that there shall be two county com- 
mittees elected under the Soil Conservation and Domestic Allotment 
Act for certain counties, having considered the same, report thereon 
with a recommendation that it do pass without amendment. 

This bill ratifies the procedure heretofore followed for the election 
of 2 county committees in each of 3 counties in Minnesota and the 
1 county in Iowa. This procedure has worked well for many years. 

The House report further explaining the bill is as follows: 

The Committee on Agriculture, to whom was referred the 
bill (H. R. 8508) to provide that there shall be two county 
committees elected under the Soil Conservation and Domestic 
Allotment Act for certain counties, having considered the 
same, report favorably thereon with amendments and 
recommended that the bill as amended do pass. 

The amendments are as follows: 

Page 1, line 6, strike out “Ottertail, Folk,’’ and insert 
“Otter Tail, Polk,’’. 

Page 1, line 8, strike out the period and insert a comma 
and the following: “and that the actions heretofore or 
hereafter taken by each of such committees shall be given 
the same effect in the area served by it as is given to the 
actions of the county committee in a county served by 
a single county committee.” 


STATEMENT 


Under a recent ruling, it has been held that the Department 
of Agriculture does not have authority to provide for the 
election and operation of more than one county ASC com- 
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mittee in each county. For many years, 2 county committees 
have been maintained in 1 county in Iowa and 3 counties in 
Minnesota. In each case this has been done because the 
geography and population of these counties is such that two 
seats of county government have been established. This 
bill will make possible the continuation of 2 county com- 
mittees in these 4 specific counties which are named in 


the bill. 


DEPARTMENTAL POSITION 


The following letter from the Department of Agriculture 
described in some detail the situation existing in the subject 
counties, states that the Department “has no serious objec- 
tion” to the passage of the bill, and points out that the slight 
additional cost of maintaining two county committees in 
these counties in probably offset by the improved service 
the committees render to farmers of the area. 

The language added at the end of the bill is recommended 
by the Department in order that there will be no doubt as to 
the legal sufficiency of actions by the two committees. 





DEPARTMENT OF AGRICULTURE, 
Washington, D. C., August 1, 1957. 


Hon. Harotp D. Cootey, 
Chairman, Committee on Agriculture, 
House of Representatives, 


Drar ConeressmMaNn Cootey: This is in reply to your re- 
quest for a report on H. R. 8508, a bill to provide that there 
shall be two county committees elected under the Soil 
Conservation and Domestic Allotment Act for certain coun- 
ties. The Department has no serious objection to the 
passage of this bill. 

Many years ago 2 county committees were elected and 2 
county offices were established in each of the counties covered 
by this bill. Apparently, this was done because other agri- 
cultural agencies, as well as the county government, operated 
two offices in each county. In each case, the reasons for two 
offices were geographic location, number of farms, and 
service to farmers. It was called to our attention that the 
operation in Pottawattamie County, lowa, was not in accord 
with existing law which provides for the election of one 
county committee in each county. Accordingly, even 
though we had no difficulty in operating programs under the 
existing administrative setup, the lowa State ASC office was 
notified that in the forthcoming county committee election 
this fall, only one county committee should be elected in 
Pottawattamie County. A check was then made to see if 
similar situations prevailed in other States. The same 
situation was found in three Minnesota counties and similar 
directions have been given to the Minnesota State ASC 
committee, 

This bill would establish a bad precedent for other counties 
which may be similarly situated but which are now operating 
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satisfactorily with one committee in compliance with existin 
law. Also, operating with two committees in a county woul 
be more expensive, but might be justified on the bean of 
better farmer representation for the county. 

If it is decided to proceed with this seoidlation it might be 
well for the following wording to be added to the bill to assure 
the validity of actions taken by these committees: “and that 
the actions heretofore or hereafter taken by each of such 
committees shall be given the same effect in the area served 
by it as is given to the actions of the county committee in a 
county served by a single county committee.” 

The Bureau of the Budget advises that there is no objection 
to the submission of this report. 

Sincerely yours, 


True D. Morss, Acting Secretary. 
O 
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RELIEF FROM CCC CLAIMS 
Avaust 19, 1957.,—Ordered to be printed 


Mr. Jounston of South Carolina, from the Committee on Agriculture 
and Forestry, submitted the following 


REPORT 


[To accompany H. R. 2486] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (H. R. 2486) to authorize Commodity Credit Corporation to 
grant relief with respect to claims arising out of deliveries of eligible 
surplus feed grains on ineligible dates in connection with purchase 
orders under its emergency feed program, having considered the same, 
report thereon with a recommendation that it do pass with an 
amendment. 

This bill would relieve certain feed dealers and farmers from claims 
made by the Commodity Credit Corporation for technical violations 
involving early and late deliveries of feed under the drought disaster 
programs. As explained in the report by the House Committee on 
Agriculture, which is attached, the cases covered by the bill do not 
involve substantive violation of the regulations such as underdelivery, 
overdelivery, or delivery without a certificate. 

The committee believes, however, that deliveries made many 
months after the purchase order was issued and became ineffective 
would hardly be in the category of a technical violation of the program. 
Therefore, the committee amendment would require that the feed 
would have had to have been physically delivered to the farmer not 
later than 1 month, instead of 12 months, from the expiration date 
of the purchase order. 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 2486) to authorize Commodity Credit Corporation to grant 
relief with respect to claims arising out of deliveries of eligible surplus 
feed grains on ineligible dates in connection with purchase orders under 
its emergency feed program, having considered the same, report 
eens thereon without amendment and recommend that the bill 
0 pass. 
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The purpose of this bill is to permit the Commodity Credit Corpora. 
tion to dismiss claims against feed dealers and farmers for technica] 
violations of the regulations relating to the 1954, 1955, and 1956 
drought feed programs involving earlv and late deliveries of feed under 
such programs. In a number of instances feed was delivered to the 
farmer before the county committee had formally approved his appli- 
cation or after the delivery date on the certificate had expired. None 
of the cases covered by this bill involve substantive violation of the 
regulations such as underdelivery, overdelivery, or delivery without 
a certificate. 

Hearings were held on the bill reported herewith (H. R. 2486) 
and on the following similar bills: H. R. 2433 by Mr. Fisher, H. R, 
2449 by Mr. Hill, and H. R. 3606 by Mr. Chenoweth. At the hearing 
representatives of the Department of Agriculture and of major farm 
and commodity organizations appeared in favor of the bill. There 
were no witnesses in opposition to the bill. 


DEPARTMENT APPROVAL 


Following is the letter from the Department of Agriculture indicat- 
ing approval of that Department and of the Bureau of the Budget of 
this legislation. 

DEPARTMENT OF AGRICULTURE, 
Washington 25, D. C., March 14, 1957. 
Hon. Harotp D. Cootery, 
Chairman, House Committee on Agriculture, 
House of Representatives. 


Drar ConeressMAN Cootery: This is in reply to your request of 
January 30, 1957, for a report on bill H. R. 2486 to authorize Com- 
modity Credit Corporation to grant relief with respect to claims 
arising out of deliveries of eligible surplus feed grains on ineligible dates 
in connection with purchase orders under its emergency feed program. 

The Department has no objection to the passage of proposed bill 
H. R. 2486. 

There was an urgent need in the major disaster drought areas for 
immediate supplies of feed, and the seriousness of the situation did 
not allow adequate time for dissemination of sufficient information 
for thorough understanding of the provisions of the program. In 
many instances deliveries of feed were made in anticipation of approval 
by Farmers’ Home Administration of the farmer’s application for 
assistance. In other instances farmers received ae but did not 
need immediately all the feed that they were approved to receive. 
This, coupled with financing difficulties, resulted in both early and 
late deliveries of the total amount of feed the farmer was entitled to 
receive. This was particularly true in connection with the 1954 pro- 
gram in all drought-disaster areas and in States that were designated 
later for assistance for the first time under the 1955 or 1956 emergency 
feed programs. 

Ineligible dates are commonly referred to as early deliveries and 
late deliverics. More specifically, early deliveries are those deliveries 
made prior to approval of the applicant by Farmers’ Home Adminis- 
tration to receive feed, and late deliveries are those which took place 
after the expiration of the purchase order or termination of the pro- 
gram. Deliveries on ineligible dates may be said to be only technical 
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violations of the program, inasmuch as the intent and purpose of the 
program was substantially achieved. The quantity of feed actually 
delivered for which credit was claimed was no greater than the amount 
for which the application was approved. 

The other principal violations of the emergency feed programs are 
nondeliveries, underdeliveries, and deliveries of ineligible feed. Col- 
lection of claims arising in connection with these types of violations 
are not affected by the proposed bill and will be aggressively pressed. 

Exceptions for early and late deliveries resulting from audits of 
approximately 15 percent of the delears through December 31, 1956, 
could involve payments of approximately $250,000. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report, 

Sincerely yours, 
E. T. Benson, Secretary. 


O 
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PUBLIC DISCLOSURE OF FINANCIAL REPORTS AND OTHER INFOR- 
MATION FILED WITH THE SECRETARY OF LABOR PURSUANT TO 
SECTION 9 (f) AND (g) OF THE NATIONAL LABOR RELATIONS 
ACT 


Avevust 19, 1957.—Ordered to be printed 


Mr. Kennepy, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


[To accompany 8. J. Res. 94] 


The Committee on Labor and Public Welfare, to whom was referred 
the joint resolution (S. J. Res. 94) directing that the financial reports 
and other information filed with the Secretary of Labor pursuant to 
subsections (f) and (g) of section 9 of the National Labor Relations 
Act, as amended, be made available to the public, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the joint resolution do pass. 


GENERAL STATEMENT 


Section 9 (f) and (g) of the National Labor Relations Act, as 
amended, requires that certain information relating to the financial 
statements and the constitutions and bylaws of labor organizations 
be filed with the Secretary of Labor, in the form prescribed by him, 
and kept up-to-date annually before those organizations can avail 
themselves of the procedures of the National Labor Relations Board, 
Section 9 (f) (B) (1) of the act provides, among other things, that 
these reports must show all of the filing unions’ receipts; assets and 
liabilities as of the end of the fiscal year; and disbursements made 
during the fiscal year. 

_In August 1947, the Department of Labor issued a labor organiza- 

tion registration form prescribing the manner in which the informa- 
tion under section 9 (f) and (g) was to be filed. The 1947 form re- 
quired general information relating to the compensation received by 
union officials, the initiation fees and regular dues, pertinent pro- 
visions of the constitutions and bylaws, and the receipts, disburse- 
ments, assets, and liabilities of the union. 


86006 











2 PUBLIC DISCLOSURE OF FINANCIAL REPORTS 


In June of this year the Department of Labor issued a revised 
labor organization registration form requiring additional registration 
and financial information. It requires detailed reporting with respect 
to noncash, as well as cash, items received by union officials and g 
detailed breakdown, with accompanying schedules, on receipts, dis- 
bursements, assets, and liabilities of the filing union. While the 1947 
form required a listing of only 8 specific receipt and disbursement 
items, the revised form contains some 30 separate items, many of 
them including schedules indicating to whom a particular disburse- 
ment was made or from whom a receipt was obtained and the purpose 
therefor. ‘The revised form also requires the signature of the president 
(or chief executive officer) and the secretary-treasurer (or chief 
financial officer) of the union, whereas the prior form required the 
signature of only one union official. 

The provisions of the National Labor Relations Act, as amended, 
are silent as to whether the Secretary of Labor is authorized to make 
the filed information available to the general public. However, it has 
been the consistent position of the Department of Labor since the 
enactment of the statute in 1947 that general public disclosure would 
be contrary to the intent of the act as evidenced by its legislative 
history. Accordingly, the regulations of the Department provide that 
the information contained in the reports will be made available only to 
certain individuals and to certain Government agencies. They 
restrict the availability of the information contained in the reports to 
(1) members of the affected unions; (2) the National Labor Relations 
Board and the courts in appropriate cases; and (3) Members of 
Congress through this committee and the House Committee on 
Education and Labor. 

The recent investigations and hearings by the Select Committee on 
Improper Activities in the Labor and Management Field have revealed 
some serious misuses of union funds. In view of this, public disclosure 
of the financial reports and other statements filed under section 9 (f) 
and (g) would be in the interest both of the public and of labor union 
members. Both the President and the Secretary of Labor have recom- 
mended that this information be made public. Senate Joint Resolu- 
tion 94 would be a step toward curing some of the ills involved in the 
misuse of union funds. However, it is not of itself a complete answer 
to the problems which have been raised in connection with union 
funds. 

A joint resolution, which has the full force and effect of law, is an 
appropriate legislative method for obtaining the desired end of re- 
quiring public disclosure of the section 9 (f) and (g) information filed 
with the Secretary of Labor. The resolution would require the Sec- 
retary of Labor to make available to the public the information filed 
by labor organizations pursuant to section 9 (f) and (g) of the National 
Labor Relations Act, as amended. In order to provide orderly pro- 
cedures, the resolution authorizes regulations prescribing the manner 
in which the disclosures will be made. 

The following are the provisions of sections 9 (f) and (g): 


(f) No investigation shall be made by the Board of any 
question affecting commerce concerning the representation of 
employees, raised by a labor organization under subsection (c) 
of this section, no petition under section 9 (e) (1) shall be 
entertained, and no complaint shall be issued pursuant to a 
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charge made by a labor organization under subsection (b) of 
section 10, unless such labor organization and any national or 
international labor organization of which such labor organi- 
zation is an affiliate or constituent unit (A) shall have prior 
thereto filed with the Secretary of Labor copies of its 
constitution and bylaws and a report, in such form as the 
Secretary may prescribe, showing— 

(1) the name of such labor organization and the 
address of its principal place of business; 

(2) the names, titles, and compensation and allow- 
ances of its three principal officers and of any of its 
other officers or agents whose aggregate compensation 
and allowances for the preceding year exceeded $5,000, 
and the amount of the compensation and allowances paid 
to each such officer or agent during such years; 

(3) the manner in which the oflicers and agents 
referred to in clause (2) were elected, appointed, or 
otherwise selected; 

(4) the initiation fee or fees which new members are 
required to pay on becoming members of such labor 
organization; 

(5) the regular dues or fees which members are re- 
quired to pay in order to remain members in good 
standing of such labor organization; 

(6) a detailed statement of, or reference to provisions 
of its constitution and bylaws showing the procedure fol- 
lowed with respect to, (a) qualification for or restrictions 
on membership, (b) election of officers and stewards, 
(c) calling of regular and special meetings, (d) levying 
of assessments, (e) imposition of fines, (f) authorization 
for bargaining demands, (g) ratification of contract 
terms, (h) authorization for strikes, (i) authorization for 
disbursement of union funds, (j) audit of union financial 
transactions, (k) participation in insurance or other 
benefit plans, and (1) expulsion of members and the 
grounds therefor; 

and (B) can show that prior thereto it has— 

(1) filed with the Secretary of Labor, in such form as 
the Secretary may prescribe, a report showing all of (a) 
its receipts of any kind and the sources of such receipts, 
(b) its total assets and liabilities as of the end of its last 
fiscal year, (c) the disbursements made by it during such 
fiscal year, including the purposes for which made; and 

(2) furnished to all of the members of such labor 
organization copies of the financial report required by 
paragraph (1) hereof to be filed with the Secretary of 
Labor. 

(g) It shall be the obligation of all labor organizations to 
file annually with the Secretary of Labor, in such form as the 
Secretary of Labor may prescribe, reports bringing up to 
date the information required to be supplied in the initial 
filing by subsection (f) (A) of this section, and to file with 
the Secretary of Labor and furnish to its members annually 
financial reports in the form and manner prescribed in sub- 
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section (f) (B). No labor organization shall be eligible for 
certification under this section as the representative of any 
employees, no petition under section 9 (e) (1) shall be enter- 
tained, and no complaint shall issue under section 10 with 
respect to a charge filed by a labor organization unless it can 
show tbat it and any national or international labor organ- 
ization of which it is an affiliate or constituent unit has 
complied with its obligation under this subsection. 


The Secretary of Labor has submitted the following report on the 

joint resolution, recommending its enactment: 
May 24, 1957. 
Hon. Lister HI11, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

Dear Senator Hitt: This is in further response to your request 
for a report on Senate Joint Resolution 94, a joint resolution directing 
that the financial reports and other information filed with the Secre- 
tury of Labor pursuant to subsections (f) and (g) of section 9 of seec- 
tion 9 of the National Labor Relations Act, as amended, be mad 
available to the public. The resolution provides that this information 
shall be made available in accordance with regulations prescribed by 
the Secretary of Labor. 

Recent investigations and hearings by the Select Commiitee on 
Improper Activities in the Labor or Manegement Field have revealed 
serious misuses of union funds. One means of meeting this situation 
would be a requirement that all unions file comprehensive statements 
of their finances which could be made available to the public. A first 
step in this direction would be to authorize the public disclosure of 
the financial and other information filed by unions under the National 
Labor Relations Act. This information includes, among other things, 
statements of salaries and allowances of union officers and employees, 
and union receipts, disbursements, assets and liabilities. ‘This in- 
formation cannot now be made public without legislative authoriza- 
tion. Direction to do so such as provided in Senate Joint Resolution 
94 would appear to be the most desirable and expeditious way of ac- 
complishing this objective. 

I consider that the enactment of Senate Joint Resolution 94 would 
be in the interest of the public and of the members of labor organiza- 
tions and I urge that it be given prompt and favorable consideration. 

The Bureau of the Budget advises that it has no objection to the 
gubmission of this report and that enactment of this resolution would 
be in accord with the program of the President. 

Sincerely yours, 
James P. Mircue nt, Secretary of Labor. 


O 
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SALE OF HOUSING PROJECTS IN ILLINOIS 


Avaust 19, 1957.—Ordered to be printed 





Mr. SpaARKMAN, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


[To accompany 8. 2460] 


The Committee on Banking and Currency, to whom was referred 
the bill (S. 2460) to authorize the sale of certain war-housing projects 
to the city of Decatur, Ill., or to the Decatur Housing Authority, 
having considered the same, report favorably thereon with an amend- 
ment and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


This bill would authorize and direct the Housing and Home Finance 
Administrator to sell and convey to the city of Decatur, IIl., or to the 
Decatur Housing Authority war-housing projects ILL-11218 and 
ILL-11219. Section 614 of the Lanham Act now provides that all 
permanent Lanham Act housing not sold by January 1, 1957, be 
advertised and sold as expeditiously as possible to the highest bidder. 
This bill, therefore, would suspend section 614 to permit the Housing 
and Home Finance Administrator to sell the North Jasper Homes 
project (ILL-11218 and ILL~-11219) to the city of Decatur, Ill., or to 
the Decatur Housing Authority for $266,000. 

This bill further provides that the purchase price shall be paid at the 
time of closing or in such installments as may be agreed upon by the 
Housing and Home Finance Administrator over a period not to ex- 
ceed 5 years. ‘The bill also provides that if at the end of 5 years the 
structures and dwelling units involved have not been demolished, the 
city of Decatur or the Decatur Housing Authority shall pay an 
additional amount, to be determined by the Housing and Home Finance 
Administrator, to the United States for each month beyond the stated 
5-year period that such structures and dwelling units have not been 
demolished. In addition, the bill provides that any sale pursuant to 
this bill shall be made within 4 months after the date of enactment of 
the legislation. 
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The North Jasper Homes project was originally constructed as two 
projects—ILL-11218 and ILL-11219. The ILL-11218 project was 
developed with funds provided by Public Law 849, 76th Congress, as 
amended. Construction was completed in 1945. This pr oject origi- 
nally contained 30 single-family dwelling units on scattered sites 
which have been or will be sold to tenants and veterans. The remain- 
ing units of this project which are authorized to be sold by this bill are 
60 dwelling units in 30 duplex structures, and 60 dwelling units in 15 
four-family buildings. All structures are one-story frame on concrete 
piers. The project ; ILL-11219 was developed with funds provided by 
Public Law 375, 78th Congress. Construction was completed in 
February 1945. This project ‘consists of 60 permanent family-dwelling 
units in 10 six-family buildings. These structures are all two-family 
frame buildings on concrete piers. 

The 180 units are located on approximately 22.452 acres of land in 
the northeast part of Decatur just outside the city limits. The bill 
also authorizes the sale of an administration building as a part of the 
project. City officials informed the committee that the primary 
purpose for acquiring this project is to control the future use of 
underlying land and to prevent its development into a slum area, 
The city, therefore, desires to purchase these projects under the 
stipulation that they will be used for a period not in excess of 5 years, 
after which they will be demolished. 

The Acting Administrator of the Housing and Home Finance Agency 
reports on the bill as follows: 


Hovusine AND Home Finance AGENcy, 
OFFICE OF THE ADMINISTRATOR, 
Washington, D. C., August 13, 1957, 
Re S. 2460, 85th Congress. 
Hon. J. W. Fuusricur, 
Chairman, Committee on Banking and Currency, 
United States Senate, Washington 25, D. C. 

Dear Mr. Cuatrman: This is in further reference to your letter 
of July 8 and to informal inquiries by Messrs. Semer and O’Neil of 
your staff concerning S. 2460, a bill to authorize the transfer of cer- 
tain housing projects to the city of Decatur, Ill., or to the Decatur 
Housing Authority. If the 180 housing units referred to in the bill, 
including the underlying land, were to be appraised on the assumption 
that the structures will be removed after 5 years, we believe that the 
resulting evaluation would be $266,000. In our opinion also, a fair 
return to the Federal Government for the continued on-site use of the 
structures after a 5-year period would be $25 per unit per month. 

Sincerely yours, 
Waiace Mason, 
Acting Administrator. 


The committee bill authorizes the city of Decatur to utilize these 
structures for 5 years only. The bill further provides for the payment 
of a penalty to the United States if the structures are not demolished 
before the expiration of that 5-year period. No attempt has been 
made to establish a specific dollar penalty to be paid for failure to 
comply with the demolition requirement, as the committee feels that 
such an amount should best be left to the determination of the Housing 
and Home Finance Administrator, who could prescribe the amount in 
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the contract of sale. The committee, however, has noted the state- 
ment in a letter of August 13, 1957, to the chairman from the Acting 
Administrator of the HHF 4A, in which it is stated that— 


“a fair return to the Federal Government for the continued 
on-site use of the structures after a 5-year period would be 
$25 per unit per month.” 


AMENDMENT 


The committee amended the bill by striking everything after the 
enacting clause and inserting new language which incorporates in the 
bill the sale price of the property, the time during which the sale must 
be consummated, and various other minor technical changes. 


SUMMARY 


This bill authorizes the sale of Government-owned war housing to 
a municipality or a local agency of the municipality for a price of 
$266,000. The committee believes that this bill is in the public 
interest and recommends its approval. 


O 
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SUBCOMMITTEE ON DISARMAMENT 





Avcust 20, 1957.—Ordered to be printed 





Mr. Green, from the Committee on Foreign Relations, submitted the 
following 


REPORT 


[To accompany S. Res. 192] 


The Committee on Foreign Relations, having had under considera- 
tion the matter of the continuation of the Subcommittee on Dis- 
armament created pursuant to Senate Resolution 93 of the 84th 
Congress, as amended, and Senate Resolution 151 of the 85th Congress 
reports an original resolution, Senate Resolution 192, to continue the 
subcommittee until January 31, 1958, and recommends that it do 

ass. 

: The Subcommittee on Disarmament has been engaged in an ex- 
tensive study into the question of the control and reduction of arma- 
ments. Its study has been pursued through several days of public 
hearings and through the issuance of a number of staff studies. The 
subcommittee has also been meeting recently with representatives of 
the Department of State on a weekly basis to receive information 
regarding current negotiations on disarmament. 

As provided in the resolution which created it, the subcommittee 
consists of 6 Senators from the Foreign Relations Committee, 4 
Senators from the Armed Services Committee, and 2 Senators from 
the Joint Committee on Atomic Energy. 

The present members are: Senator Humphrey, chairman, and 
Senators Byrd, Sparkman, Pastore, Symington, Long, Bridges, Wiley, 
Hickenlooper, Saltonstall, Knowland, and Bricker. 

The Subcommittee on Disarmament was created by Senate Reso- 
lution 93 in July 1955. It was extended until June 30, 1956, by Senate 
Resolution 185; until January 31, 1957, by Senate Resolution 286; 
until June 30, 1957, by Senate Resolution 61; and until August 31 
by Senate Resolution 151. 

On August 20, 1957, the Committee on Foreign Relations consid- 
ered the need of the continuation of the subcommittee and concluded 
that, because of the present status of international disarmament 
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negotiations, the subcommittee should be extended to January 31, 
1958. Senate Resolution 192 provides such an extension as well as 
$30,000 to meet the subcommittee’s expenses during the next 5 months, 
To date, the subcommittee’s expenses have been $89,500. 

The committee recommends prompt Senate approval of the reso- 


lution. 
O 
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GRANTING TO THE TERRITORY OF ALASKA TITLE TO 
CERTAIN LANDS BENEATH TIDAL WATERS 


Avaust 20, 1957.—Ordered to be printed 


Mr. Jackson, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 6760] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 6760) to grant to the Territory of Alaska title to 
certain lands beneath tidal waters, and for other purposes, havin 
considered the same, report favorably thereon with amendments an 
recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 2, line 1, after the word “Army” delete everything to and 
including ‘‘waters” on page 2, line 3. 

Page 2, line 3, following the word “Provided,” insert: 


That the pierhead line shall be a line parallel to the existing 
line of mean low tide at such distance offshore from the line of 
mean low tide that said pierhead line shall encompass, to the 
landward, all stationary, manmade structures (but shall not 
encompass any part of breakwaters, bridges, or piers used for 
vessel dockage which part extends beyond such a parallel line 
marking the seaward extremity of other manmade structures) 
which were in existence as of February 1, 1957, to the seaward 
of the particular townsite for which the pierhead line is being 
established, and shall encompass no more: And provided 
further, 


Page 2, line 11, following the words “‘pierhead line’”’ add a new sen- 
ge 2, | g 
tence reading— 


For the purposes of this Act, the term “line of mean high 
tide” shall mean the meander line as heretofore established 
by Government survey, or, in the event that such a survey has 
not been made, the present line of mean high tide. 
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Page 2, line 19, following the word “Territory” delete the period 
and substitute a comma and add: 


in the same manner and subject to the same conditions as set 
forth in this Act for lands lying offshore of townsites which 
are now surveyed. 


Page 3, line 14, following the word “tract’’ delete the period and 
substitute a colon and add: 


Provided, That all oil, gas, or other minerals shall be reserved 
to the Territory in the event that any part or all of said 
granted lands are sold or disposed of to a political subdivision 
or to any other person or organization, such minerals to be 
subject to exploitation under mineral lease from the Terri- 
tory only. 


Page 4, line 5, following the figure ‘‘3.’’ insert a new sentence which 
reads as follows: 


Any lands which are (1) within the purview of section 2 (a) 
of this Act, and (2) situated to the seaward of the “‘coastline” 
as that term is defined in section 2 (c) of the Submerged 
Lands Act of 1953 (67 Stat. 29) shall be subject to the said 
Submerged Lands Act and, as to such lands, the Territory 
shall have equal title, right, and interest as is accorded to 
States which sre subject to that Act in relation to their 
similar lands; all other lands which come within the purview 
of section 2 (a) of this Act shall be subject to the provisions 
of this Act. 


Page 4, line 5, following the word “of’’, add “‘the first sentence of 
this section and the operation of”’. 

Page 6, line 22, following the word “‘is” insert ‘‘now or in the future”, 

Page 7, line 4, following the word “lines” delete the comma and 
everything thereafter to and including the comma following the word 
“waters” on page 7, line 6. 

The purpose of H. R. 6760, as amended, is to grant to the Territory 
of Alaska title to certain tidelands, filled lands, and submerged lands 
lying offshore of townsites in the Territory. The lands to be granted 
are those lying to the seaward of the meander line as it was established 
in the past by Government survey or, if there is no such surveyed 
meander line, to the seaward of the present line of mean high tide; 
and such grant extends only to the “pierhead line’’ as defined in sec- 
tion 1 (b) of the bill, as amended. 

The pierhead line is intended to be a line parallel to the line of mean 
iow tide which will enclose within the granted area all stationary 
manmade structures which were occupying or supported by sub- 
merged lands as of February 1, 1957. The pierhead line is not in- 
tended to encompass bridges, docks, breakwaters or such structures 
which jut out into the water to protect the harbor or to serve as vessel- 
docking facilities nor floating structures. However, if such structures 
or parts of them are included within the limit of such a pierhead line 
which passes through the most seaward point occupied by other 
structures, then the lands beneath such docks or breakwaters or 
parts of them would be included within the grant. In short, a line 
with the same contours as the line of mean low tide will be moved out 
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in the water to that point where it includes the furthest extremity of 
structures other than floating structures, bridges, docks, and break- 
waters; everything to the landwend of such line up to the meander line 
will be granted to the Territory. The lateral limits of the granted 
lands will be fixed by an extension of those townsite boundary lines 
which extend from inland to the shore. 

The committee deemed it wise to restrict the seaward limit of the 

ant to include the outer limit of such existing structures rather than 
eave broad discretion in the Secretary of the Interior as to where the 
boundary would be located. 

In the coastal States submerged lands in front of areas that face the 
open sea are subject to the Submerged Lands Act of 1953. The bill 
would apply in most cases to lands under inland tidal waters which will 
never be subject to the Submerged Lands Act. However, some of the 
land to be subject to the bill may face the open sea; and, therefore, 
the committee applied the Submerged Lands Act to the appropriate 
lands to prevent confusion or discrimination in the event that state- 
hood is granted or the Submerged Lands Act is otherwise applied to 
Alaska generally. 

The committee deemed it wise to assure that the minerals in the 
granted lands would remain the property of the Territory. The 
existing law of the Territory allows to occupants a preference right to 
acquire the lands they occupy, but the committee felt that, whatever 
equitable claims occupants may have to acquire title to the surface, 
such claims, if any, do not apply to minerals which may be discovered. 
A Territorial asset will thus be preserved, subject to exploitation under 
Territorial mineral leases. 

By the act of May 14, 1898 (30 Stat. 409; 48 U. S. C., sec. 411) 
the tidelands in Alaska, defined as those lands lying between the line 
of mean high tide and the line of mean low tide, were reserved for 
the future State and consequently they can be disposed of only at 
the direction of Congress. By the same act, the Department of the 
Interior was designated to administer the lands but without the 
authority to dispose of them, to lease them, or to grant, in any 
permanent form, permission to use them. Special land-use permits 
are issued but they are of little value to the permittees for they 
are revocable at will, prohibit the construction of permanent improve- 
ments, and confer no right to preference. 

Over the years there has been considerable development in south- 
east Alaska on fills and pilings over the tidelands and even beyond 
over the submerged lands. Included among these improvements 
are not only docks and warehouses but also streets, hotels, stores, 
schools, and private residences. Some of these structures predate 
the acquisition of Alaska by the United States. Méillions of dollars 
worth of improvements are involved. The situation is constantly 
ne more complicated with growth and expansion of southeast 

aska, 

Actually, under existing statutes, many of the structures constitute 
trespass because of the lack of authority to legalize the occupancy of 
the lands where permanent improvements are involved. While 
bringing trespass charges against the owners would eliminate the 
structures, a substantial portion of Alaska’s real-property assets would 
be destroyed without serving the desired purpose. Moreover, a sub- 
stantial source of revenue to the Territory is being lost because there 
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is no authority for the administration of the tidelands and, con- 
sequently, no rentals are being paid or purchase fees collected because 
no patents can be issued. Private investors refuse to interest them: 
selves. in property or construction under these circumstances. 

The bill does not authorize the appropriation of any Federal funds, 

Section 1 of the bill defines the terms used in the bill, and states the 
method by which the “‘pierhead line” will be established. As the bill 
is amended the word “‘pierhead” may lose its normal meaning insofar 
as it is applied in this bill, because the ends of some piers may, in fact, 
be to the seaward of the “pierhead line.” 

Section 2 grants to the Territory the tidelands, filled lands, and 
submerged lands to the seaward of surveyed townsites between the 
line of mean high tide, as previously established by a surveyed meander 
line (or the present line of mean high tide if the area has not’ been 
surveyed), and the pierhead line. The grant is explained and modified 
by section 3. Ifthe Territory disposes of any of the granted lands, the 
persons who occupied the land at the date of approval of the: bill will 
have a preference right to purchase or lease the occupied lands. Such 
preference will apply even though the Territory transfers land to a 
town or school district which, in turn, disposes of the lands. The 
section preserves the Federal powers over flood control and navigation, 

Section 3 states limitations, exceptions, and explanations of the grant 
contained in section 2. Those lands which are affected by the bill 
and which would come within the description of the type of lands which 
is elsewhere subject to the Submerged Lands Act of 1953 are placed 
within the terms of that act by this bill. Other lands affected by this 
bill are subject only to this bill. Lands underlying a housing project 
in Juneau will not be granted to the Territory, and the United States 
retains the oil and gas deposits to the seaward of the line of mean low 
tide along the Arctic coast of Naval Petroleum Reserve No. 4. 
The exceptions contained in section 3 are intended to apply whether 
the lands are made subject to the Submerged Lands Act or whether 
they are otherwise transferred pursuant to this bill. 

Section 4 retains in the United States all of the Federal rights and 
servitudes which apply to similar areas of the United States, and 
retains the Federal right of first refusal to purchase natural resources 
which may be required for national defense. 

Section 5 preserves outstanding private rights and claims in status 
quo but does not affect the validity of any claim in any way. 

Section 6 authorizes the Secretary of the Interior to survey exterior 
boundaries of existing and future communities. Upon the Secretary’s 
acceptance of such a survey the community will be a “surveyed 
townsite” for the purposes of the bill. Thus, new communities and 
newly surveyed communities may acquire the lands which are de- 
scribed in the bill when they acquire the status of “surveyed town- 
sites.” Section 6 also authorizes the Secretary of the Army to 
—— the pierhead lines necessary to carry out the terms of the 

An executive communication from the Department of the Interior 
follows: 





' 


Ss od = 


oF KF ODO ee 


.- § Dt Dee Ree cts 


sa 


n a 


“= 


he OD 


GRANTING ALASKA TITLE TO CERTAIN LANDS 5 


Unitep Srates DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 20, 1957. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D. C. 

Dear Mr. Speaker: Enclosed is a draft of a bill to grant to the 
Territory of Alaska title to certain lands beneath tidal waters, and 
for other purposes, 

We request that the proposed bill be referred to the appropriate 
committee for consideration, and we recommend that it be enacted. 

The tidelands in Alaska, which are those lands lying between 
the line of mean high tide and the line of mean low tide, are reserved 
for the future State by section 2 of the act of May 14, 1898 (30 Stat. 
409; 48 U. S. C., sec. 411). Consequently, these tidelands may be 
disposed of only as the Congress provides in the future. In the mean- 
time this Department has the responsibility of administering these 
lands, without the authority to dispose of them, to lease them, or to 
grant, in any permanent form, permission to use them. We do, 
through the Bureau of Land Management of this Department, issue 
special land-use permits, but they are of little value to the permittees 
for they are revocable at will, prohibit the construction of permanent 
improvements, and confer no right to preference. 

Despite these circumstances, there has been along Alaska’s coastline, 
particularly in the southeastern section, considerable development 
on fills and pilings over the tidelands and even beyond, over the 
submerged lands, because the topographic nature of the uplands 
precludes expansion in an inland direction. Included among im- 
provements of this type are not only docks and warehouses, but also 
streets, commercial establishments, hotels, schools, and residences. 
A iarge part of the commercial and business sections of several towns, 
including Juneau, Ketchikan, Cordova, and Valdez, is located on 
tidelands and the submerged lands beyond. This condition has 
existed for several decades, and in some cases predates the acquisition 
of Alaska by the United States. The improvements concerned are 
estimated to be valued in the many millions of dollars. This situation 
is constantly becoming more complicated and unmanageable because 
of the growth and expansion in these areas. 

This condition has resulted in the United States being forced to 
ignore many of these improvements on tideflats, which under existing 
statutes actually constitute trespass, because we lack authority to 
legalize the occupancy of these lands where permanent improvements 
are involved. Bringing trespass charges would result in the elimina- 
tion of a substantial portion of Alaska’s real property assets, would 
greatly hinder further development, and would serve no useful 
purpose. Moreover, substantial sources of revenue to the Territory 
are being lost because there is no proper authority for the adminis- 
tration of the tidelands. Virtually no rental has ever been paid for 
the use of the land which these improvements occupy, and no purchase 
fees have been collected because no patents could be issued. Finally, 
the difficulty of a private party obtaining a recognized legal interest 
in these lands creates an unhealthy climate for the investment which 
is so greatly needed if Alaska is to grow. 
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The proposed bill is designed to rectify this situation. There would 
be transferred to the Territory of Alaska title to the tidelands lyin 
seaward of surveyed townsites. Since much of the development an 
occupation has been beyond the line of mean low tide the bill provides 
for the conveyance of land between the line of mean high tide and 
the pierhead line established now or to be established in the future 
by the Corps of Engineers. This pierhead line would be the outer 
limit of manmade facilities, and the Department of the Army would 
be authorized and directed to establish such pierhead lines at the 
request of this Department. The Territory would be required in 
the disposition of any tract of land transferred to it under this act 
which is occupied or developed to give a preference right to the person 
or persons occupying or developing the tract, or to dispose of it to the 
town or school district to which the lands are adjacent. A town or 
school district acquiring such lands would be similarly required to 
afford a preference right to the person or persons occupying the tract. 
In any siutation where the tract was found to be occupied by a person 
other than the owner of the improvements thereon, the owner would 
be regarded as the occupant. It is expected that in most cases the 
Territory would convey the transferred lands to towns or school dis- 
tricts, believing them to be better qualified to determine the existing 
rights of parties and believing that they should be permitted to direct 
the future development of their waterfronts. 

In Juneau, Alaska, there is located war housing project ALASKA- 
50083, under the control of the Housing and Home Finance Admin- 
istrator. This project was constructed on tidelands or filled lands 
which were formerly submerged. Because this project is of a different 
nature from the other improvements with which this proposed legis- 
lation is concerned, the land which it actually occupies, together with 
such easements in, over, through, or upon the adjacent tidal flats as 
are necessary to continue the existing main sewer line to deep water, 
would be excluded from the scope of this bill. 

As a result of the definition of ‘natural resources” in section 1, 
complete control of power development and commercial fisheries would 
remain in the United States. While oil and gas deposits elsewhere 
would be transferred to the Territory, the ownership of those along 
the Arctic coast of Naval Petroleum Reserve No. 4 would be retained 
by the United States. The bill also protects the rights of Indians, 
Aleuts, and Eskimos. Finally, there are provisions in the bill to 
safeguard rights of the United States which are essential to the carrying 
out of its responsibilities such as navigation and national defense. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this proposed legislation. 

Sincerely yours, 
HatFietp CHILSON, 
Assistant Secretary of the Interior. 


The Committee on Interior and Insular Affairs recommends 
enactment of H. R. 6760, as amended, and believes it to be of vital 
importance to the stabilization and development of the Alaskan 
economy. 

O 
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Avucust 20, 1957.—Ordered to be printed 





Mr. O’Manoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 3367] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 3367) to amend section 1867 of title 28 of the United States 
Code to authorize the use of certified mail in summoning jurors, hav- 
ing considered the same, reports favorably thereon, without amend- 
ment, and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to authorize the use of 
certified mail as well as registered mail for summoning jurors for 
service in Federal courts. 

STATEMENT 


Title 28 of the United States Code now provides in section 1867 that 
each person drawn for jury service may be served personally or by 
registered mail. 

The proposed legislation would permit the use of certified mail as 
well as registered mail for this purpose. 

The proposed legislation has been requested by the Administrative 
Office of the United States Courts on behalf of the Judicial Conference 
of the United States. It has also been recommended by the Post Office 
Department and by the Department of Justice. 

Certified mail was established by the Post Office Department in 1955 
as a method less expensive than registered mail for the handling of 
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items for which proof of delivery is required but which possess no 
monetary value. 

Jury notices, possessing no monetary value but for which proof of 
delivery is required, fall into the class of items for which certified mail 
was designed. 

The Administrative Office of the United States Courts has advised 
the Congress that the use of certified mail for jury notices will result 
in an estimated annual saving of $12,000 in the operation of the jury 
system. 

The committee believes that the proposed legislation is meritorious 
and recommends it favorably. 

Attached and made a part of this report are the reports on the 

roposed legislation from the Administrative Office of the United 
States Courts, the Post Office Department, and the Department of 
Justice. 


ADMINISTRATIVE OFFICE OF THE UNITED States Courts, 
Washington, D. C., January 7, 1957. 
Hon. Sam Raysurn, 
Speaker of the House of Representatives, 
Washington, D.C. 


Dear Mr. Speaker: On behalf of the Judicial Conference of the 
United States I transmit herewith for the eonsideration of the Con- 
gress the draft of a bill approved by the Conference, which would 
authorize the use of “certified mail” in addition to “registered mail” 
for the summoning of jurors for service in the United States district 
courts. 

Certified mail is the recent development of the Post Office Depart- 
ment designed to insure delivery of a letter and to furnish proof of 
its delivery. It is less than one-half as expensive as registered mail 
which was designed originally for the transmission of papers and 
documents of intrinsic value, and its use will avoid an unnecessary 
expenditure of money in the judicial process without impairment of 
the functions of the courts. The economy stems entirely from a 
streamlined procedure for the administrative handling of such mail 
within the postal system. Return receipts identical to those now in 
use with registered mail are available with certified mail. 

It has been conservatively estimated that the use of certified mail 
will result in an annual saving of $12,000 in the operation of the jury 
system. I hope the bill may be introduced in the House and referred 
to the appropriate committee for consideration. If the committee 
desires inditional information with regard to the proposed legislation, 
T shall be glad to furnish it. 

Yours sincerely, 
Ex:more Wurtrenvrst, Acting Director. 
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Orricr OF THE Postmaster GENERAL, 
Washington, D. C., March 8, 1957: 
Hon. EMANvEL CELLER, 
Chairman, Committee on the Judiciary, 
- House of Representatives. 

Dear Mr. Cuatrman: Reference is made to your request for a 
report on H. R. 3367, a bill to amend ‘section 1867 of title 28 of the 
United States Code to authorize the use of certified mail in summoning 

urors. 

The bill H. R. 3367 merely amends existing law to include reference 
to “certified mail” in addition to “registered mail” as an authorized 
means of serving notices on persons drawn for jury service. 

This Department is in favor of enactment of H.R, 3367. 

Notices served on persons drawn for jury service have no intrinsic 
yalue. The purpose of having the notices served or transmitted. b 
registered mail is to establish proof of mailing and delivery throug 
the system of receipts provided for such mail.’ The ‘same’ purpose 
now can be served by the use of‘ the certified mail ‘service. | 

The certified mail service established’ by the Postmaster’ General 
now provides a cheaper means for’the transmission of documents such 
as those covered by H. R. 3367. Proof of mailing and handling -is 
available through the system of receipts given at the time of mailing 
and taken at the time of delivery of the certified mail. ‘If the sender 
so desires, he may obtain a return receipt as evidence of delivery. 

The Bureau of the Budget has advised that there would’ be'no ob- 
jection to the submission of this report to the committee. 

Sincerely yours, 
Mavrice H. Srans, 
Deputy Postmaster General. 


DEPARTMENT OF JUSTICE, 
Washington, D. C., March 11, 1957. 
Hon. Emanvuet CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 

Dear Mr. Cuatrman: This is in response to your request for the 
views of the Department of Justice concernin the bill (H. R. 3367) 
to amend section 1867 of title 28 of the United States Code to authorize 
the use of certified mail in summoning jurors. 

Section 1867 of title 28, United States Code, now provides for the 
summoning of jurors by either personal or registered mail service. 
This bill would amend the section so as to authorize the use of the 
more economical, yet equally effective, certified-mail procedures 
recently established by the Post Office Department. 

The Department of Justice recommends the enactment of this 
legislation. 
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The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 
Sincerely, 
Wuu1am P. Rogers, 
Deputy Attorney Genzral. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXTX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italics, 
existing jaw in which no change is proposed is shown in roman) : 


Trrtz 28, Section 1867, Unirep States Copz 


§ 1867. Summoning jurors. 


When the court orders a grand or petit jury to be drawn the clerk 
shall issue summons for the aes number of jurors and deliver 
them to the marshal for service. 

Each person drawn for jury service may be served personally or by 
registered or certified mail addressed to such person at his usual 
residence or business address. 

Such service.shall be made by the marshal who,shall attach to his 
return the:addressee’s receipt for the registered or certified summons, 
where service is made by mail. 


O 
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Mr. O’Manoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 4193) 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 4193) to amend section 1716 of title 18, United States Code, 
so as to conform to the act of July 14, 1956 (70 Stat. 538-540), having 
considered the same, reports favorably thereon without amendment 
and recommends that the bill do pass. 


PURPOSE 


The purpose of this legislation, primarily, is to adjust the penal pro- 
visions of the postal laws where death or injury results from the mail- 
ing of explosive, poisonous, and other nonmailable articles, in violation 
of section 1716 of title 18 of the United States Code entitled “Crimes 
and Criminal Procedure.” 


STATEMENT 


The legislation does three things: (a) It provides for the death 
penalty or life imprisonment, where death results from nonmailable 
articles mailed in violation of title 18, United States Code, section 
1716; (b) it increases the present penalty from 10 years to 20 years 
where nonmailable matter is mailed with intent to kill or injure another 
or injure the mails or other property but where death does not result; 
and (c) it reduces the penalty from 2 years to 1 year (from a felony to 
a misdemeanor) for mailing anything declared nonmailable under 
section 1716. 
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As a result of the destruction of a commercial airliner over Long- 
mont, Colo., on November 1, 1955, resulting in the death of 44 persons, 
Congress enacted Public Law 709, 84th Congress (18 U.S. C. ch. 2; 
70 Stat. 538-540), to prescribe penalties, including the death penalty, 
to punish the willful damaging or destroying of aircraft or motor 
vehicles with explosive substances. There is no similar provision with 
respect to bombs sent in the mails which are transported by railroad, 
trucks, and other means of transportation. In such cases when death 
results the matter is subject to State jurisdiction. It is felt that 
matters of this kind should also be subject to Federal jurisdiction. 

At the ‘hearing, a statement was submitted disclosing that many 
deaths have resulted through the mailing of bombs. Some 20 years 
ago 6 parcels, each containing a bomb, were mailed at Wilkes-Barre, 
Pa. Three of the parcels exploded, causing the death of 3 persons 
and seriously injuring 2 others. At Easton, Pa., six parcels containing 
bombs also were sent in the mails. One of the parcels exploded in 
the post office, killing two postal clerks, and a munitions expert of 
the Du Pont Co. was killed while-attempting to open another parcel. 

A few months after the mailing of the bombs at Wilkes-Barre, Pa., 
® parcel containing a bomb was mailed at,Cape.Charles, Va, The 
addressee of the parcel was killed and ‘his wife was painfully injured. 
During 1956 a homemade bomb exploded in a mailpouch in the main 
post office at New Orleans, La., causing injury to two mail handlers. 
Bombs were found in the mails! during 1956 at Salinas, Calif., and at 
Tribbey, Ky. Fortunately, these bombs failed to explode because of 
defects. 

During 1952 two postal employees were injured at Salt Lake City, 
Utah, by an explosion believed to have been caused by a bomb con- 
tained in.a mailpouch. Other illustrations could be cited of death, 
personal injury, and property damage resulting from bombs. being 
sent through the mail. As of February 20, 1957, 64 arrests had been 
made for the mailing of explosives. 

The desire of persons to kill or injure other persons has not been 
confined to the mailing of bombs. As of February 20, 1957, there 
had been 168 arrests for the mailing of poisons. 

At the present time, a person who mails explosives, poisons, and 
other matter prohibited by title 18, United States Code, section 1716, 
“with imtent to kill or injure another, or injure the mails or other 
property,” even though death may result, is subject, as far as Federal 
prosecution is concerned, only to a fine of not more than $10,000 or to 
imprisonment for not more than 10 years or both. It is therefore pro- 
posed to increase the penalties of section 1716 and make them sim- 
ilar to Public Law 709, 84th Congress, relating to the destruction of 
aircraft or motor vehicles by explosive substances. 

The other two changes that would be made by this legislation to the 
penal provisions of section 1716 are: 

(1) to increase from 10 years to 20 years the time for which 
person.may be imprisoned when convicted of a violation of section 
1716 “with the intent to kill or injure another, or injure the mails 
or other property” but where death does not result; and 

(2) decrease from 2 years to 1 year the time for which a person 
may be imprisoned for knowingly violating the provisions of 
section 1716 where death or injury has not occurred or where the 
intent to kill or injure another or injure the mails or other property 
is not involved. 
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It is the view of the Post Office Department that it is as grave an 
offense to send explosives or other injurious articles through the mails 
with the intent to kill or injure another, or injure the mails or other 
property, as it is to place explosives on aircraft or motor vehicles 
carrying persons or property. The penalty for the latter crime under 
title 18, United States Code, settion 33 (Public Law 709, 84th Cong.), 
is a fine of “not more than $10,000,” or imprisonment for ‘‘not more 
than twenty years, or both.” Accordingly it is the intention to in- 
crease the penalty in the last paragraph of section 1716 of title 18, 
United States Code, from 10 years imprisonment to 20 years imprison- 
ment. 

The next to the last paragraph of title 18, United States Code, sec- 
tion 1716, makes it a felony to send prohibited articles in the mails 
even though there may be no intent to cause injury to persons or 
property. For example, it is a felony to send a bottle of iodine through 
the mails unless mailed in accordance with regulations of the Post- 
master General. Likewise, it is a felony for a person to send a box of 
cartridges by mail or to mail whisky or other intoxicating liquors. 

The Post Office Department feels that the penalty is too severe for 
such crimes, and should be reduced from 2 years’ imprisonment to 
1 year’s imprisonment, thereby making such a crime a misdemeanor 
instead of a felony. The deposit for mailing of injurious articles with 
a felonious intent would be fully covered by the last paragraph of the 
present statute. 

This legislation is sponsored by the Post Office Department, and 
has the approval of the Department of Commerce. The communi- 
cation from the Post Office Department notes that the Bureau of the 
Budget has no objection to the submission of this legislative proposal 
to Congress. 

After a careful study of the foregoing facts the committee is con- 
strained to recommend that this bill be favorably considered. 

Attached hereto and made a part hereof are the reports of the 
various departments and other pertinent material. 


Post Orrice DreparTMENT, 
Washington, D. C., January 28, 1957, 
Hon. Sam Raysurn, 
Speaker of the House of Representatives. 


Dear Mr. Spraker: Attached, for consideration by the Congress 
is a legislative proposal to amend section 1716 of title 18, United 
States Code, so as to conform to the act of July 14, 1956 (70 Stat. 
538-540). 

The act of July 14, 1956 (Public Law 709, 84th Cong., 2d sess.), 
prescribed penalties, including the death penalty, to punish the will- 
ful damage or destruction of aircraft or motor vehicles. However, 
section 1716 of title 18, United States Code, was not amended to make 
the penalties prescribed in that section conform to the penalties pre- 
scribed by the act of July 14, 1956. Section 1716 of title 18, United 
States Code, prohibits the mailing of explosives, infernal machines, 
and other articles which may kill or injure another. At the present 
time a person who knowingly deposits such articles in the mail or 
knowingly causes such articles to be delivered by mail is subject to a 
fine of not more than $1,000 or imprisonment for not more than 
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2 years or both. If a person knowingly deposits such articles in the 
mail or knowingly causes such articles to be delivered by mail with the 
intent to kill or injure another or injure the mails or other property; 
he is subject to a fine of not more than $10,000 or to imprisonment 
for not more than 10 years or both. The penal provisions of this law 
are not increased where death or bodily injury results. 

The penal provisions covering such mailings are contained in section 
1716 of title 18, United States Code, and provide, in part, as follows: 

“Whoever knowingly deposits for mailing or delivery, or knowingly 
causes to be delivered by mail, according to the direction thereon, or 
at any place at which it is directed to be delivered by the person to 
whom it is addressed, anything declared nonmailable by this section, 
unless in accordance with the rules and regulations authorized to be 
prescribed by the Postmaster General, shall be fined not more than 
$1,000 or imprisoned not more than two years, or both. 

‘Whoever knowingly deposits for mailing or delivery or knowingly 
causes to be delivered by mail, according to the direction thereon or 
at any place to which it is directed to be delivered by the person to 
whom it is addressed, anything declared nonmailable by this section, 
whether or not transmitted in accordance with the rules and regula- 
tions authorized to be prescribed by the Postmaster General, with 
intent to kill or injure another, or injure the mails or other property, 
shall be fined not more than $10,000 or imprisoned not more than ten 
years, or both.” 

Since 1940 the Postal Inspection Service has investigated 157 cases 
involving the mailing of poisons and 61 cases involving the mailing of 
explosives, including 4 cases involving the mailing of bombs during 
recent months. On February 18, 1956, an employee of the New 
Orleans, La., post office was injured by an exploding bomb. 

It is the view of this Department that action should be taken to 
amend section 1716 of title 18, United States Code, to increase the 
penal provisions applicable to cases where death or injury results from 
the mailing of articles in violation of that section. It is the further 
view of this Department that the penalties prescribed for the violation 
of section 1716 of title 18, United States Code, should be the same as 
the penalties prescribed for the violation of Public Law 709, approved 
July 14, 1956. The attached legislative proposal will accomplish the 
purpose desired, and its early enactment is urged by this Department. 

The enactment of this legislative proposal will not result in any 
increase in the expenditures of this Department. 

The Bureau of the Budget has advised that there would be no objec- 
tion to the submission of this legislative proposal to the Congress. 

Sincerely yours, 
Maurice H. Stans, 
Deputy Postmaster General. 


Apri 8, 1957. 
Hon. EManvet CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuarrman: This is in response to your request for the 
views of the Department of Justice relative to the bill (H. R. 4193) to 
amend section 1716 of title 18, United States Code, so as to conform 
to the act of July 14, 1956 (70 Stat. 538-540). 
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Section 1716 of title 18, United States Code, declares certain 
injurious articles to be nonmailable. Among the articles described in 
the section are “explosives, inflammable materials, * * * or other 
devices or compositions which may ignite or explode * * * and all 
other * * * material which may kill or injure another * * *.” This 
section prescribes a penalty consisting of a fine of not more than 
$1,000 and/or imprisonment for not more than 2 years for knowingly 
depositing or causing the delivery of aan nai matter. If the 
proscribed act is done with the intent to kill or injure another, or 
injure the mails or other property, a maximum fine of $10,000 and/or 
imprisonment for not more than 10 years are provided. The act of 
July 14, 1956, prescribes a penalty consisting of a maximum fine of 
$10,000 and/or imprisonment for not more than 20 years, for the 
willful destruction of aircraft or aircraft facilities, motor vehicles, or 
motor-vehicle facilities. It also provides for the imposition of the 
death penalty or imprisonment for life, in the discretion of the jury 
in jury cases or the court in nonjury cases, if death results from the 
commission of an act prohibited by the statute. Further, for the 
offense of imparting or conveying false information the act of July 14, 
1956, prescribes a maximum penalty of a $1,000 fine and/or imprison- 
ment for not more than 1 year. 

The bill here under consideration would amend section 1716 of 
title 18, United States Code, so as to make its penalty provisions 
conform with those prescribed in the act of July 14, 1956. Thus, 
for the comparatively minor offenses within the purview of section 
1716, the present maximum 2-year term of imprisonment would be 
reduced to 1 year, for the more serious offenses the maximum 10-year 
term of imprisonment would be changed to 20 years, and for cases in 
which death results from the prohibited activity the death penalty or 
life imprisonment could be imposed. 

The Department of Justice has no objection to the enactment of 
this legislation. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely, 
Wituram P. Rogers, 
Deputy Attorney General. 





DEPARTMENT OF COMMERCE, 
Washington, D. C., March 16, 1957. 
Hon. EManvet CELuer, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuatrman: This is in reply to your letter dated March 
6, 1957, advising of the forthcoming hearing on H. R. 4193, a bill to 
amend section 1616 of title 18, United States Code, so as to conform 
to the act of July 14, 1956 (70 Stat. 538-540). 

You are advised that the Department of Commerce favors the 
enactment of legislation for the purpose of H. R. 4193. Such legis- 
lation would be of benefit to transportation facilities generally and 
would provide protection to facilities which are not presently protected 
by the enactment of the act of July 14, 1956 (70 Stat. 538-540), by 
the 84th Congress. 
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Thank you for the opportunity to testify on this matter, but 
because of the peripheral interest of the Department in details of 
the legislation we defer to views of the Post Office Department in 
regard to such details and therefore limit our action to this submission 
of views for the record. 

We are advised by the Bureau of the Budget that it would interpose 
no objection to the transmission of this report. 

Sincerely yours, 
Water WILLIAMS, 
Acting Secretary of Commerce. 





INTERSTATE COMMERCE COMMISSION, 
Washington, D. C., March 20, 1957, 
Hon. EManvet CELuer, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear CaarrMan Cuuier: Your letter of March 6, 1957, requesting 
an expression of the Commission’s views on a bill, H. R. 4193, intro- 
duced by you, to amend section 1716 of title 18, United States Code, 
so as to conform to the act of July 14, 1956 (70 Stat. 538-540), has 
been referred to our Committee on Legislation. After consideration 
by that committee, I am authorized to submit the following comments 
in its behalf: 

H. R. 4193 would amend the penalty provisions of section 1716, 
title 18 of the United States Code, prohibiting the mailing of poisons, 
explosives, and other articles. This proposed legislation does not 
relate to the jurisdiction or functions of this Commission, and we are 
not, therefore, in a position to offer any helpful comments with 
respect to its merits. 

Respectfully submitted. 

CoMMITTEE ON LEGISLATION, 
OwEN CLARKE, Chairman. 
ANTHONY ARPAIA. 

Rosert W. MInor. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


TitLe 18, Unirep States CoprE 


§ 1716. Injurious articles as nonmailable 


All kinds of poison, and all articles and compositions containing 
poison, and all poisonous animals, insects, reptiles, and all explosives, 
inflammable materials, infernal machines, and mechanical, chemical, 
or other devices or compositions which may ignite or explode, and all 
disease germs or scabs, and all other natural or artificial articles, 
compositions, or material which may kill or injure another, or injure 
the mails or other property, whether or not sealed as first-class matter, 
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are nonmailable matter and shall not be conveyed in the mails or 
delivered from any post office or station thereof, nor by any letter 
carrier. 

The Postmaster General may permit the transmission in the mails, 
under such rules and regulations as he shall prescribe as to preparation 
and packing, of any such articles which are not outwardly or of their 
own force dangerous or injurious to life, health, or property. 

The Postmaster General is authorized and directed to permit the 
transmission in the mails, under regulations to be prescribed by him, 
of live scorpions which are to be used for purposes of medical research 
or for the manufacture of antivenin. Such regulations shall include 
such provisions with respect to the packaging of such live scorpions 
for transmission in the mails as the Postmaster General deems neces- 
sary or advisable for the protection of Post Office Department per- 
sonnel and of the public generally and for ease of handling by such 
personnel and by any individual connected with such research or 
manufacture. Nothing contained in this paragraph shall be construed 
to authorize the transmission in the mails of live scorpions by means 
of aircraft engaged in the carriage of passengers for compensation or 
hire. 

The transmission in the mails of poisonous drugs and medicines 
may be limited by the Postmaster General to shipments of such 
articles from the manufacturer thereof or dealer therein to licensed 

hysicians, surgeons, dentists, pharmacists, druggists, cosmetologists, 
arbers, and veterinarians, under such rules and regulations as he 
shall prescribe. 

The transmission in the mails of poisons for scientific use, and which 
are not outwardly dangerous or of their own force dangerous or in- 
jurious to life, health, or property, may be limited by the Postmaster 
General to shipments of such articles between the manufacturers 
thereof, dealers therein, bona fide research or experimental scientific 
laboratories, and such other persons who are employees of the Federal, 
a State, or local government, whose official duties are comprised, in 
whole or in part, of the use of such poisons, and who are designated 
by the head of the agency in which they are employed to receive or 
send such articles, under such rules and regulations as the Postmaster 
General shall prescribe. 

All spirituous, vinous, malted, fermented, or other intoxicating 
liquors of any kind are nonmailable and shall not be deposited in or 
carried through the mails. 

Whoever knowingly deposits for mailing or delivery, or knowingly 
causes to be delivered by mail, according to the direction thereon, or 
at any place at which it is directed to be delivered by the person to 
whom it is addressed, anything declared nonmailable by this section, 
unless in accordance with the rules and regulations authorized to be 
prescribed by the Postmaster General, shall be fined not more than 
$1,000 or imprisoned not more than [two years] one year, or both. 

Whoever knowingly deposits for mailing or delivery, or knowingly 
causes to be delivered by mail, according to the direction thereon or at 
any place to which it is directed to be delivered by the person to whom 
it is addressed, anything declared nonmailable by this section, whether 
or not transmitted in accordance with the rules and regulations au- 
thorized to be prescribed by the Postmaster General, with intent to 
kill or injure another, or injure the mails or other property, shall be 
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fined not more than $10,000 or imprisoned not more than [ten years] 
twenty years, or both. 

Whoever is convicted of any crime prohibited by this section, which has 
resulted in the death of any person, shall be subject also to the death 
penalty or to imprisonment for life, if the gury shall in its discretion so 
direct, or, in the case of a plea of guilty, or a plea of not guilty where the 
defendant has waived a trial by jury, if the court in its discretion, shall 


sv order. 
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85TH CONGRESS t SENATE / Report 
1st Session No. 1050 





PROVIDING FOR THE CONVEYANCE TO THE STATE OF 
FLORIDA OF A CERTAIN TRACT OF LAND IN SUCH 
STATE OWNED BY THE UNITED STATES 


Avecust 20, 1957.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. 2107] 


The Committee on the Judiciary, to which was referred the bill 
(S. 2107) to provide for the conveyance to the State of Florida of 
a certain tract of land in such State owned by the United States, 
having considered the same, reports favorably thereon, with amend- 
ments, and recommends that the bill do pass. 


AMENDMENTS 


On page 1, line 7, strike the words “that part of” and insert in lieu 
thereof the words “a tract of land about 300 feet square located in”. 
On page 1, beginning on line 9, strike the words: 
and more particularly described as follows: 
and insert in lieu thereof the following: 


approximately 2,150 feet east from the southwest corner of 
said section 34, containing two acres, more or less. 


On page 1, beginning on line 11, strike all down to and including 
the period on line 13, page 2. 

On page 8, line 10, strike the period, inserting a comma, and add 
the fo lowing, “which shall have the immediate right of entry there- 
on. 
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PURPOSE OF THE AMENDMENTS 


The purpose of the proposed amendments is to give a more gen- 
eral description of the property involved, since the metes and bounds 
description of the land contained in the bill may be erroneous for 
the description used does not appear to follow the reservation boun- 
dary lines. The State of Florida is to have an acceptable survey 
made of the tract to be conveyed which will be used as a basis for the 
description of the land in the deed of conveyance. 


PURPOSE 


The purpose of the proposed bill is to authorize and direct the At- 
torney General to convey by quitclaim deed to the State of Florida 
for use as a site for the State road department shortwave radio tower, 
all right, title, and interest of the United States, except as provided 
in this bill, to certain land in Leon County, Fla., and to provide 
such easements over adjoining lands of the Federal Government as 
may be necessary to provide access to the land authorized to be con- 
veyed. 

STATEMENT 


The Florida State Road Department is presently operating a two- 
way radio system on a tower site situated on the property of the 
United States Government now occupied by the Federal Correctional 
Institution in Leon County, Fla. This use is by authority of a letter 
of consent from the Bureau of Prisons. At the suggestion of the 
Bureau of Prisons, the State Road Department of Florida caused 
to be introduced the instant bill to obtain quitclaim title to the tower 
site. 

The bill as presented provided that the Attorney General could 
convey by quitclaim deed to the State of Florida the land in question, 
and such easements over adjoining lands as may be necessary to pro- 
vide access to the land. The State of Florida is required to pay the 
United States an amount equal to the fair market value of the Jand, 
as determined by the Attorney General after an independent appraisal. 
Such market value is to reflect any reservation, restriction, or condi- 
tion to which such conveyance is subject. The quitclaim deed would 
reserve to the United States all minerals, including gas and oil, in 
the land conveyed, and would provide for reversion of the property to 
the United States in the event it ceases to be used as a site for a State 
road department shortwave radio tower and is used for other pur- 
poses that would, in the opinion of the Attorney General, interfere 
with the use by the United States of the adjoining lands owned by 
it as a Federal correctional institution. 

The Bureau of Prisons and the Department of Justice favor enact- 
ment of the bill with the amendments now proposed. 

The committee believes that this legislation should be favorably 
considered inasmuch as it appears from the information before the 
committee that the land is not necessary to the operation ‘of the Fed- 
eral facility and may be successfully used by the Cate in the capacity 
designated by this bill. The committee, therefore, recommends that 
the legislation as amended be favorably considered. 

Attached hereto and made a part of this report is a report from the 
Office of the Deputy Attorney General dated July 24, 1957, and a 
report from the United States Department of the Interior dated 
July 22, 1957. 
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DEPARTMENT OF JUSTICE, 
Orrice or THE ATTORNEY GENERAL, 
Washington, D. C., July 24, 1957. 
Hon. James O. Eastuanp, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear Senator: This is in response to your request for the views 
of the Department of Justice concerning the bill (S. 2107) to pro- 
vide for the conveyance to the State of Florida of a certain tract of 
land in such State owned by the United States. 

The bill would authorize and direct the Attorney General to con- 
vey by quitclaim deed to the State of Florida, for use as a site for a 
State road department shortwave radio tower, all right, title, and 
interest of the United States, except as provided in the bill, to certain 
described land in Leon County, Fla., and to provide such easements 
over adjoining lands of the Federal Government as may be necessary 
to provide access to the land authorized to be conveyed. The State 
of Florida would pay the United States an amount equal to the fair 
market value of the land as determined by the Attorney General after 
independent appraisal, such market value to reflect any reservation, 
restriction, or condition to which such conveyance is subject. 

The deed effecting the conveyance would reserve to the United 
States all minerals, including gas and oil, in the land conveyed, and 
would provide for reversion of the property to the United States in 
the event it ceases to be used as a site for a State road department 
shortwave radio tower and is used for other purposes that would, 
in the opinion of the Attorney General, interfere with the use by the 
United States of the adjoining lands owned by it as a Federal correc- 
tional institution. 

The land involved is a part of the reservation used for the Federal 
Correctional Institution, Tallahassee, Fla. The Bureau of Prisons 
is agreeable to enactment of the proposed bill if amended as recom- 
mended below. The metes and bounds description of land contained 
in the bill may be erroneous as the description used does not appear 
to follow the reservation boundary lines. 

The following amendments are recommended : 

Page 1, line 7: Delete the words “that part of” and insert in lieu 
thereof “a tract of land about 300 feet square located in”. 

Page 1, lines 9 and 10: Delete the words “and more particularly 
described as follows” and insert in lieu thereof “approximately 2,150 
feet east from the southwest corner of said section 34, containing two 
acres, more or less.” 

Page 1, line 11, page 2, lines 1 through 13: Delete. 

Page 3, line 10: Change the period to a comma and insert at the 
end of section 3 the clause “which shall have the immediate right of 
entry thereon.” 

It is understood that the State of Florida is to have an acceptable 
survey made of the tract to be conveyed, which will be used as the 
basis for the description of the land in the deed of conveyance. 

If amended as suggested herein, the Department of Justice favors 
enactment of the bill. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely, 
Witi1am P. Rogers, 
23004°—58 8. Rept., 85-1, vol. 4——21 Deputy Attorney General. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 22, 1957. 
Hon. James QO. Eastuanp, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear Senator Eastianp: This is in reply to your request for the 
views of this Department on S. 2107, a bill to provide for the convey- 
ance to the State of Florida of a certain tract of land in such State 
owned by the United States. 

We would have no objection to the enactment of this bill. 

S. 2107 would direct the Attorney General to convey a tract of 2.07 
acres of acquired lands in Leon County, Florida, to the State of 
Florida for use as a site for a State road department shortwave radio 
tower. The State of Florida would pay the United States a sum 
equal to the fair market value of the rights conveyed to the State, 
All minerals would be reserved to the United States, and title to the 
tract would revert to the United States in the event that it ceased to 
be used as a site for a shortwave radio tower and was used for other 
purposes which the Attorney General found to interfere with the 
Federal use of the adjoining lands as a correctional institution. 

The lands in question are acquired lands under the control of the 
ao of Justice. This Department would not object to their 
disposal. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Roger Ernst, 
Assistant Secretary of the Interior, 


O 
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CONFERRING JURISDICTION ON COURT OF CLAIMS 
WITH RESPECT TO AMOUNT OF COMPENSATION DUE 
CERTAIN INDEPENDENT ORE PRODUCERS 


Avucust 20, 1957.—Ordered to be printed 


Mr. Keravver, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany §. 984] 


The Committee on the Judiciary, to which was referred the bill 
(S. 984) conferring jurisdiction on the Court of Clains to make cer- 
tain findings with respect to the amount of compensation to which 
certain independent ore producers are equitably entitled for uranium 
supplied by them to the United States during the period May 1, 1943, 
to August 5, 1945, and to provide for payment of the amounts so 
determined, having considered the same, reports favorably thereon 
with amendments and recommends that the bill, as anpeniibd, do pass. 


AMENDMENTS 


1. On page 3, line 8, strike the word “and”. 
2. On page 3, line 12, strike “$2.30” and all following through and 
including “April 10, 1948.”, and insert in lieu thereof the following: 


$1.50 or such lesser amount as required by subsection (4) 
of this section of this Act, (3) recovery shall be limited to 
those persons, their heirs and legal representatives, who were 
the actual producers at the time of the delivery of the ore 
and shall not include subsequent assignees, and (4) the total 
amount of all claims shall not exceed $2,000,000 and in the 
event the total of all claims found under subsection (3) of 
section 2 of this Act shall exceed $2,000,000, then the 
$2,000,000 shall be prorated among all the claimants, 
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3. On page 3, line 18, strike the word “appropriate” and insert in 
lieu thereof “appropriated”. 

4. On page 4, line 3, after the word “ores”, insert the following; 
“,or any agent, buyer or licensee of the United States who had knowl. 
edge of the value of the uranium content”. 


PURPOSE OF AMENDMENTS 


The bill has been amended to specify a different price per pound 
for uranium delivered and to place a total limitation on the claims 
of $2 million, to limit the persons who may benefit by the bill, and to 
make certain technical corrections. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to confer 
jurisdiction on the Court of Claims to make certain findings with 
respect to the amount of compensation to which certain independent 
ore producers are equitably entitled for uranium supplied by them 
to the United States during the period May 1, 1943, to August 5, 
1945, and to provide for payment of the amounts so determined, 


STATEMENT 


A similar bill S. 2435 was referred to the committee in the 84th Con- 
ress and placed in a subcommittee. Hearings were held on this bill 
~~ the said subcommittee of the Committee on the Judiciary on 
May 4, 1956, however, the bill was never acted on by the subcommittee, 
The instant bill differs substantially from the said bill in the 84th 
Congress. The facts relating to this bill as brought forth in the said 
hearings are substantially as follows: 

It would appear that the Colorado Plateau area includes parts of 
the States of Golorado, Utah, Arizona, New Mexico, and W voming, 
This is the area which is under consideration in this legislation, Car- 
notite, a radioactive mineral, contains both of the minerals uranium 
and vanadium and is found in quantities in the Colorado Plateau area, 
The Colorado Plateau area has been mined for many years and the 
mining has been directed toward the vanadium content of carnotite, 
which is useful generally as an alloy in steel. Through the years, 
uranium and radium were considered as byproducts of vanadium. 

Late in the year 1941, the War Production Board sponsored an ex- 
tensive program of vanadium procurement, in the interest of the war 
effort, and the Metals Reserve Corporation, a subsidiary of the Recon- 
struction Finance Corporation, was requested by the War Production 
Board to purchase vanadium-bearing ores and concentrates. Pursuant 
to this request, the Metals Reserve Corporation made contracts with 
United States Vanadium Corporation and Vanadium Corporation of 
America under which these two companies would purchase vanadium 
ores from various sources and process such ores for the recovery of the 
vanadium content for the account of the Government. At the same 
time, a program for the exploration and production of new sources of 
vanadium ore was undertaken. At that time, the United States 
Vanadium Corporation and Vanadium Corporation of America owned 
and operated mills for the processing of vanadium ore. The Metals 
Reserve Corporation and the Defense Plant Corporation at Durango, 
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Colo., and Monticello, Utah, constructed additional mills, to be oper- 
ated by Vanadium Corporation of America and United States Vana- 
dium Corporation, under contract with the Government. In 1943, 
Jarge stockpiles of vanadium had been procured, and the vanadium 
program was curtailed. During the period 1936-48, small independent 
mine owners mined vanadium-bearing ores, primarily for their 
vanadium content, which, in turn, was sold to United States Vanadium 
Corporation and Vanadium Corporation of America. 

In 1942, the Manhattan Engineering District became interested in 
the uranium potentialities of the Colorado Plateau area and con- 
cluded that there were large accumulations of tailings from the re- 
fining of carnotite ores which contained uranium. It was believed 
that these accumulated tailings, together with tailings from the then 
current vanadium operations, formed the largest amount of domestic 
ore readily available for recovery of uranium then desperately 
needed for the development of the atomic bomb. 

As a result of these investigations and conclusions, the Manhattan 
Engineering District made contracts with United States Vanadium 
Corp. and Vanadium Corporation of America to be agents of the 
Government in procuring additional uranium-bearing ore for its 
processing as well as for the recovery of the uranium content in past 
accumulated tailings from all sources. This necessitated additional 
uranium processing plants, some at the expense of the Government 
and some built by the two companies. These accumulated tailings 
from both the independent ore producers and the two companies 
were processed, as well as new ores produced from the holdings of 
these companies and from the current ore production of many small 
independent ore producers. The Government paid United States 
Vanadium Corp. and Vanadium Corporation of America a processin 
fee for all uranium extracted from such ores and, in addition, pai 
such companies from 30 cents to $1.50 per pound for the contained 
uranium recovery. ‘These amounts, of course, included the uranium 
extracted from ores delivered by both the companies and the small 
independent ore producers in the area. The reasons that the inde- 
pendent ore producers had no actual knowledge of the value of the 
uranium was because of the secrecy of the Manhattan District project. 
This secrecy was kept for security reasons and, in view of these cir- 
cumstances, the small indpendent ore producers were paid only for the 
vanadium and not for the uranium content of ores delivered by them to 
United States Vanadium and Vanadium Corporation of America. It 
is true that some of these producers became aware of the use of the 
uranium content of their ores and made demand on the two compan- 
ies for payment, but were cut off with the proposition that the mat- 
ter was not to be discussed. It is this use of the uranium content 
of the ore produced by the small independent producers that is the 
subject matter of this bill, inasmuch as it appear that to this date 
they have not in any way been paid for such content. It would also 
appear that United States Vanadium Corp. and Vanadium Corpo- 
ration of America were paid for the uranium content, as heretofore 
set forth. 

The evidence further seems to indicate that this program com- 
menced approximately May 1, 19438, and was carried forward until 
August 5, 1945, and the legislation has been amended to reflect those 
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dates. The bill bars from any recovery under this legislation agents 
or licensees or buyers of the Gov ernment who had knowledge of the 
value of the uranium content and who did receive money or some 
other valuable consideration for such uranium content. The eyi- 
dence also tends to show that the uranium content of ore produced 
in the Colorado Plateau area and delivered to the agents of the 
Government in this area was 5.20 pounds of uranium for each short 
ton of ore delivered. This is the standard figure for the average ton 
contemplated by this legislation. 

The committee is of “the opinion that those independent ore pro- 
ducers who supplied ore and only received compensation for the 
vanadium content and who had no actual knowledge of the uranium 
content or of the use to which it was being put should be compensated 
in are sasonable amount. The sum of $3.50 per pound was the amount 
stated in the bill in the 84th Congress as originally introduced, this 
being based upon Circular No. 1 of the United States Atomic Ener 
Commission relating to the domestic uranium-ore program, dated the 
9th day of April 1948, a copy of which is hereto attached and a 
a part of this report. However, the first paragraph of this circular 
indicates that the guaranteed minimum price does not apply te 
uranium-bearing ores of the, Colorado Plateau area and_ refers. to 
Circular No. 3 of the United States Atomic Energy Commission 
setting forth payments as they applied to the Colorado Plateau area, 
A copy of this circular is also attached hereto and made a part hereof, 
This schedule is reflected in actnal figures in the memorandum of the 
United States Atomic Energy Commission, which states, in part, as 
follows: 


The price under Circular 3 for ores having a uranium con- 
tent of 5.20 pounds per short ton of ore equivalent to 0.26 
percent U;O, would ‘be $2.30 per pound rather than $3.50. 
An average U;Q; content ar 0.26 percent appears reasonable 
although we have no ore eee data to provide an actual 
basis for such conclusion. Individual ore shipments may 
have varied from less than 0.10 percent U;Os;, which is not 
considered ore under the present buying schedule, to sub- 
stantially higher percentages. 


It is further stated in this memorandum: 


The average price paid by MED for high-grade ore and 
concentrates having a uranjum content of from 65 perc cent 
to 97 percent was less than $2 per pound. A question there- 
fore arises as to whether aber producers who delivered ore of 
a much lower grade shouid be compensated at a higher price. 


The committee believes, however, that for the pur poses of this leg- 
slation, the average uranium content of the Colorado Plateau area of 
5.2 pounds per short ton is the proper yardstick. 

Again, in Cireular No. 2 of the Units ed States Atomic Energy Com- 
mission, dated the 9th day of April 1948, there was offered a bonus of 
$10,000 to encourage the disc ‘overy of new uranium sources. It is 
stated that it will be paid, not for the discovery of uranium, but only 
for delivery to the Commission, pursuant to Circular 1, of ores pro- 
duced from the location, as an independent and additional part of the 
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rice established by the Commission under that section. Thus it will 
be seen that this effort was made to encourage new discoveries. 

Circular No. 4 of the United States Atomic Energy Commission 
gave the following inducement to the Colorado Plateau area: An 
allowance of 50 cents per pound for uranium oxide contained in ores 
assaying 0.20 percent or more, in addition to the development allow- 
ance provided for in schedule I of Circular 3, and a haulage allow- 
ance of 6 cents per ton-mile for transportation of ore from the mine 
where produced to the purchase depot specified by the Commission, 
up to a maximum of 100 miles. Circular No. 4 was issued the 15th 
day of June 1948, a copy of which is attached hereto and made a part 
hereof. 

It will be noted that these circulars were, of course, issued during a 
different time than was the mining, the subject matter of this legis- 
lation, and were in the nature of a,peacetime program for the pur- 
chase of uranium. However, it appears to be the only yardstick by 
which the committee can attempt to guage the value of the ore. It 
must be remembered that during the time May 1, 1943, to August. 5, 
1945, was a period when demand for uranium ore was indeed great, 
and had the production and sale of such ore been at arm’s-length, or 
on the open market, the cost might have been much greater. 

The committee after consideration of the various facts and memo- 
randa of the Atomic Energy Commission believes that the price per 
pound should be $1.50, as is stipulated in the instant bill. This 
amount, in the opinion of the committee, is a reasonable value to be 
placed upon the ore. 

The committee further has amended the bill to place a $2 million 
ceiling on the total amounts paid on all claims filed under this bill. 
Additionally, the committee has amended the bill to limit the claim- 
ants to the original owners of the uranium producing instrumentali- 
ties and corporations and their heirs and to exclude assignees as well 
as persons who were agents, buyers or licensees of the United States 
and who had knowledge of the value of the uranium content of the 
ores. 

The Department of Justice is unable to recommend enactment of 
this bill. The Treasury Department is opposed to the enactment of 
this bill. The Atomic Energy Commission makes no recommenda- 
tion with respect to the enactment of this bill. 

After careful consideration of the foregoing facts, the committee 
is of the opinion that due to the secrecy involved in the Manhattan 

roject, and due to the fact that certain persons concerned in pro- 

ucing uranium ore were compensated, that the equities of both the 
Government and the independent producers concerned would be ac- 
corded due weight in the instant bill, as amended. Accordingly, the 
committee recommends that the bill, S. 984, as amended, be favorably 
considered. 

Attached hereto and made a part hereof are the circulars of the 
Atomic Energy Commission, the reports of the Department of Justice 
and the Treasury Department submitted in connection with a similar 
bill of the 84th Congress, and other pertinent material. 
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Untrep Srates Atomic Enercy Commission 
DOMESTIC URANIUM PROGRAM 
Circular No. 1 


Ten Year Guaranteed Minimum Price 


$60.1 Zen year guaranteed minimum price—(a) Guarantee. To 
stimulate domestic production of uranium and in the interest of the 
common defense ‘od security the United States Atomic Energy Com- 
mission hereby establishes the guaranteed minimum prices specified 
in paragraph (b) of this section, for the delivery to the Commission, 
in accordance with the terms of this section during the ten calendar 
years following its effective date, of domestic refined uranium, high- 
grade uranium-bearing ores and mechanical concentrates, in not less 
than the quantity and grade specified in paragraph (e) of this sec- 
tion. This guarantee does not apply to uranium-bearing ores of the 
Colorado Plateau area, scnirbally enetin as carnotite-type or roscoe- 
lite-type ores, prices for which are established by § 60.3. 

Note: The term “domestic” in this section, referring to uranium, uranium- 
bearing ores and mechanical concentrates, means such uranium, ores, and con- 
centrates produced from deposits within the United States, its territories, pos- 
sessions and the Canal Zone. 

(b) Guaranteed minimum prices. The following minimum prices 
are established : 

(1) For uranium-bearing ores and mechanical concentrates, $3.50 
per pound of U;O, (uranium oxide) determined by the Commission 
to be recoverable, less cost per pound of refining such ores or concen- 
trates to standards of purity required for the Commission’s oper- 
ations, to be determined by the Commission after assay of a represen- 
tative sample. 

(2) For refined uranium products, $3.50 per pound contained U;0Os, 
(uranium oxide). 

Prices are f. o. b. railroad cars or trucks at shipping point desig- 
nated by the Commission convenient to mine, mill, or refinery. 
Weights are avoirdupois dry weight. 

(c) Making an offer. Anyone who has domestic refined uraniunt, 
high-grade uranium-bearing ores, or mechanical concentrates of the 
quantity and grade specified in paragraph (e) of this section, may 
offer it for delivery to the Commission by sending a letter or telegram 
addressed as follows: 


United States Atomic Commission, 
Post Office Box 30, Ansonia Station, 
New York 23, N. Y. 

Attention: Division of Raw Materials. 


With each offer there should be furnished a representative ten-pound 
sample and the following information: 

(1) Location of property; 

(2) Character of material offered for delivery (state whether re- 
fined uranium, mechanical concentrates, or uranium-bearing ores, 
indicating approximate composition) ; 

(3) Amount of material offered; 

(4) Location of material offered ; 
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5) Origin of material if offered by other than producer; 

‘33 If material is owned, in whole or in part, by any person other 
than the person making the offer, the name of each person having 
such ownership and nature of his rights; and 

(7) Name and address of person making the offer. 

Nore: The reporting requirements hereof have been approved by 
the Bureau of the Budget pursuant to the Federal Reports Act of 
1942. 

(d) Purchase contract. Upon receipt of an offer and sample, an 
analysis of the sample will be made, If the sample and the inte 
tion furnished are determined by the Commission to meet the con- 
ditions of this section, the Commission will forward to the person 
making the offer a form of contract containing applicable terms and 
conditions ready for his acceptance. Prices will ie not less than the 
applicable prices of paragraph (b) of this section. 

(e) Minemum quantity and grade.. No delivery will be accepted 
under this section of less than ten short tons (2,000 pounds per ton) 
of ores or mechanical concentrates, nor of ore or mechanical concen- 
trates which assay less than 10 per cent U;O; by weight. No delivery 
will be accepted under this section of less than one short ton of refined 
uranium, nor of refined uranium which contains by weight less than 
97 per cent U;O, in black uranium oxide or 87 percent U;O, in 
sodium uranate. However, the Commission will be interested in 
negotiating reasonable terms with respect. to deliveries of high-grade 
ores and refined products in lesser quantities and grades than those 
specified in this section. 

(f) Large quantities or special conditions. ‘The prices established 
in paragraph (b) of this section are minimum prices. The Com- 
mission may by negotiations establish higher prices for guaranteed 
delivery of lots of ores or mechanical concentrates substantially in 
excess of ten short tons, or for lots of refined uranium substantially 
in excess of one short ton. The Commission also may by negotiation 
establish higher prices for delivery of ores, mechanical concentrates, 
or refined uranium under other special conditions, taking into con- 
sideration such factors as refining and milling costs, transportation 
costs, and other applicable factors. 

(g) Other valuable minerals. In making payment for material 
delivered to it in accordance with this section, the Commission will 
give consideration to the existence of recoverable gold, silver, radium, 
thorium, or any other valuable constituent in the light of the cost of 
recovery. 

(h) Licenses. Arrangements will be made by the Commission for 
the issuance of licenses, pursuant to the Atomic Energy Act of 1946, 
covering deliveries of source material to the Commission under this 
section. (Sec. 5 (b), 60 Stat. 761.) 

Effective date. This circular will become effective at midnight, 
April 11, 1948. 

Dated at Washington, D. C., this 9th day of April 1948. 

By order of the Commission. 

Water J. WILtraMs, 
Acting General Manager. 
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Untrep States Atomic Energy ComMMIssIoNn 
DOMESTIC URANIUM PROGRAM 
Circular No. 2 


Bonus for the Discovery and Production of High-Grade Domestic 
Uranium Ore 


$60.2 Bonus for the discovery and production of high-grade do- 
mestic uranium ore—(a) Discovery and production bonus. To 
stimulate prospecting for, discovery of, and production from new 
high-grade domestic uranium deposits and in the interest of the com- 
mon defense and security the United States Atomic Commission will 

ay, in addition to the guaranteed minimum price established in 
60.1, a bonus of $10,000 for delivery to the Commission, after the 
effective date of this section, of the first 20 short tons (2,000 pounds 
avoirdupois dry weight per tons) of uranium-bearing ores or me- 
chanical concentrates assaying 20 percent or more U;Os; by weight 
from any single mining location, lode or placer, which has not pre- 
viously been worked for uranium (or in the case of production from 
lands not covered by such a mining location, from an area compa- 
rable thereto, as determined by the a etna This bonus offer 
does not apply to delivery of ores of the Colorado Plateau area com- 
monly known as carnotite type or roscoelite-type ores; under § 60.3, 
the Commission has established guaranteed minimum prices for de- 
livery of such ores including a development allowance and premiums 
for better grade. 

Note: The term “domestic” in this section, referring to uranium, uranium- 
bearing ores and mechanical concentrates, means such uranium, ores and con- 
ecentrates produced from deposits within the United States, its territories, posses- 
sions and the Canal Zone. 

(b) Nature of bonus. The bonus of $10,000 offered in this section 
is a bonus to encourage the discovery of new uranium resources. 
However, it will be paid, not for discovery alone, but only in connec- 
tion with delivery to the Commission, pursuant to § 60.1 of ores pro- 
duced from the location, as an independent and additional part of the 
price established by the Commission under that section. 

(c) Who may claim. The person lawfully entitled to deliver ore 
to the Commission pursuant to § 60.1, may claim the bonus offered in 
paragraph (a) of this section. A bonus will be paid only once for 
production of ores from any single lode or placer location (or, in the 
case of production from lands not covered by such a location, from an 
area comparable thereto, as determined by the Commission). The 
Commission expressly reserves the right to determine whether produc- 
tion from a given location is the first production from such location 
for the purposes of this section or whether such locatien or property 
has previously been worked for uranium, whether production is such 
as to which a bonus has already been paid, or whether for any other 
reason a bonus is not payable. In making this determination the 
Commission will be guided by the mining laws of the United States 
which provide, generally, that lode locations may extend in lode or 
vein formation up to 1,500 feet along the vein and in width 300 feet 
on each side of the middle of the vein, the end lines of the location 
being parallel to each other; and that placer locations may not be 
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eater than 20 acres for each location or 160 acres in a single loca- 
tion for up to eight locators. The fact that a bonus has already been 
received will not prevent the payment of another bonus to the same 
person with respect to production from a different location. 

(d) Notice of discovery and production. Notice of the discovery 
of a uranium deposit el of production therefrom believed to meet 
the requirements of paragraph (a) of this section should be for- 
warded to the Commission by letter or telegram, to the address speci- 
fied in paragraph (f) of this section, together with an offer to de- 
liver such ore to the Commission under § 60.1. In addition to the 
information and the 10-pound sample required under § 60.1, the fol- 
lowing must be ternishad. : 

(1) A brief description of the location or property indicating its 
size and relationship to mineral monuments or the public land 
surveys ; 

(2) Name of owner of record of property ; 

(3) Location of Recorder’s Office where ownership is recorded. 

Nore: The reporting requirements hereof have been approved by 
the Bureau of the Budget pursuant to the Federal Reports Act of 
1942. 

(e) Inspection of claim. Upon receipt of a notice of discovery and 
sample, forwarded as required in § 60.1, an analysis of the sample will 
be made. If the sample and supporting data indicate the claim is 
likely to meet the requirements of paragraph (a) of this section, an 
inspection of the property and verification of the weights and assays 
of material produced will be undertaken by the Commission. On the 
basis of a report of such inspection and verification, if favorable, the 
Commission will determine the quantity of ore produced. If this 
determination indicates that the production requirements established 
in paragraph (a) of this section have ben met, the Commission will 
pay the bonus in addition to the price established under § 60.1, when 
delivery of such ore is completed. 

(f) Znquiries and communications. Inquiries about this section 
and all other communications should be addressed as follows: 


United States Atomic Energy Commission, 
Post Office Box 30, Ansonia Station, 
New York 23, N. Y. 

Attention: Division of Raw Materials. 


(g) Licenses. Arrangements will be made by the Commission for 
the issuance of licenses, pursuant to the Atomic Energy Act of 1946, 
covering deliveries of source material to the Commission under this 
section. (Sec. 5 (b), 60 Stat. 761.) 

Effective date. This circular will become effective at midnight, 
April 11, 1948. 

Dated at Washington, D.C., this 9th day of April 1948. 

By order of the Commission. 

Water J. WILLIAMS, 
Acting General Manager. 
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Untrep States Atomic Energy CommMIssiIon 
DOMESTIC URANIUM PROGRAM 
Circular No. 3 


Guaranteed Three Year Minimum Price for Uranium-Bearing Carno- 
tite-Type or Roscoelite-Type Ores of the Colordao Plateau Area 


§ 60.3 Guaranteed three year minimum price for uranium-bearing 
carnotite-type or roscoelite-type ores of the Colorado Plateau area— 
(a) Guarantee. To stimulate domestic production of uranium-bear- 
ing ores of the Colorado Plateau area, commonly known as carnotite- 
type or roscoelite-type ores, and in the interest of the common defense 
and security the United States Atomic Energy Commission hereb 
establishes the guaranteed minimum prices specified in Schedule { 
of this section, for the delivery of such ores to the Commission, at 
Monticello, Utah, and Durango, Colorado, in accordance with the 
terms of this section during the three calendar years followinyr its 
effective date. 

Nore: In §§ 60.1 and 60.2 (Domestic Uranium Program, Circulars 
No. 1 and 2), the Commission has established guaranteed prices for 
other domestic uranium-bearing ores, mechanical concentrates, and 
refined uranium products. 

(b) Definitions. As used herein, the term “buyer” refers to the 
U.S. Atomic Energy Commission, or its authorized purchasing agent. 
The term “seller” refers to any person offering uranium ores for de- 
livery to the Commission. Weights are avoirdupois dry weight. 

(c) Deliveries of not to exceed 1,000 tons per year. To aid small 
producers, any one seller may deliver without a written contract but 
otherwise in accordance with this section up to, but not exceeding, 
1,000 short tons (2,000 pounds per ton) of ores during any calendar 
year. 

(d) Deliveries in excess of 1,000 tons per year. Sellers desiring to 
deliver in excess of 1,000 short tons (2,000 pounds per ton) of ores 
during any calendar year will be required to execute a contract with 
the Commission. Buyer is not obligated to purchase in excess of 
5,000 short tons of ores from any one seller during any calendar year, 
although buyer may elect to do so. 

(e) Delivery. Seller, at his own expense, shall deliver and unload 
all ores at the buyer’s depots at Monticello, Utah, or Durango, Colo- 
rado. (Additional depots may be established at later dates.) De- 
liveries shall be in lots of not less than 10 short tons (2,000 pounds 
per ton), but such lots may be delivered in more than one load. Days 
and hours during which ore may be delivered to a depot will be posted 
at the depot. The exact date on which ore buying will commence at 
the two depots mentioned will be announced later; no deliveries will 
be accepted prior to this announced date. It is expected that the 
Monticello depot will be ready to receive ore during the month of 
July 1948, and that the Durango depot will be in operation shortly 
thereafter. 

(f) Weighing, sampling, and assaying. Buyer will bear the cost of 
weighing, sampling, and assaying. The net weight of each load will 
be determined by the buyer’s weighmaster on scales which will be 
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provided by the buyer at or in the vicinity of the purchase depot and 
such weight will be accepted as final. A weight ticket will be furnished 
seller or his representative for each load. Each lot of ores will be 
sampled promptly by the buyer according to standard practice and 
such sampling will be accepted as final. Seller or his representative 
may be present at the sampling at his own expense. The absence of 
seller or his representative shall be deemed a waiver of this right. 
Buyer will make moisture determinations according to standard prac- 
tices in ore sampling. All final samples will be divided into four pulps 
and distributed as follows: (1) the seller, or his representative, will 
receive one pulp; (2) the buyer will retain one pulp; (3) the other two 
pulps will be reserved for possible umpire analysis. The buyer’s pulp 
will be assayed by the buyer. The seller may, if he desires, and at 
his own expense, have his pulp assayed by an independent assayer. 
In case of disagreement on assays as to any constituent of the ores 
an umpire shall be selected in rotation from a list of umpires approve 

by the buyer whose assays shall be final if within the limits of the 
assays of the two parties; if not, the assay which is nearer to that of 
the umpire shall prevail. The party whose assay is the farther from 
that of the umpire will pay the cost of the umpire’s assay for the 
constituent of the ores which is in dispute. In the event that the 
umpire’s assay is equally disant from the assay of each party, costs 
will be split equally. In case of seller’s failure to make or submit 
assays, buyer’s assays shall govern. After sampling, the ores may be 
placed in process, commingled, or otherwise disposed of by buyer. 

(g) Payment. Buyer will make payment promptly on payment. 
dates to be posted at depots. Payment will not be made until an 
entire minimum lot of ten short tons (2,000 pounds per ton) has been 
delivered and accepted, unless special arrangements have been agreed 
upon by buyer, in which case there may be an extra charge for assaying 
and sampling. The analysis of any one lot consisting of more than 
one load will be based on a composite of the samples taken. Moisture 
determinations, analyses and settlement sheets, together with the 
check in payment, will be mailed to seller. 

(h) Znguiries. All inquiries concerning the provisions of this sec- 
tion, offers to deliver ores, or questions about the Commission’s ura- 
nium program in the Colorado Plateau area should be addressed to: 

United States Atomic Energy Commission, 
Post Office Box 270, 
Grand Junction, Colorado. 

Telephone: Grand Junction 3000. 

(i) Licenses. Arrangements will be made by the Commission for 
the issuance of licenses, pursuant to the Atomic Energy Act of 1946, 
covering deliveries of source material to the Commission under this 
section. 


Scuepute I—Mrinrmum Prices, Specirications, AND CONDITIONS 


1. Quality and size. Ores will not be accepted by buyer under this 
section which, in buyer’s judgment at time of acceptance— 

(a) Contain less than 0.10% U;Os; 

(b) Contain more than three parts of lime (CaCo;) to one part of 
V.O,, or a total of more than 6% lime in the ore; 
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(c) Contain other impurities deleterious to buyer’s extraction 
process ; 

(d) Contain lumps in excess of 12 inches in size. 

2. Prices. Payment for delivery of the ores will be computed on 
the following basis: 

(a) Vanadium. V.O; at $0.31 per pound up to, but not exceedin . 
ten pounds of V.O; for each pound of U,;Q, contained in ores. No 
factor will be included for V.O; in excess of ten pounds for each pound 
of U;QOs. (Example: For an ore containing two younds of U;QOs and 
twenty-five pounds of V.O;, payment would be made for twenty 
pounds of VO, at $0.31 per pound, but no payment would be made 
for the additional five pounds.) Such excess V.O; shall be deemed 
to be buyer’s property. 

(b) Uranium. (1) Ores assaying less than 0.10% U;Os: no pay- 
ment. Any such ores which are delivered to the purchase depot shall 
become the property of the buyer as liquidated damages for buyer’s 
expense of iaahiie sampling and assaying, and after sampling may 
be placed in process, commingled, or otherwise disposed of by buyer. 
If seller has any question as to the quality of his ore, it is suggested 
that before shipment and delivery to the purchase depot a representa- 
tive sample be submitted to the buyer or to one of the umpires for as- 
say at seller’s expense. The buyer at his discretion may assay a lim- 
ited number of samples without charge. 

(2) Ores assaying 0.10% U;Os up to 0.15%: price of $0.30 per 
pound of contained U,;O, for 0.10% ore, plus $0.30 per pound for 
each 0.01% above 0.10% U;O, up to (but not including) 0.15%. 
(Example: The contained U;QO, in an ore assaying 0.138% U;QOs per 
ton would be paid for at $0.80+ (3 X0.30)=$1.20 per pound.) 

(3) Ores assaying 0.15% U;Os; and more: base price of $1.50 per 
pound U,O, content, plus a “development allowance” (at seller's 
option) of $0.50 per pound, or a total of $2.00 per pound U;Qs content. 

(4) Premiums: $0.25 per pound for each pound of U;QO, in excess 
of 4 pounds U,O, per short ton (2,000 pounds per ton) and an addi- 
tional premium of $0.25 per pound for each pound in excess of ten 
pounds U;Q; per ton of ore. 


(Example: U;0s payments for a short ton of ores assaying 0.6% U:0Os would be 
as follows: 


ST a ces elaneetsbonpigdivebiesopmepeeepinimiones $18. 00 
Development allowance 12 Ibs., @ $0.50..-..-.--...------..-...-..~. 6. 00 
Premium 8 lbs. (12-4), @ $0.25__-__- cepa ne titel Reital A didsilbtnpetibdobc hee 2. 00 
Additional Premium 2 lbs. (12-10), @ $0.25...--....--.-..-..-.._-._.. . 50 

TE el ee we ee tuihennbiinten 26. 50) 


(c) Assays shall be adjusted to the nearest 0.01% for purposes of 
payment. 

Norrs: 1. The “development allowance” of $0.50 per pound of 
U;O; contained in ores assaying 0.15% U;Os or more, is offered by 
buyer in recognition of the expenditures necessary for maintaining 
and increasing the developed reserves of uranium ores. Sellers ac- 
cepting this allowance are deemed to agree to spend such funds for 
the development or exploration of their properties. Sellers deliver- 
ing less than 1,000 short tons per calendar year will not be required 


’ 
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to submit an accounting record of expenditures for development or 
exploration pursuant to this agreement but sellers delivering in ex- 
cess of 1,000 short tons per calendar year will be required, under the 
terms of their contracts, to submit proof satisfactory to the Commis- 
sion that funds equivalent to the amount received as development al- 
lowance have been spent for development or exploration during the 
contract period or within six months thereafter. 

2. Commitments by the Commission to accept delivery of ores are 
limited to the provisions of this section, as amended from time to 
time, or to written contracts between the Commission and sellers. 
Other commitments purporting to be made by the Commission’s field 
personnel or other agents of the Commission will not bind the Com- 
mission unless they are in accord with the provisions of this circular 
or other official circulars. 

3. Weights are avoirdupois dry weight; tons are short tons (2,000 
pounds per ton). (Sec. 5 (b), 60 Stat. 761.) 

Effective date. This circular will become effective at midnight, 
April 11, 1948. 

Dated at Washington, D. C., this 9th day of April 1948. 

By order of the Commission. 

Watrer J. WILLIAMS, 
Acting General Manager. 


TITLE 11—ATOMIC ENERGY 
Chapter I—Atomic Energy Commission 
[Circular 4] 

Part 60—Domestic Urantum ProcraM 


TEMPORARY ADDITIONAL ALLOWANCES, COLORADO PLATEAU AREA 
CARNOTITE-TYPE AND ROSCOELITE-TYPE ORES 


§ 60.4 Temporary additional allowances, Colorado Plateau area car- 
notite-type and roscoelite-type ores—(a) Additional allowances. In 
addition to the guaranteed minimum prices specified in § 60.3 (Cir- 
cular No. 3) issued April 9, 1948, the relevant terms and conditions 
of which are hereby incorporated in this section by reference, the 
Commission will pay the allowances specified in paragraph (b) of this 
section in connection with the delivery of carnotite-type or roscoelite- 
type uranium-bearing ores at the Commission’s established purchase 
depots in the Colorado Plateau area. 

(b) Allowances specified. The following allowances are specified : 

(1) A haulage allowance of 6¢ per ton mile for transportation of 
ore from the mine where produced to the purchase depot specified by 
the Commission, up to a maximum of 100 miles. The haulage dis- 
tance from the mine to the purchase depot will be determined by the 
Commission and its decision will be final. 

(2) An allowance of 50¢ per pound for uranium oxide (U;Qs) con- 
tained in ores assaying 0.20% or more U;Qsg, in addition to the develop- 
ment allowance provided for in Schedule I of § 60.3. 
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(c) Inquiries. All inquiries concerning the provisions of this 
section, offers to deliver ores, or questions about the Commission’s 
uranium program in the Colorado Plateau area should be addressed to: 


United States Atomic Energy Commission, 
Post Office Box 270, 
Grand Junction, Colorado, 

Telephone: Grand Junction 3000. 


(d) Effective date. The allowances provided for in this section will 
become effective June 4, 1948, and will be in effect until July 1, 1949, 
and shall, during this period, constitute guaranteed minimum prices 
in addition to those specified in § 60.3. (Sec. 5 (b), 60 Stat. 761.) 

Dated at Washington, D. C., this 15th day of June 1948. 

By order of the Commission. 

Carrot L. Witson, 
General Manager. 


(F. R. Doc. 48-5526 ; Filed, June 21, 1948; 8: 47 a. m.] 





[Domestic Uranium Program Circular 5, Revised} 
Amended October 9, 1953. 


TITLE 10—ATOMIC ENERGY 
Chapter 1—Atomic Energy Commission 
[Domestic Uranium Program Circular 5, Revised] 
Part 60—Domestic Urantum Program 


GUARANTEED MINIMUM PRICE FOR URANIUM-BEARING CARNOTITE-TYPE 
OR ROSCOELITE-TYPE ORES OF COLORADO PLATEAU AREA 


§ 60.5 Guaranteed minimum price for uranium-bearing carnotite- 
type or roscoelite-type ores of the Colorado Plateau area—(a) Guar- 
antee. To stimulate domestic production of uranium-bearing ores of 
the Colorado Plateau area, commonly known as carnotite-type or ros- 
coelite-type ores, and in the interest of the common defense and secu- 
rity, the United States Atomic Energy Commission hereby establishes 
the guaranteed minimum prices specified in § 60.5a effective durin 
the period March 1, 1951, through March 31, 1962, for the delivery o 
such ores to the Commission at Monticello, Utah, in accordance with 
the terms of this section and § 60.5a. 

Nore: In §§ 60.1 and 60.2 (Domestic Uranium Program, Circulars No. 1 and 
2), the Commission established guaranteed prices for other domestic uranium- 
bearing ores, mechanical concentrates, and refined uranium products. 

(b) Effect on §§ 60.3 and 60.3a. Sections 60.3 and 60.3a, which also 
apply to carnotite and roscoelite ores, are not revoked by the issuance 
of this section and § 60.5a and sellers may elect to deliver ore under 
the provisions of §§ 60.3 and 60.3a rather than under this section and 
60.5a, at their option, during the unexpired terms of §§ 60.3 and 60.8a 
(through April 11,1951). It is believed, however, that in most cases 
the provisions of this section and § 60.5a will be more favorable to 
producers. 
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(c) Definitions. As used in this section and in § 60.5a, the term 
“buyer” refers to the U. S. Atomic Energy Commission, or its author- 
ized purchasing agent. The term “ore” does not include mill tailings 
or other mill products. The term “seller” refers to any person offering 
uranium ores for delivery to the Commission. Weights are avoirdu- 
pois dry weights, unless otherwise specifically provided. 

(d) Deliveries of not to exceed 1,000 tons per year. To aid small 
producers, any one seller may deliver without a written contract but 
otherwise in accordance with this circular up to, but not exceeding, 
1,000 short tons (2,000 pounds per ton) of ores during any calendar 

ear. 
(e) Deliveries in excess of 1,000 tons per year. Sellers desiring 
to deliver in excess of 1,000 short tons (2,000 pounds per ton) of ores 
during any calendar year will be required to enter into a contract with 
the Commission providing for, among other things, a rate of delivery 
and the total quantity of ore to be delivered. 

(f) Delivery. Seller, at his own expense, shall deliver and unloald 
all ores at the buyer’s depot at Monticello, Utah. Deliveries shall be 
in lots of not less than 10 short tons (2,000 pounds per ton) unless 
special arrangements have been agreed upon Ly buyer, but such lots 
may be delivered in more than one load. Days and hours during 
which ore may be delivered will be posted at the depot. 

(g) Weighing, sampling, and assaying. Buyer will bear the cost of 
weighing, sampling, and assaying. The net weight of each load will 
be determined by the buyer’s weighmaster on scales which will be 
provided by the buyer at or in the vicinity of the purchase depot and 
such weight will be accepted as final. A weight ticket will be fur- 
nished seller or his representative for each load. Each lot of ores will 
be sampled promptly by the buyer according to standard practice 
and such sampling will be accepted as final. Seller or his representa- 
tive may be present at the sampling at his own expense. The absence 
of seller or his representative shall be deemed a waiver of this right. 
Buyer will make moisture determinations according to standard prac- 
tices in ore sampling. A1l final samples will be divided into four pulps 
and distributed as follows: (1) the seller, or his representative, will 
receive one pulp; (2) the buyer will retain one pulp; (3) the other two 
pulps will be reserved for possible umpire analysis. The buyer’s pulp 
will be assayed by the buyer. The seller may, if he desires and at his 
own expense, have his pulp assayed by an independent assayer. In 
case of disagreement on assays as to any constituent of the ores, an 
umpire shall be selected in rotation from a list of umpires approved 
by the buyer whose assays shall be final if within the limits of the 
assays of the two parties; if not, the assay which is nearer to that of 
the umpire shall prevail. The party whose assay is the farther from 
that of the umpire shall pay the cost of the umpire’s assay for the con- 
stituent of the ores which is in dipute. In the event that the umpire’s 
assay is equally distant from the assay of each party, costs will be 
split equally. In case of seller’s failure to make or submit assays, 
buyer’s assays shall govern. After sampling, the ores may be placed 
in process, commingled, or otherwise disposed of by buyer. 

(h) Payment. Buyer will make payment promptly but payment 
will not be made until an entire minimum lot of ten short tons (2,000 
pounds per ton) has been delivered and accepted, unless special ar- 
rangements have been agreed upon by buyer, in which case there may 
be an extra charge for assaying and sampling. Moisture determina- 
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tions, analyses and settlement sheets, together with the check in pay- 
ment, will be mailed to seller. 

(i) Znguiries. All inquiries concerning the provisions of this section 
and § 60.5a, offers to deliver ores, or questions about the Commission’s 
domestic uranium program in the Colorado Plateau area should be 
addressed to: 


United States Atomic Energy Commission, 
Post Office Box 270, Grand Junction, Colorado; 
Telephone: Grand Junction 3000. 


(j) Licenses. Arrangements will be made by the Commission for 
the issuance of licenses, pursuant to the Atomic Energy Act of 1946, 
covering deliveries of source material to the Commission under this 
section and § 60.5a. 

(k) Limitation of commitment. Commitments by the Commission 
to accept delivery of ores are limited to the provisions of this section 
and § 60.5a as amended from time to time, or to written contracts be- 
tween the Commission and sellers. Other commitments purporting to 
be made by the Commission’s field personnel or other agents of the 
Commission will not bind the Commission unless they are in accord 
with the provisions of this section and § 60.5a or other official circulars. 

§ 60.5a. Schedule I; minimum prices, specifications, and condi- 
tions— 

(a) Prices. Payment for delivery of the ores will be computed 
on the following basis: 

(1) Uranium. (i) Ores assaying less than 0.10 percent: no pay- 
ment. Any such ores which are delivered to the purchase depot shall, 
unless otherwise specifically agreed to by buyer, become the property 
of the buyer as liquidated damages for buyer’s expense of weighing, 
sampling, and assyaing, and after sampling may be placed in process, 
commingled, or otherwise disposed of by buyer. If seller has any 
question as to the quality of his ore, it is suggested that before ship- 
ment and delivery to the purchase depot a representative sample be 
submitted to the buyer or to one of the umpires for assay at sealler’s 
expense. The buyer at its discretion may assay a limited number of 
samples without charge. 

(11) Ores assaying 0.10 percent U;O, and more, as follows: 

Payment per 


U;:0s; assay: pound U,0s 
re is San Bh a esl ch fd std oe hilo ktintb etl $1. 50 
I 1 Ts alk pcemtnll ceiasedchendieeodeapedintencaetncd badaie 1. 70 
a i estate nears lal ni mses nen ie dggicie ehcp aniab niente eg moked al 1. 90 
nD aE hed 1 os ken intebeesminaiens 2.10 
I Sak sect hi tlenths teed inoadntodiidelen itl ble bichib dbideattile 2. 30 
I clad a i Be cic i csatneeiialin auihieea dill 2. 50 
a a ale tail wes 2. 70 
a ik action listed ah eth i nee gh qhabiiertmeincansctpeeaa 2. 90 
ae sich chan cg cecil as ects tla pepe rte aber asien sa ntinettaiels 3. 10 
I ke aca ats) a 3. 30 
een ac ol anes aditiaa esnbpleereciaihd dip mnips echepniemeninteiens 3. 50 


(iii) Premius on uranium: $0.75 per pound for each pound of 
U;0O, in excess of 4 pounds U;O; per short ton (2,000 pounds per ton) 
of ore and an additional premium of $0.25 per pound for each pound 
in excess of ten pounds U;Os; per short ton. Fractional parts of a 
pound will be paid for on a pro rata basis to the nearest cent. 

(2) Vanadium. V.O,; at $0.31 per pound up to, but not exceeding, 
ten pounds of V.O, for each pound of U;O, contained in ores. No 
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factor will be included for V,O; in excess of ten pounds for each pound 
of U;QOs, although buyer may, from time to time, publicly announce 
that, for limited periods by written agreements with individual 
producers, V,O; in excess of ten-to-one will be paid for. Any such 
announcement will be made by posting a notice to this effect at the 
Monticello depot and through such other channels as are deemed 
suitable to achieve maximum dissemination among producers. Excess 
V.0; shall be deemed to be buyer’s property. 

(8) Allowances. (i) A development allowance of $0.50 per pound 
U;0, contained in ores assaying 0.10 percent U;O, or more in recogni- 
tion of the expenditures necessary for maintaining and increasing de- 
veloped reserves of uranium ores. Fractional parts of a pound will 
be paid for on a pro rata basis to the nearest cent. Sellers accepting 
this allowance are deemed to agree to spend such funds for the de- 
velopment or exploration of their properties. Sellers delivering less 
than 1,000 short tons per calendar year will not be required to submit 
an accounting record of expenditures for development or exploration 
pursuant to this agreement but sellers delivering in excess of 1,000 
short tons per calendar year will be required, under the terms of 
their contracts, to submit proof satisfactory to the Commission that 
funds equivalent to the amount received as development allowance 
have been spent for development or exploration either during the 
contract period or within six months thereafter, unless otherwise pro- 
vided in the contract. 

(ii) A haulage allowance of 6¢ per ton mile for transportation of 
ore paid for under §§ 60.5 and 60.5a from the mine where produced to 
the purchase depot specified by the Commission, up to a maximum 
of 100 miles. The haulage distance from the mine to the purchase 
depot will be determined by the Commission and its decision will be 
final. Tonnages for purposes of this allowance shall be calculated on 
the basis of natural weights rather than dry weights. 

(d) Adjustment of assays. Assays shall be adjusted to the nearest 
0.01 percent for purposes of payment. 

(b) Quality and size. Ores will not be accepted by buyer under 
§§ 60.5 and 60.5a which, in buyer’s judgment: 

(1) Contain less than 0.10 percent U;Os: 

(2) Contain more than three parts of lime (CaCO,) to one part of 
V,0., or a total of more than 6 percent lime in the ore; 

(3) Contain impurities deleterious to buyer’s extraction process or 
for any other reason are not amenable to it; 

(4) Contain lumps in excess of twelve inches in size. 

Note: The Commission will be interested in discussing arrangements for de- 
livery to it of types of uranium-bearing materials other than those for which 
guaranteed prices have been established such as tailings, mill products, and 
ores of types not acceptable under §§ 60.5 and 60.5a. 

(60 Stat. 755-775 ; 42 U. S. C. 1801-1819. Interpret or apply sec. 5, 60 Stat. 761, 
42 U.S. C. 1805) 

Effective March 1, 1951 through March 31, 1958. 

Dated at Washington, D. C. this 26th day of February 1951. 

By order of the Commission. 

M. W. Borer, 


General Manager. 
[F. R. Doc. 51-3190; Filed, Mar. 12, 1951; 8: 45 a. m.] 
{Amended—F. R. Doc. 53-8782; Filed, Oct. 15, 1953 ; 8: 45 a. m.] 
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DEPARTMENT OF JUSTICE, 
‘OrFIce OF THE Deputy ATTORNEY GENERA 
Washington, D. C., May 4, 1956. 
Hon. James O. Eastuanp. 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D.C. 


Dear Senator: This is in response to your request for the views of 
the Department of Justice concerning the bill (S. 2485) conferring 
jurisdiction on the Court of Claims to make certain findings with re- 
spect to the amount of compensation to which certain independent 
ore producers are equitably entitled for uranium supplied by them to 
the United States, or its agents, during the period January 1, 1939, 
to April 10, 1948, and to provide for payment of amounts so deter- 
mined to such producers. 

The purpose of this bill is to provide compensation to independent 
ore producers who produced or mined uranium-bearing ores in the 
Colorado Plateau area and sold such ore to the United States or its 
agents during the period from January 1, 1939, to April 10, 1948. It 
is in the nature of a gratuity, since there is no legal obligation upon the 
United States further to pay for such ore. During the greater portion 
of this period this ore was sold to and purchased by the United States 
solely for its vanadium content, but during the latter part thereof 
because of the wartime secrecy restrictions imposed, these producers 
were unaware of the fact that the purchase of these ores was for their 
uranium content. The producers were actually paid for the ore solely 
on the basis of its value as vanadium ore. 

Information obtained from the Atomic Energy Commission with 
respect to the procurement methods employed during the period in 
question discloses that the purchased ore was first processed for 
extraction of vanadium and that the residue, or tailings as it was 
commonly known, was then reprocessed for removal of the uranium 
contained therein, if any. 

Section 1 of the bill calls for payment to “independent ore producers 
who delivered uranium-bearing ores.” The term “independent pro- 
ducers” as used in the bill gives rise to considerable ambiguity with 
respect to who is intended thereby. While the Government, or its 
agents, would purchase all available ore produced during this time, 
there were other producers who mined ore pursuant to contract with 
the United States at a fixed price. Whether it is intended additionally 
to compensate these contract producers is not made clear in the bill. 

Section 3 of the bill states that $3.50 per pound of uranium was 
the price set by the Atomic Energy Commission in the first publicly 
announced price schedule published on April 10, 1948. Inquiry of 
the Atomic Energy Commission discloses that the average price paid 
for uranium ore of the grade the mines herein concerned were pro- 
ducing, was $2.30. It was only the highest grade of ore which was 
priced at $3.50, less the refining costs. There was moreover an ex- 
tremely limited private market for uranium ore during the period 
covered by the bill and the prevailing price was considerably lower 
than the figure set in the bill. 

The Atomic Energy Commission advises that it has no record of 
the tonnage of ore delivered by the producers or their identity. It 
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would thus be necessary to depend on the refineries’ figures if such 
records were kept, which in all probability are not subject to verifica- 
tion, or the producers’ own records. It is moreover doubtful that 
such figures are presently available. 

In view of the considerations above mentioned, the Department of 
Justice is unable to recommend enactment of the bill. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely, 
WruiuM P. Rocers, 
Deputy Attorney General. 


Treasury DEepaRTMENT, 
Washington, April 19, 1956. 
Hon. James O. Eastuanp, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 


My Dear Mr, CuHarrman: This is in response to the committee’s 
letter dated February 1, 1956, requesting a report on S. 2485, con- 
ferring jurisdiction on the Court of Claims to make certain findings 
with respect to the amount of compensation to which certain inde- 
=e ore producers are equitably entitled for uranium supplied 

y them to the United States, or its agents, during the period January 
1, 1939, to April 10, 1948, and to provide for payment. of amounts so 
determined to such producers. If enacted, the bill would require the 
Government to pay for the uranium content of uranium-bearing ores 
produced in the Colorado Plateau area and delivered to the Govern- 
ment during the period January 1, 1939, to April 10, 1948. 

The only operations of which this Department has acknowledge 
falling within the purview of this bill are those of the former Metals 
Reserve Company, a World War II subsidiary of the Reconstruction 
Finance Corporation, under 3 contracts with United States Va- 
nadium Corp. and possibly, also, 1 contract with Vanadium Corpora- 
tion of America. Purchases under these contracts began about the 
middle of 1942 and were discontinued about the middle of 1944. This 
Department has no knowledge regarding purchases of uranium-bear- 
ing ores by any other Government agency. 

The Treasury Department opposes the enactment of this bill 
because, on the basis of our knowledge, (1) having paid a fair price 
for the ores, the Government has neither a legal nor a moral obligation 
to make any additional payment, (2) the bill would constitute special 
legislation favoring a comparatively small number of miners, (3) in 
view of the probable unavailability of records, the passage of time and 
dispersal of personnel, it will be extremely difficult, if not impossible, 
for the Government to verify claims. The attached memorandum 
sets forth the pertinent facts in greater detail. 

The Department has been advised by the Bureau of the Budget that 
there is no objection to the submission of this report to your committee. 

Very truly yours, 
W. Ranvoiexn Burgess, 
Acting Secretary of the Treasury. 
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MEMORANDUM 


Re S. 2435, conferring jurisdiction on the Court of Claims to make 
certain findings with respect to the amount of compensation to which 
certain independent ore producers are equitably entitled for uranium 
supplied by them to the United States, or its agents, during the period 
January 1, 1939, to April 10, 1948, and to provide for payment of 
amounts so determined to such producers. 

The pertinent facts as disclosed by our files are: Metals Reserve 
Company, a World War II subsidiary of Reconstruction Finance 
Corporation, entered into three contracts with United States Vana- 
dium Corp. (contracts Nos. AA-46, AA-60, and AA-92) under which 
the Vanadium Corp. would investigate vanadium properties in the 
Southwest and bakchside such ores from producers on terms approved 
by Metals Reserve Company. Under contract AA-46 the Vanadium 
Corp. purchased approximately 3,134 short dry tons of vanadium ores 
at an approximate cost of $25,400, and under contracts AA-60 and 
AA-~92 the purchase approximated 177,635 short dry tons at an approx- 
imate cost of $3 million. Metals Reserve Company also entered into 
a contract with the Vanadium Corporation of America (contract No. 
AA-168) under which some vanadium ores may have been purchased. 

Purchases under the above contracts started about the middle of 
1942 and were discontinued about the middle of 1944, when the War 
Production Board advised Metals Reserve Company that it was 
withdrawing from the vanadium program in view of large stocks on 
hand. After first obtaining approval of the War Department, Metals 
Reserve arranged to cancel its vanadium commitments. We do not 
know whether any agency of the Government was purchasing uranium- 
bearing ores during the balance of the period covered by S. 2435; 
namely January 1939 to April 1948. 

It is not known how many producers actually delivered vanadium 
ores under the above contracts but, in a report prepared on contracts 
AA-60 and AA-92 with United States Vanadium Corp., it is stated 
“The ore came from hundreds of small mines scattered over a large 
area of southwestern Colorado, southeastern Utah, and northwestern 
New Mexico,” which is part of the so-called Colorado Plateau area 
named in §. 2435. Also, we do not know whether the uranium con- 
tent of such ores was recovered, but this fact could probably be 
developed through the vanadium companies. Under the contracts 
referred to above the producer was paid only for the vanadium content 
of the ores (V.O;). 

The bill provides for the payment of $3.50 per pound for uranium 
and also prescribes that all uranium-bearing ores be deemed to contain 
5.20 pounds of uranium per short ton. On this basis of calculation 
180,000 short tons of vanadium purchased by the Government would 
require an expenditure of approximately $3,290,000 under the three 
above-mentioned contracts with United States Vanadium Corp. 
(5.20 times $3.50 equals $18.20 per ton). Other contracts may be in- 
volved but it should be pointed out that, while two large vanadium 
mining companies probably still have records of their sales to the 
Government so long ago, it is highly doubtful whether the small pro- 
ducers would at this late date have any such records. 

With regard to the Government’s having sources from which claims 
might be verified, the Metals Reserve records have been in dead stor- 
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age for several years and, pending development as to what form the 

roducers’ claims might take if the bill is enacted into law, it cannot 
a ascertained whether the records would be suflicient to enable the 
claims to be verified. Other equally important administrative difficul- 
ties that would be encountered in the handling of claims at this late 
date stem from the fact that personnel familiar with these matters 
have long since left RFC and their whereabouts are unknown except in 
a few instances. Furthermore, the administrative expense of handling 
hundreds of small claims would be substantial. 

Aside from the administrative difficulties and expense, enactment of 
the bill should be opposed primarily for the following reasons: 

1. The owners of the vanadium ores delivered under the aforesaid 
contracts were perfectly willing to sell the ores at the prices paid by 
the Government and the Government therefore has neither a legal 
nor a moral obligation to make any additional payment for such 
ores. Uranium became so valuable only as the result of the Govern- 
ment’s expenditure of billions of dollars in atomic research and ura- 
nium owners now have such a valuable commodity only because of the 
Government’s past and continuing gigantic expenditures for atomic 
research. 

2. The bill would constitute special legislation favoring uranium- 
bearing ores coming only from a certain area and even if enlarged 
to embrace all such ores coming from any section of the United States, 
it would still favor a comparatively small number of miners (i. e., 
those delivering vanadium ore) as compared to the vast number of 
small miners who delivered other types of ores to the Government 
during the same period. 

We are unable to comment on the formula prescribed by the bill for 
computing payments and suggest that advice regarding the reasonable- 
ness of the formula be sought from the Atomic Energy Commission 
and possibly the Bureau of Mines. 


Atomic Enerey Commission, 
Washington, D. C., March 30, 1956. 
Hon. James O. Eastianp, 
Chairman, Committee on the Judiciary, 
United States Senate. 

Dear SENATOR EAstLAnD: In accordance with request contained in 
Senator Kilgore’s letter of February 1, 1956, we have prepared the 
enclosed report on S. 2435, conferring jurisdiction on the Court of 
Claims to make certain findings with respect to the amount of com- 
pensation to which certain independent ore producers are equitably 
entitled for uranium supplied by them to the United States, or its 
agents, during the period January 1, 1939, to April 10, 1948, and to 
provide for payment of amounts so determined to such producers. 

The Bureau of the Budget has advised us that it has no objection to 
the submission of a report such as this with regard to H. R. 7226, which 
is identical in substance with S. 2485. The Bureau has also advised 
us that it is strongly opposed to the enactment of that legislation. 


Sincerely yours, 
W. F. Lipsy 


(For Chairman). 
Report: On S. 2435. 
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Reference: Letter dated February 1, 1956, received from Senator 
Harley M. Kilgore, chairman, Committee on the Judiciary, 
United States Senate, requesting an expression of our views on 
the proposed legislation. 


Carnotite, a radioactive mineral containing both uranium and 
vanadium was discovered on the Colorado Plateau in 1899, but large- 
scale mining and refining operations did not begin until about 10 
years later. Between 1911 and 1923, high-grade carnotite ores were 
selectively mined principally for their radium content and to a minor 
degree for the byproduct vanadium, used as an alloying element in 
the manufacture of steel, and uranium, which at that time was used 
principally in the ceramics industry. After 1923, production declined 
rapidly because of the unfavorable position of carnotite in the radium 
field as compared to the rich ores of the Belgian Congo, For the 
next several years the carnotite ores of the Colorado Plateau were 
not mined to any great extent and there was no Government program 
for their acquisition. However, during the mid-1930’s, production 
of vanadium by private companies increased substantially. Subse- 
quently, the increased demand for vanadium brought about by 
World War II further stimulated production throughout the region, 

Late in 1941, the War Production Board sponsored an extensive 
program of vanadium procurement and requested Metals Reserve 
Company, a subsidiary of Reconstruction Finance Corporation, to 
purchase vanadium-bearing ores and concentrates. As the vanadium 
situation became increasingly critical during the immediately succeed- 
ing months, United States Vanadium Corp, and Vanadium Corpora- 
tion of America were brought into the program by Metals Reserve 
Company through contractual arrangements, which in general pro- 
vided that USV and VCA would purchase ores from various sources 
and process such ores for the recovery of their vanadium content. 
Also, a program of exploration was undertaken to develop new sources 
of vanadium-bearing ores. In addition, the RFC through its war- 
time subsidiaries, Defense Plant Corporation and Metals Reserve 
Company, provided added milling capacity by financing the construc- 
tion of plants at Durango, Colo., and Monticello, Utah, which were 
operated under contract by USV and VCA, respectively. These two 
companies also carried on privately financed vanadium operations. 

By mid-1943, large stockpiles of vanadium had been accumulated 
and in September of that year, the War Production Board recom- 
mended curtailment of the vanadium-procurement program. In 
November 1943, discussions relative to the curtailment were entered 
into by the War Production Board, Metals Reserve Company, and 
the Army, which had indicated an interest in the carnotite-type ores 
and in the tailings of vanadium mills on the Colorado Plateau. (This 
interest, of course, was in the uranium content of such ores and tail- 
ings.) Consideration was given to the possibility of the Army taking 
over the Government-owned vanadium-processing facilities for such 
program as it might have in mind. However, no action was taken 
in this regard and early in 1944, Metals Reserve Company terminated 
its program for stimulation of vanadium production. USV, VCA, 
and the small producers either discontinued operations or decreased 
their production commensurate with commercial requirements. 
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The earliest investigations by personnel of the Manhattan Engineer 
District into the uranium potentialities of the Colorado Plateau took 
place late in 1942. As a result of the oe and refining carnotite 
ores for the recovery of radium and vanadium during previous periods, 
there were large accumulations of tailings which contained uranium. 
The MED investigations showed that these stockpiled tailings as 
well as tailings produced from current vanadium operations consti- 
tuted by far the principal source of domestic material readily available 
for the recovery of uranium in a 2-year period. These materials were 
obtainable from the USV plant at Uravan, Colo.; the VCA plant at 
Naturita, Colo.; and the Metals Reserve Company plants at Durango, 
Colo., and Monticello, Utah. 

According to the Manhattan Engineer District history, in general 
the ne arrangements were made to procure uranium-bearing 

S 


raw materials from these domestic sources for further processing to 
black oxide: 


(a) United States Vanadium Corp. agreed to: 

1. Construct and operate, at its own expense, a uranium sludge 
plant on the site of the USV plant at Uravan, Colo. The feed for 
this plant was to be derived from the existing vanadium-tailings 
stockpile at Uravan, supplemented by the tailings of current 
vanadium operations at Uravan. The output of uranium sludge 
was purchased by the Manhattan Engineer District on a unit- 
price basis and was then refined to produce black oxide. 

2. Construct at Government expense, and operate for the 
Government, a uranium-vanadium sludge plant on the site of 
the vanadium plant at Uravan, Colo., on a cost-plus-fixed-fee 
basis. The feed for this plant was to be the stockpiled tailings 
existing at Uravan, as well as various tailings procured by the 
Manhattan Engineer District from VCA’s stockpiles at Naturita. 
The tailings were purchased by the Manhattan Engineerin 
District at a unit price based upon the recoverable U;O, an 
V.O, obtained in the central refinery at Grand Junction, Colo. 

3. Construct at Government expense, and operate for the 
Government, a uranium-vanadium sludge plant on the site of 
the Durango, Colo., plant, which was being operated for Metals 
Reserve. This construction and operation was done on a cost- 
plus-fixed-fee basis. The feed for the plant was to be the vana- 
dium tailings stockpiled at Durango and also tailings derived 
from current vanadium production at Durango, both of which 
were owned by Metals ain Company. . The tailings were 
purchased by the Manhattan Engineer District at a unit price 
based upon the recoverable U;O, and VO; obtained in the central 
refinery at Grand Junction. 

4. Construct at Government expense, and operate for the Gov- 
ernment a central refinery at Grand Junction, Colo., on a cost- 
plus-fixed-fee basis. The object of the central refinery was to 
remove the vanadium contained in the uranium-vanadium sludge 
produced at Uravan and Durango. This uranium sludge was 
then suitable for further refining to black oxide. 

(6) Vanadium Corporation of America agreed to: 

1. Produce uranium-vanadium sludge from current vanadium 

operations at their Naturita, Colo., plant. These sludges were 
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then purchased by the Manhattan Engineer District on a unit- 
price basis. Most of the tailings resulting from the sludge- 
producing operation were of too low grade for further treatment, 
Sell to the Manhattan Engineer District stockpiles of 
yaa tailings from the past vanadium operations and high- 
content tailings from current production at Naturita, These 
tailings were to be further treated in the Manhattan Engineer 
District-owned facilities at Uravan and Grand Junction. 
(c) Metals Reserve Company agreed to: 

1. Sell to the Manhattan Engineer District stockpile of vanadi- 
um operations at the Monticello, Utah, plant which was operated 
at Durango, Colo., operated by USV for Metals Reserve. The 

tailings were purchased at a unit price based upon the recovery 
of U,O, and V.O; in the Manhattan Engineer District-owned 
facilities at Grand Junction. 

2. Produce uranium-vanadium sludge from the current vanadi- 

um operations at the Monticello, Utah, plant which was operated 
by VCA for Metals Reserve. The sludge was purchased on, « 
unit-price basis by the Manhattan Engineer District from Metals 
Reserve. 


In addition to the tailings procured from these three major com- 
panies small lots of tailings were purchased in scattered localities and 
processed in MED facilities, if the delivered cost of such tailings was 
not excessive. 

Except for a relatively small purchase made in November 1942, all 
of the MED contracts for procurement of uranium raw inaterials 
were executed subsequent to May 1943, and contractual operations 
for the recovery of uranium outlined above were substantially com- 
pleted by mid-1945. There were a few Government-sponsored 
operations between that time and 1948 consisting of occasional 
contracts with the vanadium-producing companies when they were 
operating their plants; however, these operations were insignificant 
in relation to the prior uranium- procurement program. 

Although complete data are not available in AEC files, it is esti- 

mated that approximately 75 percent of the uranium obtained 5y 
MED under its domestic procurement program through 1945, was 
derived from vanadium tailings accumulated at mills prior to the 
execution of the MED contracts. There were, in addition, stockpiles 
of raw ore at the mills purchased prior to the dates of these contracts. 

As to prices for tailings purchased, USV received 30 cents per pound 
of uranium recovered (exclusive of processing cost) which was equiv- 
alent to about 25 cents per pound of uranium contained in tailings. 
I» one instance this company received payment of $1.10 per pound 
of uranium contained as a rel fined product. The contracts with VCA 
provided for a price of 25 cents per pound of uranium contained in 
tailings and prices ranging from 55 cents to $1.50 per pound for 
uranium in a siudge. Prices paid Metals Reserve Company varied 
from 20 cents per pound of uranium in tailings to $1.10 per pound for 
uranium contained in a sludge. 

The uranium-procurement program of the MED was initially kept 
secret for security reasons. Although S. 2435 makes reference to the 





COMPENSATION DUE CERTAIN ORE PRODUCERS 25 


period January 1, 1939, to April 10, 1948, as pointed out above, the 
principal contracts under the MED program were entered into subse- 
quent to May 1943, and contractual operations by MED for the re- 
covery of uranium were substantially completed by mid-1945. Ores 
produced in the Colorado Plateau and purchased by Government agen- 
cies during the period immediately prior to 1943 were, with one minor 
exception, acquired for their vanadium content. At that time, there 
was no Government-sponsored uranium program. After August 6, 
1945, the date of the atomic bomb attack on Hiroshima, it became gen- 
erally known that uranium had a place in the defense program and 
transactions involving the purchase of ores for their uranium content 
were not subject to the same degree of secrecy as prevailed during 
the preceding 2-years. Although the Atomic Energy Commission 
entered into contracts with USV and VCA for byproduct uranium in 
1947, it did not have a uranium-procurement program until 1948. 
These facts indicate that it is extremely difficult, if at all possible, to 
determine which ore producers, if any, should be entitled to compen- 
sation. 

The price of $3.50 per pound for U;Os, referred to in section 3 of the 
proposed legislation, which was established by the Commission on 
April 10, 1948, under Domestic Uranium Program Circular 1, did not 
apply to low-grade ores of the Colorado Plateau but to an ore or con- 
centrate having a minimum U,0Q, content of 10 percent. This price 
was subject to a deduction to cover cost of refining such ores or concen- 
trates to standards of purity required for the Commission’s operations. 
Domestic Uranium Program Circular 3, dated April 9, 1948, estab- 
lished a minimum price for uranium bearing carnotite-type and 
roscoelite-type ores of the Colorado Plateau with a minimum U;O, 
content of 0.10 percent. The schedule set forth in this circular pro- 
vided a sliding scale for ores of various grades. The price under 
Circular 3 for ores having a uranium content of 5.20 pounds per short 
ton of ore equivalent to 0.26 percent U;O3 would be $2.30 per pound 
rather than $3.50. An average U;O; content of 0.26 percent appears 
reasonable although we have no ore shipment data to provide an 
actual basis for such conclusion. Individual ore shipments may have 
varied from less than 0.10 percent U;Os, which is not considered ore 
under the present buying schedule, to substantially higher percentages. 

The average price paid by MED for high-grade ore and concentrates 
having a uranium content of from 65 to 97 percent was less than $2 per- 
pound. A question, therefore, arises as to whether other producers 
who delivered ore of a much lower grade should be compensated at a 
higher price. 

With reference to the designation “independent ore producers” ap- 
pearing in the proposed legislation, it is pointed out that the two large 
vanadium companies produced during the war period substantial ton- 
nages of vanadium ores which were also uranium bearing and delivered 
such ores to a Government agency, Metals Reserve Company. Ac- 
cordingly, a question arises as to whether these companies would be 
eligible for compensation under the bill. 

The Commission is not in possession of records of purchase of ores 
which were acquired by Metals Reserve Company or its contractors 
during the period covered by the proposed legislation. 
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SupPLeEMENTARY STATEMENT oF Senator CLINTON P. ANDpERson, 
CHAIRMAN OF THE JoInT Commirrere on Atomic ENERGY, For Use 
oF SENATE COMMITTEE ON THE JUDICIARY, CONCERNING S, 2435. 


Supplementing my statement submitted to your special subcom- 
mittee on May 4, 1956, and in accordance with your request, I am 
pleased to er this further statement for the consideration of 
your subcommittee. 

As a result of the facts brought forth at the hearing on May 4, I am 
now convinced that S, 2435 should either be act in committee— 
or else rejected. I will first discuss the need for amendment, and 
then express my misgivings as to the overall merits of the bill. 

As to possible amendments, it is my opinion that S. 2435 needs 
amendment in at least three respects: 

1. The intended beneficiaries and purpose of the bill. 

2. The time period covered by the bill. 

3. The price for uranium provided by the bill. 

I would like to make a few comments—and raise a few questions— 
as to each of these three possible amendments. 

1. The intended beneficiaries and purpose of the bill—Apparently, 
S. 2435 is not intended to provide any compensation to the United 
States Vanadium Corp. or the Vanadium Corporation of America, 
It was stated at the hearing that these two companies would be ex- 
cluded under the present bill because of the language in section 1 
that payment shall be made to those “who were not paid for the 
uranium content of such ores * * *.” However, it would appear 
that this language, by itself, would not necessarily exclude the two 
companies from any payment. 

Let us refer to the AEC memorandum submitted at the May 4 
hearings. At the top of page 4, it is pointed out that Metals Reserve 
Company, a subsidiary of Reconstruction Finance Corporation, con- 
structed and operated (through United States Vanadium Corp. and 
Vanadium Corporation of America as agents) milling plants at Du- 
rango, Colo., and at Monticello, Utah. Apparently both ore and 
tailings were purchased at both plants from United States Vanadium 
Corp. and Vanadium Corporation of America, as well as from inde- 
pendent producers. The same price apparently was paid to all sellers 
for low-grade ores. At the top of page 6 of the AEC memorandum 
appears the following remark: 

“With reference to the designation ‘independent ore producers’ ap- 
pearing in the proposed legislation, it 7s pointed out that the two large 
vanadium companies produced during the war period substantial ton- 
nages of vanadium ores which were also uranium bearing and de- 
livered such ores to a Government agency, Metals Reserve Company. 
Accordingly, a question arises as to whether these companies would be 
eligible for compensation under the bill.” [Italic added. ] 

As the bill now reads, it would appear possible that the two large 
companies could recover compensation for “substantial tonnages” of 
ores delivered to Metals Reserve Company. The proponents estimate 
that approximately $3.3 million will be required by the Government 
to pay claims under this bill. If the two large companies are also 
entitled to compensation for the deliveries they made to Metals Re- 
serve Company, how much more will be needed ? 
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Moreover, on what basis can these two companies be fairly ex- 
cluded? It is true that they had knowledge of the Government’s 
desire for uranium, and they did not demand compensation. Are they 
to be penalized because of this generosity? As to the ores delivered 
to Metals Reserve Company, it would seem that the two companies 
are entitled to compensation just as much as the small miners are, if 
any one is entitled to compensation. 

The bill still needs an amendment, in my opinion, to make clear to 
whom and why it gives compensation. 

2. The time period covered by the bill.—The bill provides that com- 
pensation shall be paid for ore supplied during the period January 1, 
1939, to April 10, 1948. I believe that the correct period is from May 
1, 1943, to August 5, 1945. 

As indicated by the AEC memorandum, the Government purchases 
of uranium extended (with one small exception), from May 1948 to 
mid-1945. At page 4 of the AEC memorandum appears the following 
quotation : 

“Except for a relatively small purchase made in November 1942, all 
of the MED contracts for procurement of uranium raw materials were 
executed subsequent to May 1943, and contractual operations for the 
recovery of uranium outlined above were substantially completed by 
mid-1945.” [Italic added.] (MED is the abbreviation for Manhat- 
tan Engineering District.) 

An earlier AEC memorandum furnished to the Joint Committee on 
Atomic Energy concerning a similar bill before the 83d Congress on 
this subject indicates that the “relatively small purchase in November 
1942” consisted of a 7-ton purchase. 

As indicated by the AEC memorandum, as well as by statements 
submitted at the hearing, ores produced prior to 1943 were produced 
by the miners solely in anticipation of payment for their vanadium 
content. At page 5 of the AEC memorandum appears the following: 

“Although H. R. 7226 makes reference to the period January 1, 
1939, to April 10, 1948, as pointed out above, the principal contracts 
under the MED program were entered into subsequent to May 1943, 
and contractual operations by MED for the recovery of uranium were 
substantially completed by mid-1945. Oves produced in the Colorado 
Plateau and purchased by Government agencies during the period 
immediately prior to 1943 were, with one minor exception, acquired 
for their vanadium content. At that time, there was no Government- 
sponsored uranium program.” [Italic added. ] 

It seems clear therefore that the time period in the bill should be 
from May 1, 1943, to August 5, 1945. What is the theory behind the 
suggestion that the Government should pay for the uranium content 
in ores produced beginning January 1, 1939? The Government ura- 
nium-purchasing program did not even begin until 4 years later, but 
apparently the theory is as follows: 

Beginning sometime in 1939, apparently, United States Vanadium 
Corp. began actual treatment of ore for the recovery of uranium. 
(See prepared statement of Mr. Blair Burwell, p. 5.) Was payment 
made to the miners for this uranium content? Apparently not. If 
there was any deception during the period January 1, 1939, until 
May 1943, it was not by the United States Government—it was by the 
United States Vanadium Corp. 
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During 1939, 1940, 1941, and 1942, United States Vanadium Corp, 
reportedly treated a total of 105,844 tons for uranium recovery. (See 
prepared statement of Mr. Blair Purwell, p. 5.) 

Why did the United States Vanadium Corp. not pay the miners for 
the uranium content in the ores during this period! No reason is 
given. Was it because of “wartime secrecy restrictions”? This ap- 
pears not to be the case. 

The implication therefore arises that the uranium had no value 
during this period. If it did have value, it would appear that the 
United States Vanadium Corp. was at fault with regard to the miners, 
I see no reason why Uncle Sam should pay for any deception volun- 
tarily undertaken by Mr. Blair Burwell and the United States Vana- 
dium Corp., without benefit of any wartime government purchasing 
program or any “wartime secrecy restrictions.” 

Moreover, it is clear that Uncle Sam later, in 19438, paid Mr. Burwell 
and his company for this uranium. (See Mr. Burwell’s prepared 
statement, pp. 5-8.) 

If Mr. Burwell believed that payment should be made to the inde- 
pendent miners because of their original ownership of the ores prior 
to sale to his company, why did he not, upon receiving payment from 
the Government in 1943, set aside the proper amounts in trust for 
the miners in order that they might later be paid when wartime 
secrecy restrictions should be lifted? Mr. Burwell, by his own candid 
statement, appears to be the keyman in this picture. Perhaps Mr. 
Burwell should be recalled for further explanation. 

3. The price provided by the bill.—S, 2435 provides that a price of 
$3.50 per pound of uranium shall be paid. This price is clearly 
excessive. 

As indicated by my earlier statement, the 1948 price deliberately 
included a subsidy in order to stimulate further exploration and 
development of uranium sources. As all witnesses have testified, the 
ores in question were produced because of their vanadium content. 
No additional work by the miners was needed nor performed. There 
is no reason why the 1948 stimulation price should apply to ores pro- 
duced during the 1943-45 period. 

(As a side point, it is interesting to note that even under the 1948 
price, the figure of $3.50 is erroneous. The following quotation is 
taken from page 5 of AEC memorandum: 

“The price of $3.50 per pound for U,QOs, referred to in section 3 of 
the proposed legislation, which was established by the Commission 
on April 10, 1948, under Domestic Uranium Program Circular 1, did 
not apply to low-grade ores of the Colorado Plateau but to an ore or 
concentrate having a minimum U;,Q, content of 10 percent. This 
price was subject to a deduction to cover cost of refining such ores 
or concentrates to standards of purity required for the Commission’s 
operations. Domestic Uranium Program Circular 3, dated April 9, 
1948, established a minimum price for uranium bearing carnotite-type 
and roscoelite-type ores of the Colorado Plateau with a minimum 
U,Os content of 0.10 percent. _The schedule set forth in this circular 
provided a sliding scale for ores of various grades. The price under 
circular 3 for ores having a uranium content of 5.20 pounds per short 
ton of ore equivalent to 0.26 percent U;O, would be $2.20 per pound 
rather than $3.50.”) 
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Perhaps a price of 25 cents per pound should be provided in the bill. 
This is the price reportedly paid to the United States Canadium Corp. 
and the Vanadium Corporation of America for low-grade uranium 
ores during the 1943-45 period. These two companies had knowledge 
of the Government’s need for uranium, and they reportedly were 
willing to sell the low-grade ores to the Government during the war 
period at this price because of patriotic reasons. (They apparently 
negotiated a higher price of $1 per pound for higher grade concentrates 
of 15 percent. See Mr. Burwell’s testimony, p. 71 of the transcript.) 
If there had been no secrecy restrictions, and if the miners had been 
publicly asked at that time to sell their uranium to the Government, 
would they have asked for a higher price? Are we to assume that the 
independent ore producers are less patriotic, and less devoted to their 
country, than the two large corporations? I think not. 

Also, as I mentioned to you during the hearing, the United States 
Government purchased far larger quantities of much higher grade 
uranium from sources in other countries during the war. The prices 
paid, and the quantities involved, cannot be made public, but the 
average price was somewhere between $1 and $2 per pound. The 
following quotation appears on page 5 of the AEC statement: 

“The average price paid by MED for high-grade ore and 
concentrates having a uranium content of from 65 to 97 percent was 
less than $2 per pound. A question therefore arises as to whether 
other producers who delivered ore of a much lower grade should be 
compensated at a higher price.” 

If during 1943-45 the Government purchased the bulk of its ura- 
nium by paying $2 or less per pound for 65 percent or higher grade ore, 
is a price of 25 cents per pound for 0.26 percent low grade ore 
equitable? Ithinkso. 

The heart of the matter is this: During the war Uncle Sam pur- 
chased uranium for what now appears to be a bargain price. This was 
possible because uranium, for the quantity needed, was easily available 
at that time. In 1948 our demands for uranium skyrocketed, and 
so did the price. But there is no reason to apply the 1948 price to 
1943-45 uranium. 

For all of these reasons, I believe that 25 cents per pound is the 
equitable and proper price for the 1943-45 period, and is the price 
that should be provided in the bill. 

As to the overall merits of S. 2435, I have some doubts as to whether 
the bill should be passed at all, for the reason that the Government 
has already paid for all of this uranium (except for the raw ores, if 
any, delivered to Metals Reserve Company). S. 2435 would exact a 
double payment from Uncle Sam. This can be demonstrated by 
means of the following brief recapitulation : 

The miners of the Colorado Plateau area had, before World War II, 
long produced carnotite and sold it to the two large milling companies 
because of its vanadium content. The milling companies—long before 
any “wartime secrecy restrictions” were imposed—adopted the practice 
of paying the miners only for the vanadium content in the carnotite. 
About 1939 at least 1 of the 2 companies began stockpiling such 
uranium and treated it in all respects as their own property. In 1943 
the Government began buying uranium and paid a reasonable price 
for it. It paid the purchase price to the milling companies. Since 
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the milling companies had previously treated the uranium content in 
the carnotite as their own property, the Government’s action seemed 
proper. Now the Government is being asked to pay again—for the 
same uranium—this time to the miners, The taxpayers of the United 
States have already spent billions and billions of dollars for the atomic 
energy program. Why should Uncle Sam always be expected to pay 
more—and more—and more ? 

During World War II the United States was not faced with a ura- 
nium shortage. As indicated above, other sources of much higher 
grade uranium ores were available, and if you care to go into executive 
session, I would be able to furnish you specific facts and figures. The 
big drive for uranium began in 1948. 

summary, S. 2435 should, in my opinion, either be amended in 
committee or rejected. The amendments suggested here would clar- 
ify the purpose and the beneficiaries under the bill, would limit the 
period to the correct dates when the Government actuaily purchased 
uranium (May 1, 1943, to August 5, 1945), and would limit the price 
to its proper value for that grade of ore during that period (25 cents 
per pound of uranium). If these amendments are not considered 
acceptable, there are good reasons for rejecting S. 2535 in its entirety 
because the Government has already paid for the ores in question 
once, and is now being asked to pay again. The suggested amendments 
would result in tremendous savings to the Government without any 
inequities to the small miners. Instead of costing the Government an 
estimated $3 million to $5 million, the cost to the Government would 
probably be less than one-half million dollars. 

I feel sure that your committee will give these suggestions serious 
consideration and careful study. Because of the important implica- 
tions of this bill on our entire atomic energy program, I hope that you 
will continue to keep me fully informed as to S. 2435. 


O 
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Avueust 20, 1957.—Ordered to be printed 


Mr. Kerr, from the Committee on Finance, submitted the following 


REPORT 


together with 
MINORITY VIEWS 


[To accompany H. R. 6894] 


The Committee on Finance, to whom was referred the bill (H. R. 
6894) to amend the Tariff Act of 1930 as it relates to unmanufactured 
mica and mica films and splittings, having considered the same, report 
favorably thereon with amendments and recommend that the bill do 
pass, 

PURPOSE OF THE BILL 


The purpose of H. R. 6894 is to amend paragraph 208 of the Tariff 
Act of 1930 to provide a rate of duty of 4 cents per pound on all 
unmanufactured mica and to transfer to the free list mica films and 
splittings not cut or stamped to dimensions, 


PURPOSE OF AMENDMENTS 


The committee amendments would (1) permit duty-free importa- 
tion of certain dyed wool yarn cut in uniform lengths not to exceed 3 
inches and wrapped in individual packages not to exceed 6 ounces in 
weight, and (2) establish a sliding scale import tax on lead and zinc in 
slabs, bars, and pigs in lieu of present tariffs. 


GENERAL STATEMENT ON BILL 


Mica is a strategic, nonmetallic mineral which comprises a group 
of aluminum silicate minerals similar in composition and characterized 
by a high degree of cleavage which permits ready separation into thin 
sheets. As a strategic mineral, mica is being stockpiled by the 


‘Federal Government. Mica is essential in component parts of prac- 
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tically all electronic devices and is the most important insulating 
median in the electrical industry. 

The following table sets forth the tariff status of mica as it would 
be affected by H. R. 6894: 


Import duties on mica which would be changed or abolished by H. R. 6894 














Rate under— 
Tariff 
Act par- Description 
agraph Tariff Act of Trade agreement H. R. 6894 
1930 program 
208 (a)...| Unmanufactured block mica “valued | 4 cents a pound_-| 4 cents a pound--.| 4 cents a pound, 
not above 15 cents per pound.” 
Unmanufactured block mica “‘valued | 4 cents a pound | 2 cents a pound | 4 cents a pound, 
above 15 cents per pound.” plus 25  per- plus 124 per- 
cent. cent 
208 (c)....| Manufactured mica films and split- | 25 percent....... 12% percent..... Free, 


tings: Not cut or stamped to dimen- 
sion and not above '3%o0,000 of an 
inch in thickness. | 
Manufactured mica films and split- | 40 percent-...... 20 percent.....- | Free, 
tings: not cut or stamped to dimen- 
sion and above !340.000 0! an inch in 
thickness. 





Enactment of H. R. 6894 would leave unchanged the rate of duty 
on unmanufactured mica valued not above 15 cents per pound, would 
reduce the rate of duty on unmanufactured mica valued over 15 
cents per pound, and would remove the duty on uncut mica films, 
These changes in tariff treatment might result in a slight increase 
in imports of these types of mica; however, there would be a corre- 
sponding reduction in the imports of cut mica films and fabricated 
mica parts entered under paragraphs 208 (d) and 208 (e). The change 
in composition of mica imports would take place because the domestic 
mica fabricators should be able to purchase unmanufactured mica at 
somewhat lower prices, inasmuch as most of the countries shipping 
fabricated mica to the United States must import unmanufactured 
mica from the same sources as the United States. Also, mica fabri- 
cators in the United Kingdom, Western Germany, and Japan, the 
leading United States suppliers of fabricated mica, have a competitive 
advantage over United States fabricators because these countries do 
not assess a duty on imports of unmanufactured mica. 

The Department of Commerce in reporting on similar legislation 
in the 84th Congress stated as follows: 


* 


* * it would reduce or abolish the existing tariff rates 
on only those classes of mica, i. e., films, splittings, and high 

uality block, for which United States industry is very largely 

ependent on foreign sources. The reduction or abolition 
of these duties should result in lowering the cost of produc- 
tion to domestic industry, primarily the electrical industry. 
Since this industry is competitive, the lower production costs 
should result in lower prices to domestic consumers and 
should enable the domestic manufacturers to compete more 
effectively in world markets. 


The Department of Commerce also expressed the view that the 
changes in the tariff treatment of imports of mica proposed by H. R; 
6894 would not have adverse effects on the domestic mining industry, 
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GENERAL STATEMENT ON WOOL AMENDMENT 


This amendment proposes the transfer from the dutiable to the 
free list of the Tariff Act of 1930 of yarns, wholly or in chief value of 
wool, dyed and cut into uniform lengths not exceeding 3 inches and 
wrapped in individual packages not to exceed 6 ounces in weight. 
Such yarns are specially designed for use in making hand-hooked. rugs 
which are usually produced by individuals either for personal use or as 
gifts. It is understood that these yarns are often used by invalids and 
other shut-ins in the manufacture of such rugs. 

The yarns described in the bills are presently classifiable under 
the “catchall” provision of the tariff act for “Manufactures, wholly or 
in chief value of wool, not specially provided for” (par. 1120). The 
duty established in tne Tariff Act of 1930 for articles included in this 
“catchall” provision was 50 percent ad valorem. The rate on the 
entire “catchall” classification, except for certain cloth samples, was 
reduced to 40 percent ad valorem effective January 1, 1948, pursuant 
to the General Agreement on Tariffs and Trade (GATT). 

In last year’s trade-agreement negotiations the yarns described in 
the bills were carved out of the “basket” classification and the duty 
was reduced by the maximum extent permissible under the law: to 
38-percent ad valorem effective June 30, 1956, to 36-percent ad valorem 
effective June 30, 1957, and to 34-percent ad valorem effective June 
30, 1958. This concession was consistent with the Commission’s 
“peril point”? determination. It should be noted, however, that in 
fixing peril points the Commission does not indicate peril-point rates 
lower than those which can be effectuated by the President under the 
law. Thus, the reduced rates established in the 1956 trade-agreement 
negotiations do not necessarily reflect the Commission’s view that 
those rates were the lowest rates which can be established for the prod- 
uct in question without causing or threatening serious injury to a 
domestic industry. The product is a minor article of commerce. 

Statistical information on imports has been available only since 
July 1956, when the product was separately classified statistically for 
the first time. Total imports from July to December 1956 amounted 
to 16,133 pounds having a foreign value of $23,149, and preliminary 
data on imports during January and February 1957 show a total quan- 
tity of 4,577 pounds having a foreign value of $7,240. All the imports 
were from England. 

The committee urges the adoption of this amendment because of its 
value to the handicapped and to veterans and others who not only find 
handweaving excellent therapy but might have provided for them some 
occupation and recreation which they might not otherwise enjoy. 

No opposition from industry has been made known. Domestic 
woolgrowers and manufacturers of wool products agree that the 
purpose of the amendment is good and have no objection to its 
adoption. 

The committee emphasizes that this amendment is in no way 
related to other proposals for the free importation of commercial 
carpet wools. It also emphasizes that, although it appears that there 
is no probability of abuses developing as a result of this legislation, 
should any develop, or if attempts are made to import this specialty 
for general machine use, the committee may take such action as is 
necessary to restore the import duties now in effect. It is anticipated 
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that the Department of Agriculture and other interested agencies will 
inform the committee if abuses occur. 


GENERAL STATEMENT ON LEAD AND ZINC AMENDMENT 


The amendment adopted by the committee follows the exact 
proposals of S. 2376 which has the approval of the agencies of the 
Government as well as the administration. The rates of taxes im- 
posed are shown in the following tables for lead and zinc, respectively; 
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The sliding scale of tax rates replaces existing tariffs and, in fact, 
removes all protection if prices should rise above 17 cents in the case 
of lead and 14% cents in the case of zinc, as indicated in the above 
tables. 

It is urgent that the domestic lead and zine industry be given 
some form of relief at the earliest possible moment. Nevertheless, 
the amendment proposed takes cognizance of existing trade agree- 
ments affecting lead and zinc. When these agreements were entered 
into, it was recognized that vital industries might be seriously affected; 
and provision was made for negotiation and action to alleviate injury 
and distress in those industries. Other nations have taken advantage 
of this section of GATT; and now, if the United States finds it advisable 
to take steps to preserve an industry, the machinery is available. 
The amendment provides for the keeping of the strict letter of our 
international commitments. 

It is assumed by the committee that the rules, regulations, and 
methods of administration which have characterized the importation 
of lead and zine in the past, and which are not altered by this amend- 
ment, will not need to be revised. 

United States and world prices of lead and zine are seriously 
depressed. The proposed action would tend to stabilize mineral 
prices and still provide for substantial amounts of imports. Imports 
are supplying an increasingly large proportion of the consumption in 
the United States, and domestic production is supplying less and less 
of the American market, as indicated by the following tables: 


United States lead mine production and imports 


| Thousand short tons! 





Ratio of 
Mine imports imports to 
production mine pro- 
duction 
Percent 
TEED ticicaaocadedbianduntdcvcaneumedmmacoannte sedans 390, 2 336. 0 86.1 
Bp dinceddbbahcinttinmitcadibdidiahe doischitianinecdbmhéaleld 388. 2 257.9 66. 4 
in teternrlinccemeaenedtlintn mainland temeialhatcal cia betaine eeammaiedll 390. 2 628. 1 161.0 
Pisin Decséndcsddedutintkmoddaddubibvasiotadddastubdubtadebeiont 341.9 552. 3 161. 5 
I 8 acs ihines astiiedind Bcxtsessth oe: eutlbeain tines aladitencalligicajlte ce SputRahc dichtinn dls Atta th iia aa 325. 4 443. 4 136. 3 
Ti idbshdnndncdbesdbncetinuiidaecbatosnalewetaddchudttindtluel 338, 0 462.2 136.7 
taht tn arash aled daitnd trend ends ead hdloustvdihh dit whidicnhikdabdadlahics bindialaidhadelaa 348. 3 479.3 137.6 
RRND. oa sidstniccccdtbsbedietbncendsadéddsbatmesbbbbend 30. 2 34.3 113.6 
DODGED. ..nitsiuttdeiiibinatdhddiadebtebibtakthitinnsisacl 29. 1 54.4 186.9 
Panik ichchbhabddensbadduddkatudedttembinenbewsninnh 30.9 39.3 127.2 
DTI Jo Bh hi cocdsdidistbbbochvabwchalbiiddistqesuiada 31.5 42.3 134. 2 
ROUNN TS WIRING) 6 ol detdddiceetindindsd cities 1121.8 170. 3 139. 8 


1 Total does not equal sum of individual! months because of rounding. 
Source: U. 8. Bureau of Mines. 
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United States zinc mine production and imports 


[Thousand short tons] 


ee 


Imports Ratio of 
Mine pro- (slab and imports to 















duction ore) mine pro- 

duction 

Percent 
oe SOUND ncntibhehdteagbedbanttnebpiocisbbiconcsintbios 611.8 381. 4 62.8 
pdvetinhbomdipeeebogimepnseuss}adueseyehanensetuepenonmdmodany 681.2 390. 8 57.4 
1982 peledlcpnatiaithe metiednighnneutaeieeminanlipaetinananmenedatines 666.0 565.3 84.9 
AR i tnd bi cikblbecibbetieshnitbcncadaliboiinn< 547.4 748.3 136.7 
NI a AT St ee ee eee 473. 5 612.3 129.3 
Db Nhe S htnddbbipeabodnbdsateamdctdintdhabtcstabeonedsasea 514.7 673.7 130.9 
een ad dececknte beter cub eababenentenanhcanh > dicots 537.6 70. 8 143.4 
1957—January 49.2 69.7 141.7 
February. 45.8 65.6 143.2 
March..-. 50.4 65.0 129.0 
I didi cbtlichissinda nmin eigen nemnnnoE~e~s 51.0 75.7 148.4 
141.2 


3 

° 

ot 

e 

n~ 

~ 

n 

- 
~ 

° 

5 

—_ 

a 

a 

~~ 

‘ 

‘ 

‘ 

' 

‘ 

' 

' 

' 

‘ 

' 

' 

' 

‘ 

' 

‘ 

‘ 

‘ 

' 

‘ 

' 

' 

‘ 

‘ 

' 

' 

‘ 

' 

' 

' 

' 

' 

' 

' 

' 

' 

' 
~ 

_ 

oc 
o 

oa 

i] 

= 

fos) 

o 





1 Total does not equal sum of individual months because of rounding. 
Source: U. 8. Bureau of Mines. 


A large number of domestic mines have already closed and others 
are on the verge of abandonment. It is an expensive and complex 
job to keep lead and zinc mines in standby condition and only those 
with substantial financial reserves can afford to attempt it for more 
than short periods. Many mines are now being maintained by opera- 
tions at substantially reduced capacity or are being kept in standb 
condition. If legislation is delayed, or if prices are not soon restored, 
these mines will also be abandoned. It is often that a mine cannot be 
reopened after it has been closed. Often it will fill with water, its 
timbers will rot, and the walls will cave in. 

If the committee amendment is adopted it will help this vital 
American industry to be preserved, and many mines now in danger 
will not be lost to the security and economy of the United States. 

Important mines have already shut down in practically every 
western mining State as well as in eastern producing areas. It 1s 
estimated that 3,500 to 4,000 workers in lead-zinc mining have already 
been laid off, with an approximate wage loss of $16 million to $18 
million annually. Theimpact of these shutdowns which have seriously 
affected over 25 percent of the working force has spread to many 
thousands more who supply materials and services. Numerous 
communities depending almost entirely on mining, as is the usual 
case in mining areas, have been so seriousiy affected that business is 
at a standstill with the economic loss spreading throughout large dis- 
tricts which trade with those communities. 

The loss of 25 percent of the skilled working force and the potential 
loss of considerably more unless Congress acts at this session could be 
serious in time of national emergency. On the same basis every 
mine shutdown means that some part of our limited and sometimes 
irreplaceable mineral resources are lost. Unlike factories, mines can- 
not be shut down and reopened when prices adjust themselves or 
when foreign suppliers find difficulty in reaching the American 
market. 

The price of lead, after holding at 16 cents for more than 16 months 
suddenly slumped to 14 cents, a drop of 12% percent and the price of 
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zinc declined from 1314 cents to 10 cents, a drop of 35 percent in a 
short time. Although domestic producers had known that their much 
higher wage rates had placed them in a difficult competitive position 
with lead from low-wage-scale countries, they were able to maintain 
production and peril-point prices because of Government purchases 
not only for stockpiling but for Government contracts. Both of these 
outlets began to close and reduced sales contributed a major share to 
the sudden decline in domestic as well as world prices. These Gov- 
ernment purchases had lifted and maintained world prices as well as 
those in the United States. Excess foreign production found its way 
into United States consumption markets while that which was do- 
mestically produced was largely taken off the market by the Govern- 
ment. 

It was known and studied by producers as well as Government 
agencies that when Government purchasing tapered off some form of 
support for prices and production would have to be devised to replace 
those purchases above the normal consumption requirements. No 
longer can the Government absorb excess world output and this 
amendment would serve only to spread the reduction in output 
among the producing nations. Under present conditions the bulk of 
the decline in output must fall on United State procedures. 

Other forms of equalizing the effect of reduced world output could 
be adopted, but regardless of the method or system, whether it be 
outright subsidy or the extreme of quotas on imports, the resulting 
decrease in the share of the domestic market supplied by imports 
would be the same. Unless the United States is to continue to 
absorb excess world production, regardless of how great that excess is, 
mines in the principal producing countries must reduce output or 
begin to stockpile as the United States has done in the past. The 
mines of the United States cannot continue to bear the brunt of the 
overproduction of the whole world. If the Federal Government 
paid domestic mines a subsidy of 3 cents per pound they could better 
compete with imported lead, and lead imports would be reduced. 
No matter what the form of inducement to domestic output resulting 
in the continued operation of vital mines, those mines will produce 
lead and zine which will be sold in this market. If that market can 
absorb only so much, then imports will decline to the moderate point 
where domestic miners can contribute a reasonable share to the 
consumption in the United States. 

When 3,000 to 4,000 miners are out of work they purchase less 
coffee, fewer automobiles which contain hundreds of items imported 
from foreign countries, and less of other products. Every country 
suffers when the purchasing power of American communities is 
removed or dangerously reduced. The Finance Committee recom- 
mends the adoption of this amendment aimed at the prevention of 
further loss in the mining industry and hopes that it will restore, at 
least to some extent, the jobs of many of the miners now without 
employment. 











MINORITY VIEWS 


The action of the Finance Committee in recommending a sliding 
scale increase in the tariff on lead and zinc is in our judgment a serious 
blow to our economy and an attempt to undermine our reciprocal- 
trade program which will worsen the trade relations of the United 
States and the free world. 


I 


In the first place, it will increase wholesale prices of important 
basic metals and indirectly but surely exert further inflationary 
pressures on the cost of living. 

Under the sliding scale proposal, the tariff on lead bullion, pigs, 
bars, ete., which in 1956 made up over 50 percent of our lead imports, 
would be 1 cent per pound when the domestic price is between 16 and 
17 cents, 2 cents per pound when the price is between 15 and 16 cents, 
and 3 cents p er pound when the price is less than 15 cents. 

The tariff on lead-bearing ores, flue dust, and mattes of all kinds, 
which in 1956 made up 44 percent of our remaining lead imports, 
would be one-half cent per pound when the domestic price is between 
16 and 17 cents, 114 cents per pound when the price is between 15 
and 16 cents, and 2 cents per pound when the price is less than 15 
cents. 

As the present price of lead is 14 cents (New York) this means an 
immediate increase to the full 3 cents for lead bullion, pigs, and bars, 
and to the full 2 cents for lead-bearing ores, flue dust, and mattes of 
all kinds. 

Under the sliding scale proposal the tariff on zine in blocks, pigs, 

or slabs (East St. Louis) would be one-half cent per pound when the 
price is between 1414 and 151% cents, 114 cents per pound when the 
price is between 1314 and 121% cents per pound, and 2 cents per pound 
when the price is less than 121, cents. Zine in bloc ks, pigs, or slabs 
made up 26 percent of our total zine imports in 1956. 

The tariff on zinc-bearing ores of all kinds, which in 1956 made up 
74 percent of our zinc mnparts, would be two-fifths of a cent per pound 
when the price is between 1314 and 141% cents, 1449 cents per pound 
when the price is between 121/, and 1314 cents per pound, and 14¢ cents 
per pound when the price is less than 121%, cents. 

As the present price of zinc (East St. Louis) is 10 cents, this also 
means an immediate increase to the full 2 cents tariff for zinc in blocks, 
pigs, or slabs, and to the full 144 cents per pound for zine-bearing ores. 

All this compares with the present tariff of 114, cents per pound on 
lead bullion and three-fourths of a cent per pound on lead-bearing 
ores; and seven-tenths of a cent per pound on zinc blocks, pigs, or 
slabs, and six-tenths of a cent per pound on zinc in zinc- bearing ores. 
The increase is therefore very large and means that, if this is put into 
effect, we will have adopted the pr inciples of the protective tariff. 

This action will increase the price of such products as plumbing 
equipment, paint, car batteries, gasoline, zinc galvanizing in steel 
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roducts, lead for printing, zine die castings for automobiles, etc. 
t hy therefore hurt both the producers and the consumers of these 
articles. 

As the housing industry is now in difficulty, in part because of higher 
costs, the increased cost of paint and plumbing products can only 
increase its troubles. We can also expect a further rise in the cost of 
automobiles, newspapers and magazines, and steel products. 

It is ironic that these increases will occur in the prices of those prod- 
ucts which have already experienced such a serious price inflation from 
a variety of other causes. 

The specific costs to the consumer are difficult to estimate but in 
1956, alone, some $380 million of lead and $290 million of zinc were 
consumed in the United States in their refined forms. 


Il 


Secondly, higher United States tariffs on lead and zine will directly 
operate to decrease our exports to the four countries from which we 
import most of our lead and zinc, namely, Canada, Mexico, Peru, 
and Australia. Since the amount of goods which these four countries 
can sell to us will be appreciably reduced, this will automatically 
reduce the amounts which they can buy from us. International trade 
is ultimately a process of belance-in-barter in which the goods and 
services of a given country such as ours are exchanged for the goods and 
services of other countries. These countries cannot buy from us 
unless they can sell to us and when we cut our purchsses from them, 
they will have to cut theirs from us. 

In 1956 the major countries which sell lead and zine to us purchased 
over $5 billion of manufactured and agricultural products from us. 
They sold only $192.2 million in lead and zine to us, If their lead and 
zine exports to us decline, as they will if this bill is enacted, we can be 
certain that our exports of machinery, farm implements, engines, 
automobiles, refrigerators, electrical goods and equipment, steel and 
steel products, and thousands of other commodities produced in 
America and exported abroad will be curtailed beceuse of the decrease 
in purchasing power of these customers due to their diminished sales 
to us. 

Thus our exports to Canada of around 3.8 billions of dollars annually 
will be curtailed. This will especially hurt the manufacturers of 
machinery and equipment, farm implements, engines, automobile 
parts, electrical goods, and thousands of other articles which we 
produce and export to Canada. A somewhat similar group of exports 
to Australia will also suffer, as will tobacco and cotton exports to 
them. Ina similar fashion our exports to Peru of autos, trucks, trac- 
tors, drugs, cotton and textile products, gasoline, and other articles 
will decrease. The sale of most of these articles to Mexico will also 
be reduced. In addition food, farm, and chemical exports to Mexico 
will suffer as will all types of machinery and equipment. 


Til 


Apart from the decrease in exports to Canada, Mexico, Australia 
and Peru which this bill would bring about because of the decreased 
purchasing power of those countries, there are even more serious effects 
which this bill would almost inevitably set into motion. 
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First, this bill will invite and likely provoke economic reprisals of 
various kinds. We can expect these countries to retaliate and raise 
their tariffs on American products. We can expect quotas on imports 
of American farm products to be imposed. We can expect them to 
buy from other countries the products or alternative products which 
they now buy from us. Further, we can probably expect an increase 
in the trade of Mexico and Peru with Iron Curtain countries. 

It is ironic, indeed, that some who vigorously oppose trade with 
Communist countries and who, from time to time, denounce our friends 
and allies for such trade now support a bill whose ultimate effect may 
well be to drive some of our friends and allies to trade in self-defense 
with Communist China or with the satellite states. 

There are other important political factors which we should con- 
sider. For example, the key issue in the recent Canadian elections 
was that of the proper relationship between that Commonwealth and 
the United States. The victorious Progressive-Conservatives attacked 
the previous Liberal government as being too favorable to us. They 
promised greater independence, and since that election they have 
promised deo trade connections with Great Britain and a loosening 
of Canada’s economic ties with the United States. Such action on 
our part will intensify the latent resentment which, rightly or wrongly, 
is cherished by many sections of Canadian public opinion. It will 
greatly increas2 the possibility that Canads will practice direct or 
indirect economic reprisals against us. 

We should never forget that the last increase in the protective 
tariff, namely, the Smoot-Hawley Act of 1930, directly stimulated re- 
prisals all over the world. This further shrank the volume of world 
trade and amongst other consequences stimulated the Empire Pref- 
erence Agreements within the British Empire. It distinctly increased 
economic nationalism and intensified the world depression. 

If the present proposal is enacted, it will invite and in all proba- 
bility have similar bad effects. 7 


Our opposition to the proposed drastic increase in the tariff on 
lead and zinc does not mean that we are either unaware of or lack 
concern for the difficulties of our domestic lead and zinc industries, 
We respectfully suggest and insist, however, that to the extent that 
tariff adjustments can be justified in relationship to the national 
interest, authority to risatt such relief is now clearly vested in the 
President of the United States under existing law. It was just for 
such purpose that the escape clause provisions were included in the 
Reciprocal Trade Agreements Act. 

Indeed, application for the same kind of relief which is now sought 
by legislation and now recommended by the administration was 
denied by President Eisenhower in 1954. 

Moreover, we do not believe that the country should be thrown 
into a panic by alleged developments in the lead and zinc mining 
industry. The preliminary figures of the Bureau of Labor Statistics 
for June show 17,900 workers employed in the lead and zinc mines. 
This is only 300 less than the number employed in April and it is 
actually 100 more than the average number employed in 1953 and 
1,500 more than the number in 1954. (See table 5, appendix.) 
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V 


Two arguments in support of the bill have, in our opinion, only 
dubious value. 

First, there is a very real question that this bill would actually aid 
our domestic lead and zinc industries. As the State Department said 
in 1953 on a similar bill, ‘“The foreign producers do not, in the main, 
have a competitive advantage because of low labor standards.”” Thus, 
the problems of these industries arise more from slowness in improving 
meatuetlvity, low-grade mines, and the mining of marginal deposits 
than from the foreign imports. A tariff which effectively hinders 
imports will more likely mean that domestic users of lead and zine 
will shift to alternative products rather than pay higher prices. This 
is particularly true of zinc where a price rise makes aluminum com- 
petitive with it. 

Second, the argument that imports of lead and zine might. imperil 
our national security cannot be supported. Canada and Mexice are 
contiguous to the United States, and their ores would be available in 
times of emergency just as would our domestic production. In fact, 
to the extent that this bill promotes sales to Iron Curtain countries or 
means the disestablishment of Canadian and Mexican mines, it im- 
perils our own security, for the United States is by no means self- 
sufficient with respect to lead and zinc, 


VI 


This proposal is a major reversal from the reciprocal trade policy. 
It is well known that the tariff issue has in the past given rise to some 
of the worst abuses in our legislative history. The practice of “log- 
rolling,” where support for a tariff increase on one product was 
exchanged for support of a tariff increase on a product from another 
section of the country, reached its peak on tariff bills. 

By the establishment of the Tariff Commission and the reciprocal 
trade program, Congress put our trade and tariff policy upon a sounder 
footing. Under the program of Cordell Hull we moved toward 
greater world trade, to the advantage of our own as well as of other 
countries. Then to protect American industry from temporary and 
localized losses, we set up the procedures of the so-called peril-point 
and escape clause. This transferred to the President and to the Tariff 
Commission the vexatious task of dealing with the claims to protection 
of a wide variety of industries. The Office of Defense Mobilization 
has been charged with the investigation of the essentiality of given 
products for defense. 

We are properly proud of representative government. But one of 
its weakest features has been the great difficulty of protecting the 
broad general interest, which is diffused, from the powerful pressures 
of specific producing and local groups. We had seemed to have 
reached a fairly harmonious way of dealing with these problems. It 
appears easier for the President, representing all the people, all other 
things being equal, to take a more national view about the general wel- 
fare than the average of the individual Members of Congress, exposed, 
as they are, to the concentrated pressures of specific business, mining, 
and industrial groups localized in their individual constituencies. 
And yet by means of the general power of Congress, the executive 
agencies were not insulated from public opinion. 
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The present proposal scraps all this and returns to the legislative 
determination of tariff schedules. We predict that it will open up the 
floodgates and that a host of other increases will be proposed. For if 
the tariffs on lead and zinc are skyrocketed, then we can expect that 
the producers of textiles, copper, and a myriad of other products, 
metallic, manufactured and agricultural, will demand and quite 

ossibly obtain similar favors. We will indeed have opened Pandora’s 
Ox. Many such bills are already pending before congressional 
committees. 

In the process, the reciprocal trade program will go down the drain. 
The painful efforts to bind the free world el ser together economically 
will be defeated and the world will tend to relapse into economic 
nationalism. 

This may be what some of the proponents of the tariff increase 
desire. But we do not believe that the people of this country want it. 
And we are convinced that it would be against the long-run best 
interests of the United States. 


Vil 


One of the most disappointing features concerning this bill is the 
shift in the administration and State Department attitude toward it. 
This is not to say that the Congress, including too many members of 
both parties, is without blame for too often we have been content to 
allow specific pressures to override the national good, as there is a 
tendency to do in this instance. 

In such circumstances, a strong stand by the President and his 
administrative agencies in support of the national and international 
interests involved is the most effective method by which the specific 
pressures of particular commodity groups, which operate so effectively 
on the Congress, may be offset. 

Instead of engendering and promoting such broad national interests, 
this administration has time and again refused to act or has acted on 
behalf of the narrow interests. 

We have heard fine phrases from the President in support of inter- 
national trade, only to see him pack the Tariff Commission with 
protectionists. 

We have watched while the State Department has shifted its posi- 
tion from one of opposition to the lead and zinc bill in 1953 to a position 
of support for a similar bill in 1957. 

In such circumstances our national and international interests, which 
command the support of a majority of the American people, are 
imperiled, for the interests of the majority are diffused, while that of 
the minority is concentrated and effective. We strongly urge that 
this amendment and, if necessary, the whole bill be defeated. 

Paut H. Dovatas. 
ALBERT GORE. 
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APPENDIX TO MINORITY REPORT 


Taste 1.—United States imports of nonferrous metals from various countries, 1956 
{In millions of dollars] 





Mexico | Canada | Australia} Peru Total 








Tt . cccnedobubah ab adacudumepennusruannmandneeneed 30.7 14.0 31.9 25.2 101.8 
SE cncauewoahdithhdtiheonssenn sas enabemsnmmencn eaten 19.7 50.3 4.1 16.3 90. 4 
Other nonferrous metals and alloys.................. 49.7 35.9 14.1 31.8 446.5 
SN ne ne Gk ame dni iio 100.1 415. 2 50.1 73.3 638.7 

Total of all imports for consumption from these 
II och serene niatihrnnsawenebpaatientanenimabenind 394.5 | 2,869.1 137.3 132.3 3, 533. 2 





Source: Bureau of the Census Report FT 120; 


TABLE 2.—United States exports to various countries in 1956 


[In millions of dollars 





Mexico | Canada'|Australia} Peru Total 








ene SEIeNGUNG.............c0socmsanceéaneceihiaade 64.4 311.8 26. 6 14.1 416.9 
SCE GRUINOUL, ..cccccaccoscncdencsenncsanebnabile 123. 9 376. 0 18, 4 18.5 536. 8 
SII. 115 an ene-oaqerane arhaser ol tapriinenniiineuca aaa 69. 0 338. 0 8.7 1.2 416.9 
Nonferrous metal and nonmetalic minerals and 
I S:2a Cue teec a anceteeuamansrramandnnkcaniaeea 33. 6 172.0 7.8 3.2 216. 4 
ceeeractson Sainmsemt.o. 5. occ eenwenio 42.2 245. 4 12.7 18.7 319.0 
Os GUUNINNEL . . <0) oa cccanecamondanipaiaestie 64. 6 331.9 12.4 15.4 424.3 
i EET EF LLEAER IAA TELA LED LOE ES, 102.9 456. 0 27.0 15.8 601.7 
III TING. 11 cox ccherovelsatadomecninne supabedsinn saben 74.6 560. 2 11.1 19.4 665. 3 
i ob ne caus acmeemeaeneanenenid 170.0 597.1 37.5 32. 5 837.1 
aon cs nei iiaiaabeebie 91.1 510.7 17.0 20.0 638. 8 
Dota .ncctscerensunedbiewegsdhossteleecsindidets 836.4 | 3,899.6 178.6 158. 7 5, 073.3 





‘ Canada includes Newfoundland and Labrador. 
Source: U. S. Department of Commerce, Bureau of the Census, Report FT 420. 


TasLe 3.—United States balance of trade with principal lead and zine producing 
countries 


{Thousands of dollars} 



































1952 1953 1954 1955 1956 Total 
United States exports to— 
I a a a a 2, 795. 0 2, 994. 9 2, 767. 2 3, 210. 2 3, 972. 2 15, 739. 5 
a 666. 2 645. 5 634.0 705. 0 840. 5 3, 491. 2 
I gi ir t 8 oe 2 SO 28 Se eos oh he 127.0 119. 1 97.9 120. 4 159.0 623. 4 
aa a a 29.7 18.8 30. 7 39. 0 47.0 165. 2 
SITTIN. cist: ocreunitics Sidhieninidenianianeicamucil 176.6 134. 8 189. 9 201. 6 178. 6 881. 5 
Re CRT: 23.2 ESS 3,794.5 | 3,913.1 | 3,719.7 | 4,276.2 | 6,197.3 | 20,900.8 
United States imports from— = i" 
a a sce ae ed 2, 386. 5 2, 461.6 2, 376. 7 2, 653. 4 2, 892. 6 12, 770. 8 
Best 20-2 410.0 354. 5 328. 2 396. 8 400. 5 1, 890.0 
TTI: esc talaninh hots ibemidasiniidactidepmaaiaaiiaieabai 61.8 86.9 96. 5 110. 5 134. 3 490.0 
a a a 55.8 62.1 46.9 40. 5 41.8 247.1 
a id accra tadaieiee eae wield cma 154.0 137.0 117.8 126. 4 136. 5 671.7 
We CE... coccmanttuniiaannden 3, 068.1 | 3,102.1 | 2,966.1 | 3,327.6 | 3,605.7 | 16, 069.6 
Balance of trade favorable to United ey 7 
en So esa see rae 726. 4 811.0 753. 6 948.6 | 1,591.6 4, 831. 2 





Source: U. 8S. Department of Commerce, World Trade Information Service, pt. 3, No. 57-8. 
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TABLE 4.—Uses of lead and zinc in the United States in 1956 


USES OF LEAD IN UNITED STATES, NOT INCLUDING LEAD TO UNITED STATES 
STOCKPILE; INDUSTRIAL USE ONLY 


See reer ree reece rere eins 
Short tons Percent 

















RS tate retaneet cme sptncustined tania 17, 400 1.47 
Red lead and litharge, exclusive of oxide for storage batteries.......-..-...... 78, 000 6. 60 
NL call cneeeiintadaette aiteaualine Miteaiibabisinhiesmiihd 355, 000 30.03 
WENN COUN cos .o sco snes cosas ctececjep see cases dace cceccsecetcetetTaceeze 133, 900 11. 38 
i, Cd cnctwksuausceuscutamecs 60, 100 5.08 
I 193, 300 16. 35 
PU 6 ressasss csbiiocsie ects octctctncesicscececcssctstecceccuscwestee 44, 200 3.74 
ee al a leis cli al Ries eenee eth dl nite ne dnihMiieadia 4, 600 . 39 
Bearing metal 27, 800 2. 35 
I itil ei oe Bek A enn ae 72, 000 6.09 
Pipe sail Te ieee anatisihet oatningheaiesicismeete 25, 000 2.12 
a aaa ning oat negiblaknisneepiais acnuieweasgiewe 58, 000 4.91 
Other uses: lead, brassmaking; collapsible tubes; tern metal; plating; pow- 
der; containers: lead-headed nails; lead for galvinizing and heat treating; 
seals; washes; weights; ballast; castings; leaded zinc oxide and much of lead 
la cade att Aeris hchniaiarndids nigestinniomembinsiicmaieesnasaciniaret 112, 700 0. 54 
Nl ecb men eee EWG Ge Toscessaseeee 


Source: Bureau of Mines, 


LEAD INDUSTRIES ASSOCIATION, CONSUMPTION BY INDUSTRIES 


Shor. tons Short tons 
Sborame hetterletecsce sic eccisc.ccnnc neces 303, 890 | Steel and wires. .......................... 6, 780 
Ratti ta ie hth te Ee Dt ne tdi 130, 200 | Collapsible tubes_................-.-.-... 1, 685 
UR NE III od wc ccodanccnnbane en oe a IT 3, 245 
Se le ne, het eitinnibedans pmaiahiis 28, 455 | Coating... __- rine ani aaae 2, 240 
Oil refinery and gasoline_................. 197, 405 | Brass manufacturing a ee 2, 125 
SI id eee mcees BED EE WE Woe ccconcceccsasnceccaseus 745 
i NS Se wm el 540 

i I i a in te Rs a eee 
a er ws ewan o> Oe os le 153, 220 

18,615 | Estimated understatement of consump- 
13, 340 ER eat Net apne en ae RO Le 95, 000 
12, 800 __— 
14, 020 RR nt SRR ERE Rs 1, 181, 555 





ESTIMATED CONSUMPTION OF SLAB ZINC IN UNITED STATES 





Short 
tons 
isin tes ilies sonia cipmnanabaidhnth median daasimeitsind abrebepianahies 421, 218 
SP IN. on cece dudcdcuinViatudalibet dibhdashoitbatindsubodidataciubiuwtisiasebwanee 122, 395 
a otbad cts atin). se dhe db ibeetocstsnwesduaseuscuneckacicscensnescsesecaesessnes 45, 382 
Zinc-based alloys includirg diecastings and stamping dies, alloy rod....................--------... 362, 451 
Other purposes: Slab zinc used for manufacturing of French-oxide ‘zine for wet batteries, slush 
ensting, Gealivertaing lead, light motel Gio y 6. iesiti denisdcccosceuccecocescsccocccenncncccosnsece 36, 251 
PE iis reece iene noekecmettaD tecaiitemninIRE ccncunencetnedeahuankdeeneoenswns 977, 697 
TABLE 5.—Employment in the domestic lead and zine mining industry 
Year Total employment 
i te atl Nel ansehen al 22, 900 
ne ae an Ruihbadligut onkcebwkaheneerbesscawe 21, 600 
ie See seein ook te se dooeoceteneeseatonawmn 20, 200 
aE cok Bie to) are Lee didekad daca enemonmee 19, 200 
eee PE lb. J diuneasuutetesbbendesdd 20, 500 
a a a lh Li al a gel 21, 200 
talks Sak Gade Jeuauew ewe eRGURETEedec ssw enencccceecatees 17, 800 
Id dl wacanteeaetaeeluneee 16, 400 
i eles tees oh bale asd Redan meee dda oecen anaes een oedod 16, 600 
DCRR eA BO i a, St. wdlomasmmemamdismcinesiesbinln 17, 400 
1957: 
Ne ee esse adanecuunenunnanuinn 18, 300 
RE tA ek eee ee eo) ee ln eemenamanommiliiiittic 18, 200 
ee es ee dmecnneocennascneen 17, 400 
i dr a name came ~.. 17,900 


Source: Bureau of Labor Statistics, 
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TaBLe 6.—Lead production and imports 
[Short tons} 


Recoverable | Recoverable 























Year domestic secondary Total Imports for 

mine pro- production consumption 

duction 

re ala ceili bias 
335, 000 393, 000 728, 000 136, 833 
384, 000 512, 000 896, 000 225, 805 
390, 000 500, 000 890, 000 331, 794 
410, 000 412, 000 822, 000 415, 081 
431, 000 482, 000 913, 000 565, 286 
388, 000 518, 000 906, 000 228, 293 
390, 000 471, 000 861, 000 644, 217 
343, 000 487, 000 830, 000 457, 057 
325, 000 481, 000 806, 000 482, °23 
338, 000 502, 000 840, 000 453, %74 
348, 000 500, 000 848, 000 487, °25 
OE BOP pn aceencdtidpiibelvocwccctviecsce 142, 686 
Zinc production and imports 
|Short tons} 
Recoverable | Recoverable 
Year domestic secondary Total Imports for 

mine pro- production consumption 

duction 

ie assistants sineteaeiymnstasisn etiilteteens Mcnalh htsc et ccadneia Medaedaaaaiidiaiiaciiadl cabal iada tia 

575, 000 301, 000 876, 000 321, 576 
638, 000 311, 000 949, 000 389, 540 
630, 000 325, 000 955, 000 289, 616 
593, 000 238, 000 831, 000 296, 003 
623, 000 326, 000 949, 000 407, 295 
681, 000 314, 000 995, 000 334, 049 
666, 000 310, 000 976, 000 698, 509 
547, 000 295, 000 842, 000 697, 896 
473, 000 272, 000 745, 000 665, 995 
515, 000 305, 000 820, 000 603, 082 
538, 000 306, 000 844, 000 731, 117 
TER GE bevceenscentiieretaaend 211, 376 








28004°—58 8. Rept., 85-1, vol. 4——24 
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85TH CONGRESS } SENATE { Report 
1st Session No, 1054 








SCHOOL CONSTRUCTION IN FEDERALLY AFFECTED 
AREAS 


Aveust 20, 1957.—Ordered to be printed 


Mr. Hitt, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


[To accompany H. R. 8679] 


The Committee on Labor and Public Welfare, to whom was referred 
the bill (H. R. 8679) to provide a 1-year extension of the programs of 
financial assistance in the construction of schools in areas affected by 
Federal activities, under the provisions of Public Law 815, 81st Con- 
gress, having considered the same, report favorably thereon without 
amendment and recommend that the bill do pass. 


EXPLANATION OF BILL 


The 1-year extension of Public Law 815, 81st Congress, at this time 
is necessary because of the delay in completion of the Capehart 
housing program. This law, without the extension authorized in H. R. 
8679, expires on June 30, 1958, with a carryover appropriation author- 
ization extending to June 30, 1959. Under the existing life of the 
program, funds may be provided to local school districts only for 
children living on Federal property on June 30, 1958. Because of the 
delay in the Capehart housing program, plus the additional housing 
units authorized by the 85th Congress, the June 30, 1958, expiration 
date will result in severe hardship. 

The committee was informed that 45,302 Capehart housing units, 
located on 136 military installations in 40 States and 3 Territories, will 
be completed between June 30, 1958, the current ending date for 
Public Law 815, and June 30, 1959. These 45,302 housing units will 
have approximately 34,000 schoolchildren living in them by June 30, 
1959, and none of these children may be counted for entitlement under 
Public Law 815 as currently in effect. It is this group of children 
which the proposed extension of Public Law 815 is intended to cover. 

The completion of all these 45,302 housing units will not occur until 
June 30, 1959. Some units will be completed each week beginning in 

86006 
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July 1958 until June 30, 1959, when they will all be completed. Since 
Public Law 815 ends June 30, 1958, no plans can be made now to get 
the schools ready for the children that will be living in these housi 
units unless this act 1s extended for 1 more year to June 30, 1959, as 
proposed by H. R. 8679. If no action is taken to extend this act until 
the next session of Congress, Federal funds for construction of schools 
cannot be approved until the fall of 1959, because that amount of time 
would be required to amend the act, get appropriations, and get appli- 
cations submitted and approved. It will require on the average 12 to 
15 months to construct the schools after Federal funds are made avail- 
able. Yet school facilities will be needed for most all of these children 
by September 1959. 

The Congress has met or will meet its obligation under Public Law 
815 to help finance the construction of schools for approximately 19,000 
children that it is expected will be living in approximately 25,400 
Capehart housing units that will be completed by June 30, 1958, under 
the provisions of Public Law 815. It would appear that the same 
obligation exists for these children who will occupy military housing 
after June 30, 1958. 

A case in point is the United States Air Force Academy at Colorado 
Springs, Colo. On June 30, 1958, an estimated 70 children will be 
residing in that school district. By the following year, it is estimated 
there will be over 600 children in the school district. Under the law 
as it now stands the Department of Health, Education, and Welfare 
can provide funds to construct school facilities for only the 70 children, 
This amendment which extends the life of the law for an additional 
year will make it possible for the Department to provide funds for 
school construction adequate to house the more than 600 children 
estimated to be in the school district up to June 30, 1959. 

There are approximately 150 other locations where a similar 
problem exists. 

The Capehart housing program will not be completed by the 
June 30, 1959, expiration date authorized in H. R. 8679; however it 
is expected that the Department of Health, Education, and Welfare 
will submit recommendations for amendments to both Public Laws 
815 and 874 of the 8ist Congress by January 1 of 1959. At that 
time the committee will be in a position to make a complete study of 
both programs. 

CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing law 
in which no change is proposed is shown in roman): 





SCHOOL CONSTRUCTION IN FEDERALLY AFFECTED AREAS 3 
PUBLIC LAW 815, 81ST CONGRESS, AS AMENDED 


TITLE II—SCHOOL CONSTRUCTION IN FEDERALLY 
AFFECTED AREAS 


* * * * * « * 


USE OF OTHER FEDERAL AGENCIES! TRANSFER AND AVAILABILITY OF 


APPROPRIATIONS 
Suc. 209. (a) * * * 
+ cg + * 7 = 


(e) No appropriation to any department or agency of the United 
States, other than an appropriation to carry out this Act, shall be 
available during the period beginning July 1, 1951, and ending June 
30, [1959] 1960, for the same purpose as this Act; except that nothing 
in this subsection or in subsection (d) of this section shall affect the 
availability during such period of appropriations authorized, prior to 
the date of enactment of this Act, for the construction of school 
facilities to be attended by Indian children or appropriations (1) for 
the construction of school facilities on Federal property under the 
control of the Atomic Energy Commission, (2) for the construction 
of school facilities which are to be federally operated for Indian 
children, or (3) for the construction of school facilities under the 
Alaska Public Works Act, approved August 24, 1949. 


* * * * *” * * 


TITLE IIJ—SCHOOL CONSTRUCTION ASSISTANCE IN 
AREAS WITH SUBSTANTIAL INCREASES IN FEDERALLY 
CONNECTED SCHOOL CHILDREN 


PURPOSE AND APPROPRIATION 


Src. 301. The purpose of this title is to provide assistance for the 
construction of urgently needed minimum school facilities in school 
districts which, since the school year 1951-1952, have had substantial 
increases in school membership as a result of new or increased Federal 
activities. There are hereby authorized to be appropriated for the 
fiscal year ending June 30, 1954, and for the [five] siz succeeding 
fiscal years, such sums as the Congress may determine to be necessary 
for such purpose. 


PORTION OF APPROPRIATIONS AVAILABLE FOR PAYMENTS 


Sec. 302. For each fiscal year the Commissioner shall determine 
the portion of the funds appropriated pursuant to section 301 which 
shall be available for carrying out the provisions of sections 309 and 
310. The remainder of such funds shall be available for paying to 
local educational agencies the Federal share of the cost of projects 
for the construction of school facilities for which applications have 
been approved under section 306. 


ESTABLISHMENT OF PRIORITIES 


Src. 303. The Commissioner shall from time to time set dates, the 
last of which shall be not later than June 30, [1958] 1959, by which 
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applications for payments under this title with respect to construction 
projects must be filed. If the funds appropriated under this title and 
remaining available on any such date for payment to local educational 
agencies are less than the Federal share of the cost of the projects with 
respect to which applications have been filed prior to such date (and 
for which funds under this title have not already been obligated), the 
Commissioner shall by regulation prescribe an order of priority, based 
on relative urgency of need, for approval of such applications. Only 
applications meeting the conditions for approval under this title (other 
than section 306 (b) (3)) shall be considered applications for purposes 
of the preceding sentence. 


FEDERAL SHARE FOR ANY PROJECT 


Sec. 304. (a) Subject to section 305 (which imposes limitations on 
the total of the payments which may be made to any local educational 
agency), the Federal share of the cost of a project under this title shall 
be equal to such cost, but in no case to exceed the cost, in the school 
district of the applicant, of constructing minimum school facilities, and 
in no case to exceed the cost in such district of constructing minimum 
school facilities for the estimated number of children who will be in 
membership of the schools of such agency at the close of the [regular 
school year 1957-1958] increase period and who will otherwise be 
without such facilities at such time. For the purposes of the pre- 
ceding sentence, the number of such children who will otherwise be 
without such facilities at such time shall be determined by reference 
to those facilities which (A) are built or under contract as of the date 
on which the Commissioner set, under section 303, the earliest date on 
or before which the application for such project is filed, or (B) as of the 
date the application for such project is approved, are included in a 
project for which funds have been set aside under title II or in a project 
the application for which has been approved under this title. 

(b) (1) Where a local educational agency filed an application for 
payments under this title on or before November 24, 1953, and after 
the date entered into any construction contract which had the effect 
of diminishing or eliminating payments to such agency on the basis 
of the application, the Commissioner shall pay to such agency, out 
of funds appropriated pursuant to this subsection, an amount equal 
to the difference between the amount, if any, reserved on the basis of 
the application and the amount which would have been reserved on 
the basis of the application out of funds appropriated by the Supple- 
mental Appropriation Act, 1954, if such funds had been sufficient to 
permit payments without establishing priorities under section 303. 

(2) Payments under this subsection shall be made upon request of 
the local educational agency involved, filed with the Commissioner 
within ninety days after the date on which funds are appropriated to 
make such payments. Except as provided in paragraph (3), such 
payments shall be made in a lump sum, and shall be made upon con- 
dition that the funds paid shall be used solely to finance the con- 
struction of school facilities for such agency (including the payment 
of obligations incurred with respect to school facilities constructed 
before the enactment of this subsection). 

(3) If, as of the date on which funds are appropriated to make 
payments under this subsection, any agency to which this subsection 
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applies has not provided minimum school facilities (determined by 
reference to tose facilities which, as of such date, are built or under 
contract, or are included in a project the application for which has 
been approved under this title) for the estimated number of children 
who will be in the membership of its schools at the close of the regular 
school year 1955-1956, its request shall set forth one or more projects 
for the construction of minimum school facilities for such children, 
and with respect to such projects shall meet the requirements of 
section 205 (b) (1). If, and only if, the projects included in its 
request and approved for payment will provide minimum school 
facilities for the number of children for whom such facilities have not 
been provided, as determined under the preceding sentence, the bal- 
ance, if any, of the amount payable to such agency under this sub- 
section shall be paid to it in accordance with paragraph (2). Upon 
approval of the request, payments with respect to each project 
included in the request shall be made under section 307 as if an 
application for such project had been approved under section 306. 


LIMITATION ON TOTAL PAYMENTS TO ANY LOCAL EDUCATIONAL AGENCY 


Src. 305. (a) Subject to the limitations in subsections (c) and (d), 
the total of the payments to a local educational agency under this title 
may not exceed the sum of the following: 

(1) the estimated increase, since the [regular school year 
1955-1956] base year, in the number of children residing on Fed- 
eral property with a parent employed on Federal property (situ- 
ated in whole or in part in the same State as the school district of 
such agency or within reasonable commuting distance from such 
school district), multiplied by 95 per centum of the average per 
pupil cost of constructing minimum school facilities in the State 
in which the school district of such agency is situated; and 

(2) the estimated increase, since the [regular school year 1955- 
1956] base year, in the number of children residing on Federal 
property, or residing with a parent employed on Federal property 
(situated in whole or in part in the same State as the school dis- 
trict of such agency or within reasonable commuting distance from 
such school district), multiplied by 50 per centum of the average 
per pupil cost of constructing minimum school facilities in the 
State in which the school district of such agency is situated. A 
child of a parent who commenced residing in or near the school 
district of such an agency while assigned to employment, as a 
member of the Armed Forces on active duty, on Federal property 
(situated in whole or in part in the same State as the school dis- 
trict of such agency or within reasonable commuting distance from 
such school district) and who was subsequently assigned elsewhere 
on active duty as a member of the Armed Forces, shall continue 
to be considered as residing with a parent employed on such 
Federal property, for purposes of this paragraph and paragraph 
(1) of this subsection, for so long as the parent is so assigned; 
and 

(3) the estimated increase, since the regular school year 
1955-1956, in the number of children whose membership results 
directly from activities of the United States (carried on either 
directly or through a contractor, multiplied by 45 per centum of 
the average per pupil cost of constructing minimum school 
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facilities in the State in which the school district of such agency ig 
situated; but this paragraph (3) shall not apply if, within ninety 
days following the filing by such agency of an application in 
accordance with regulations prescribed under section 306 (a) 
the President finds (A) that no portion of the school district is 
in an area in which a defense plant or installation has been or is 
to be provided, or an existing defense plant or installation hag 
been or is to be reactivated or its operation substantially ex. 
panded, or (B) that no substantial immigration of defense workers 
or military personnel is required to carry out activities at any such 
plant or installation, or (C) after consultation with the Commis- 
sioner, that the minimum school facilities required for the free 
public education of the children of such defense workers or 
military personnel are available. For purposes of this paragraph 
the Commissioner shall not consider as activities of the Unite 
States those activities which are carried on in connection with real 
property excluded from the definition of Federal property by the 
last sentence of paragraph (1) of section 210, but shall (if the local 
educational agency so elects pursuant to subsection (b)) consider 
as children whose membership results directly from activities 
of the United States children residing on Federal property or 
residing with a parent employed on Federal property. 
In computing for any local educational agency the number of children 
in an increase under paragraph (1), (2), or (3), the estimated number 
of children described in such paragraph who will be in the membership 
of the schools of such agency at the close of the [regular school year 
1957-1958] increase period shall be compared with the estimated 
number of such children in the average daily membership of the 
schools of such agency during the [regular school year 1955-1956] 
base year: Provided, That if the Commissioner finds, with respect to a 
number of such children who during the [regular school year 1955- 
1956] base year attended school facilities owned by the Federal 
Government and used by such agency, (A) that such school facilities 
used for such children can be more appropriately used for different 
school purposes or are no longer available for school purposes, and 
(B) that such agency will submit with its application under this title 
a project to provide school facilities for such children, such children 
shall be counted as an increase under paragraph (1) or (2) of this 
subsection as the case may be, and shall be deemed to be without 
school facilities at the close of the [regular school year 1957-1958] 
increase period for purposes of section 304 (a). 

(b) If two or more of the paragraphs of subsection (a) apply to a 
child, the local educational agency shall elect which of such para- 
graphs shall apply to such child. 

(c) A local educational agency shall not be eligible to have any 
amount included in its maximum by reason of paragraph (1), (2), 
or (3) of subsection (a) unless the increase in children referred to in 
such paragraph, prior to the application of the limitation in subsection 
(d), is at least 20 and is equal to at least 5 per centum in the case of 
paragraph (1) or (2), and 10 per centum in the case of paragraph (3), 
of the number of all children who were in the average daily member- 
ship of the schools of such agency during the [regular school year 
1955-1956] base year, and unless, in the case of paragraph (3), the 
construction of additional minimum school facilities for the number 
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of children in such increase will, in the judgment of the Commissioner 
of Education, impose an undue financial burden on the taxing and 
borrowing authority of such agency: Provided, That children residin 
on any housing property which, prior to sale or transfer by the Unit 
States, was considered to be Federal property for the purposes of 
this Act, shall not be considered as having been federally connected 
in determining the eligibility of the local educational agency under 
this subsection. 

(d) If (1) the estimated number of nonfederally connected children 
who will be in the membership of the schools of a local educational 
agency at the close of the [regular school year 1957-1958] increase 
period is less than (2) 107 per centum of the number of such children 
who were in the average daily membership of such agency during the 
[regular school year 1955-1956] base year, the total number of chil- 
dren counted for purposes of subsection (a) with respect to such 
agency shall be reduced by the difference between (1) and (2) hereof. 
For purposes of this subsection, all children in the membership of a 
local educational agency shall be counted as nonfederally connected 
children except children whose membership in the [school years 1955- 
1956 and 1957-1958] base year and the increase period was compared 
in computing an increase which meets the requirements of sub- 
section (c). 

(e) Notwithstanding the provisions of subsections (c) and (d) of 
this section, whenever and to the extent that, in his judgment, excep- 
tional circumstances exist which make such action necessary to avoid 
inequity and avoid defeating the purposes of this title, the Commis- 
sioner may do any one or more of the following: (1) he may waive or 
reduce any percentage requirement or requirements in subsection (c); 
(2) he may waive the requirement contained in the first sentence of 
subsection (d) or reduce the percentage specified in clause (2) of such 
sentence. 

(f) If 

(1) the first year of the increase period for an application made 
by a local educational agency constitutes the second year of the in- 
crease period for a previous application made by such agency, and 

(2) any payment has been or may be made to such ageneu on the 
basis of such previous application, 

then, in determining under this section the total of the payments which 
may be made to such agency on the basis of the later application, the total 
number of children counted for purposes of paragraph (1), (2), or (8), 
as the case may be, of subsection (a) may not exceed— 

(3) the number of children whose membership at the close of the 
increase period for the later application is compared with membership 
wn the base year for purposes of such paragraph, minus 

(4) the number of such children whose membership at the close of 
the increase period for the previous application was compared with 
membership in the base year for purposes of such paragraph. 


APPLICATIONS 


Src. 306. (a) No payment may be made to any local educational 
agency under this title except upon application therefor which is sub- 
mitted through the appropriate State educational agency ‘and is filed 
with the Commissioner in accordance with regulations prescribed by 
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(b) The Commissioner shal] approve any application if he finds (1) 
that the requirements of section 205 (b) (1) have been met and that 
approval of the project would not result in payments in excess of 
those permitted by sections 304 and 305, (2) after consultation with 
the State and local educational agencies, that the project is not in- 
consistent with overall State plans for the construction of school 
facilities, and (3) that there are sufficient Federal funds available to 
pay the Federal share of the cost of such project and of all other 
projects for which Federal funds have not already been obligated and 
applications for which, under section 303, have a higher priority: 
Provided, That the Commissioner may approve any application for 
payments under this title at any time after it is filed and before any 
priority is established with respect thereto under section 303 if he 
determines that— 

(1) on the basis of information in his possession, it is likely that the 
urgency of the need of the local educational agency is such that it 
would have a priority under section 303 which would qualify it for 
payments under this title when such priorities are established, and 

(2) the number of children in the increase under section 305 (a) is 
in large measure attributable to children who reside or will reside in 
housing newly constructed on Federal property. 

(c) No application under this title shall be disapproved in whole or 
in part until the Commissioner of Education has afforded the local 
educational agency reasonable notice and opportunity for hearing. 


PAYMENTS 


Sec. 307. (a) Upon approving the application of any local edu- 
cational agency under section 306, the Commissioner of Education 
shall pay to such agency an amount equal to 10 per centum of the Fed- 
eral share of the cost of the project. After final drawings and speci- 
fications have been approved by the Commissioner of Education 
and the construction contract has been entered into, the Commissioner 
shall, in accordance with regulations prescribed by him and at such 
times and in such installments as may be reasonable, pay to such 
agency the remainder of the Federal share of the cost of the project. 
Payments under this title shell be made through the disbursing facili- 
ties of the Department of the Treasury and prior to audit or settlement 
by the General Accounting Office. 

(b) Any funds paid to a local educational agency under this title 
and not expended for the purposes for which paid shall be repaid to 
the Treasury of the United States. 


ADDITIONAL PAYMENTS 


Sec. 308. (a) Sums appropriated pursuant to this title, other than 
sums appropriated for administration, shall remain available until 
expended. Not to exceed 10 per centum of the amount so appro- 
priated for any fiscal year (exclusive of any sums appropriated for 
administration) may be used by the Commissioner, under regulations 
prescribed by him, to make grants to local educational agencies where 
(1) the application of such agencies would be approved under this 
title but for the agencies’ inability, unless aided by such grants, to 
finance the non-Federal share of the cost of the projects set forth in 
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their applications, or (2) although the applications of such agencies 
have been approved, the projects covered by such applications could 
not, without such grants, be completed, because of flood, fire, or 
similar emergency affecting either the work on the projects or the 
agencies’ ability to finance the non-Federal share of the cost of the 
projects. Such grants shall be in addition to the payments otherwise 
provided under this title, shall be made to those local educational 
agencies whose need for additional aid is the most urgent and acute, 
and insofar as practicable shall be made in the same manner and 
upon the same terms and conditions as such other payments. 

(b) Where a local educational agency filed an application for pay- 
ments under this section before June 30, 1954, and such agency met 
all the requirements established for approval of such application except 
the 20 per centum requirements as to children countable for payments 
under this title (45 C. F. R., 1954 Supp., 107.8 (b) (2)), and the num- 
ber of children countable for the purposes of such requirement was 
equal to 10 per centum or more of the average daily membership of 
such agency for the school year 1953-1954, the Commissioner shall 
pay to such agency, out of funds appropriated pursuant to this sub- 
section, an amount equal to the amount which would have been re- 
served on the basis of such application if such requirement had been 
met. Payments under this subsection shall be made upon application 
by the local educational agency involved, filed with the Commissioner 
on or before November 1, 1955, which shall set forth one or more proj- 
ects for the construction of minimum school facilities for such agency, 
and shall meet the requirements of section 205 (b) (1) with respect to 
such projects. Upon approval of an application under this subsection 
payments with respect to each project included in the application shall 
be made under section 307 as if an application for such project had 
been approved under section 306. 


WHERE EFFECT OF FEDERAL ACTIVITIES WILL BE TEMPORARY 


Sec. 309. Notwithstanding the preceding provisions of this title, 
whenever the Commissioner determines that the membership of some 
or all of the children, who may be included in computing under section 
305 the maximum on the total of the payments for any local educa- 
tional agency, will be of temporary duration only, such membership 
shall not be included in computing such maximum. Instead, the 
Commissioner may make available to such agency such temporary 
school facilities as may be necessary to take care of such membership; 
or he may, where the local educational agency gives assurance that at 
least minimum school facilities will be provided for such children, pay 
(on such terms and conditions as he deems appropriate to carry out 
the purposes of this title) to such agency for use in constructing school 
facilities an amount equal to the amount which he estimates would be 
necessary to make available such temporary facilities. In no case, 
however, may the amount so paid exceed the cost, in the school 
district of such agency, of constructing minimum school facilities for 
such children. The Commissioner may transfer to such agency or its 
successor all the right, title, and interest of the United States in and 
to any temporary facilities made available to such agency under this 
section; any such transfer shall be without charge, but may be made 
on such other terms and conditions, and at such time, as the Com- 
missioner deems appropriate to carry out the purposes of this title 
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CHILDREN FOR WHOM LOCAL AGENCIES ARE UNABLE TO PROVIDE 
EDUCATION 


Src. 310. In the case of children who, it is estimated, will reside 
on Federal property on [June 30, 1958] June 30, 1958, or June 80, 
1959— 

(1) If no tax revenues of the State or any political subdivision 
thereof may be expended for the free public education of such 
children; or 

(2) If it is the judgment of the Commissioner, after he has 
consulted with the appropriate State educational agency, that 
no local educational agency is able to provide suitable free public 
education for such children, 

the Commissioner shall make arrangements for constructing or other- 
wise providing the minimum school facilities necessary for the educa- 
tion of such children. To the maximum extent practicable school 
facilities provided under this section shall be comparable to minimum 
school facilities provided for children in comparable communities in 
the State. This section shall not apply (A) to children who reside on 
Federal property under the control of the Atomic Energy Commis- 
sion, and (B) to Indian children attending federally operated Indian 
schools. Whenever it will be necessary for the Commissioner to pro- 
vide school facilities for children residing on Federal property under 
this section, the membership of such children may not be included in 
computing under section 305 the maximum on the total of the pay- 
ments for any local educational agency, 


WITHHOLDING OF PAYMENTS 


Src. 311. Whenever the Commissioner of Education, after reason- 
able notice and opportunity for hearing to a local educational agency, 
finds (1) that there is a substantial failure to comply with the draw- 
ings and specifications for the project, (2) that any funds paid to a 
local educational agency under this title have been diverted from the 
purposes for which paid, or (3) that any assurance given in an appli- 
cation is not being or cannot be carried out, the Commissioner may 
forthwith notify such agency that no further payment will be made 
under this title with respect to such agency until there is no longer 
any failure to comply or the diversion or default has been corrected 
of, if compliance or correction is impossible, until such agency repays 
or arranges for the repayment of Federal moneys which have been 
diverted or improperly expended. 


BASE YEAR AND INCREASE PERIOD 


Sec. 312. For purposes of this title— 

(a) In the case of an application filed after June 30, 1956, and before 
July 1, 1957, (1) the term “base year” means the regular school year 1955- 
1956, and (2) the term “increase period”’ means the period consisting of 
the regular school years 1956-1957 and 1957-1958; 

(b) In the case of an application filed after June 30, 1957, and before 
July 1, 1958, (1) the term ‘increase period’’ means the period consisting 
of the regular school years 1956-1957 and 1957-1958 or the regular school 
years 1957-1958 and 1958-1959, as may be designated in the application, 
and (2) the term “‘base year’? means (A) the regular school year 1955-1966 
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if the increase period includes the regular school year 1956-1957, or (B) 
the regular school year 1956-1957 if the increase period includes the 
regular school year 1958-1959; and 

(c) In the case of an application filed after June 30, 1958, (1) the term 
“base year’ means the regular school year 1956-1957, and (2) the term 
“increase period” means the period consisting of the regular school years 
1967-1958 and 1958-1959. 


TITLE IV—SCHOOL CONSTRUCTION ASSISTANCE IN 
OTHER FEDERALLY AFFECTED AREAS 


Src. 401. (a) * * * 

(b) There are hereby authorized to be appropriated for the fiscal 
year ending June 30, 1954, and the [four] jive succeeding fiscal years 
such sums, not to exceed $40,000,000 in the aggregate, as may be 
necessary to carry out the provisions of this section. There are also 
authorized to be appropriated such sums as may be necessary for 
administration of such provisions. Amounts so appropriated, other 
than amounts appropriated for administration, shall remain available 
until expended, except that after June 30, [1958] 1959, no agreement 
may be made to extend assistance under this section. 


O 
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STATE PARTICIPATION IN FEED AND SEED DISASTER 
RELIEF 


Avuaust 20, 1957.—Ordered to be printed 


Mr. Wr1t1tams, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany S. 304] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 304) to provide for a specific contribution by State govern- 
ments to the cost of feed or seed furnished to farmers, ranchers, or 
stockmen in disaster areas, and for other purposes, having considered 
the same, report thereon with a recommendation that it do pass 
without amendment, 

This bill would require State contribution to feed and seed disaster 
relief programs in an amount between 25 and 50 percent of that part 
of the cost of the feed and seed not paid for by the recipients. As 
pointed out in the favorable report from the Department of Agri- 
culture, which is attached, State participation would result in more 
economical operation, better use of funds, and more equitable dis- 
tribution of assistance. 

Enactment of the bill would for the reasons just stated, in addition 
to the fact that costs would be shared with the States, result in reduced 
Federal expenditures. 

In its report the Department expresses some preference for the 
provisions of S. 1525, which was introduced at the Department’s 
request. A copy of the request, along with a comparison of S. 304 
and S. 1525, is attached. From the comparison it can be seen that 
S. 304 would require State participation in any feed and seed relief 
program, while S. 1525 windh not require State participation if the 
relief program were conducted under the authority of the Commodity 
Credit Corporation Charter Act, the Soil Conservation and Domestic 
Allotment Act, or any other law not enumerated in S. 1525. 5S. 1525 
would also permit waiver of its requirements, while S. 304 would not, 
It would appear therefore that S. 304 would be more effective in 
requiring State participation, 
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DEPARTMENTAL VIEWS 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., March 15, 1957, 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 


Dear Senator EvLeNpDER: This is in reply to your request of Jan- 
uary 10, 1957, for a report on S. 304, a bill to provide for a specific 
contribution by State governments to the cost of feed or seed furnished 
to farmers, ranchers, or stockmen in disaster areas, and for other 
purposes. 

The Department favors the objectives of this bill. However, we 
recommend the provisions of S. 1525 in lieu of the language of S. 304. 

S. 304 proposes that no feed for livestock or seed for planting shall 
be furnished to farmers, ranchers, or stockmen under existing disaster 
relief legislation unless, in addition to administrative costs that may 
be assumed by the State, the State agrees to contribute not less than 
25 percent or more than 50 percent, as the Secretary of Agriculture 
shall determine to be equitable, of the cost of such feed or seed which 
is not paid by the recipient thereof. 

S. 1525 has the same purpose as S. 304. It provides “for at least 
one-fourth of that part of such assistance which is not paid for by 
farmers, ranchers, or stockmen” to be made available by the State 
government. In addition, S. 1525 has an escape clause under which, 
when Congress is not in session, “the President may waive or modify 
the required non-Federal participation * * *”’ 

The Department of Agriculture feels strongly that participation by 
the States in the cost of drought relief is necessary if sound management 
of the assistance program is to be obtained. The President, in his 
message to Congress on March 5, 1957, called to the attention of the 
Congress, two general conclusions: 

“The first is that administration of emergency disaster programs 
must be kept close to the local people; 

“The second is that State and local governments should assume a 
greater part in alleviating human distress and hardships and in meet- 
ing other local needs in times of disaster, calling on the Federal 
Government only to supplement their own resources.” 

The Committee on Appropriations of the House, in its report on the 
urgent deficiency appropriation bill, 1957, on February 1, 1957 (Rept. 
No. 24) had this to say: 

“At the time this emergency program was adopted by Congress, it 
was intended that the States would participate substantially in a 
financial way. It appears, however, that amounts advanced by States 
to date have been very small—hardly enough to cover the cost of 
handling their contributions. The committee feels that steps should 
be taken to correct this situation. Accordingly, it recommends that, 
as soon as present contracts have been honored, the Secretary require 
that the Governor or appropriate authority in each State participating 
in the program should commit the State to assume at least 25 percent 
of the cost.” 

State participation in the operation and management of a feed 
assistance program at the State and local level would result in more 
economical operation, better use of funds, and more equitable dis- 
tribution of assistance. 
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S. 1525 would carry out the p se of S. 304 by requiring a con- 
tribution by State governments of not less than one-fourth of the 
cost of such assistance not paid for by farmers. If the disaster was 
such that the State or local people could not contribute, the President, 
if Congress was not in session, could waive or modify the amount of 
contribution. S. 1525 further provides that the Secretary shall provide 
by regulation for State participation in planning and responsibility 
for local administration. The feed assistance program is for the aid 
and benefit of farmers, ranchers, and stockmen, and without their 
cooperation and the help of the State in its administration, it cannot 
be made to operate successfully. With their help a determination 
can be made as to who is in need, the amount of feed that should be 
made available, and abuses can be corrected at their source. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
E. T. Benson, Secretary. 





DEPARTMENT OF AGRICULTURE, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 5, 1957. 
The honorable the Prestpent oF THE SENATE, 
United States Senate. 

Dear Mr. Presipent: There is submitted for the consideration of 
the Congress the attached draft of bill which would form the basis 
for further cooperative undertaking between the Federal Government 
and the governments of the respective States in extending necessa 
assistance to farmers, ranchers, and stockmen in connection wit 
major disasters affecting agricultural production. 

The proposed bill provides that, in connection with any major 
disaster, assistance furnished by the Secretary of Agriculture under 
the authority of section 2 (d) of the act of April 6, 1949 (Public Law 
38, 67 Stat. 149), or section 301 of Public Law 480 (68 Stat. 458), 
should be made available only where State governments provide funds 
for at least one-fourth of the cost of such assistance, other than the 
cost paid for by farmers, ranchers, or stockmen. The bill provides, 
however, that the President may waive or modify this requirement 
when Congress is not in session, if in his judgment a national emer- 
rency or the magnitude or severity of the disaster require greater 
ical participation in protection of the national interests. The 
Secretary would be directed to provide by regulations for participa- 
tion in the planning and local administration of such programs by 
the States or their agencies. 

This Department has undertaken under section 2 (d) of Public 
Law 38, as amended, supplemented by funds made available under 
the act of September 30, 1950 (Public Law 875, 64 Stat. 1104),"as 
amended, to furnish assistance to farmers and ranchers in procuring 
hay and roughage for basic herds of livestock in areas affected by 
major disasters. Public Law 875 provides for the designation of major 
disaster areas by the President upon the requests of the Governors of 
the States and representations to the President by the Governors as 
to the amount of assistance made available by the States and local 
governments in connection with the occurrence of the disaster. The 
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surplus stocks of the Commodity Credit. Corporation have been made 
available to farmers and ranchers in affected areas at a price sub- 
stantially below the cost to the Government. 

In the past, only a few States have contributed anything to the cost 
of these programs other than a very limited participation in local 
administration. The aggregate of State participation over the past 

‘several years has been less than 1 percent of the total cost. Under 
the present circumstances, it is inequitable to have the Federal Goy- 
ernment carry the entire cost in most States when only a few States 
have been willing to use their own resources to defray part of the cost, 

In an effort to make assistance under these authorities more effec- 
tive, we are convinced, from our past experience, that the State and 
local governments should have a much greater part in the administra- 
tion and operation of these emergency feed programs. There have 
been many abuses of the Federal programs which State participation 
in the cost and administration should help greatly in eliminating. 
Participation by the State should, to a much greater extent than has 
been true in the past, utilize the resources of the State and local 
saat in conjunction with the assistance furnished by the 

ederal Government. Because of their proximity to the problem 
State and local agencies are far better equipped to ascertain the need 
of and the persons who should receive assistance. 

This bill would require no additional appropriations at this time 
and should, if enacted, reduce the future demand on Federal funds 
for such assistance. 

The enactment of this legislation is recommended. 

The Bureau of the Budget advises that the enactment of this 
petunaes legislation would be in accord with the program of the 

resident. 

Sincerely yours, 
E. T. Benson, Secretary. 
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ComPARISON or S. 304 anv S. 1525 


These bills would require a 25-percent State contribution to certain 
disaster relief re for farmers, ranchers, and stockmen. They 
differ in the following respects: 


S. 304 S. 1525 
DISASTER RELIEF PROGRAMS AFFECTED 


The furnishing of feed for live- Assistance under section 2 (d) 
stock or seed for planting under of the act of April 6, 1949 (feed 
any law, as disaster relief. and seed) or section 301 of Public 

Law 480, 83d Congress (furnishing 
any farm commodity or product 
owned or controlled by Com- 
modity Credit Corporation).' 


STATE CONTRIBUTION REQUIRED 


In addition to administrative At least 25 percent of the cost 
costs assumed by the State, be of such assistance which is not 
tween 25 and 50 percent of that paid for by farmers, ranchers, or 
part of the cost, including trans- stockmen. 
portation, of the feed and seed, 
which is not paid by the recipients 


thereof. 
EFFECTIVE DATE 
Enactment. July 1, 1957. 
WAIVER 
None permitted. President may waive or modify 


when Congress not in session and 
a national emergency or the mag- 
nitude or severity of the disaster 
requires greater Federal participa- 
tion. 


' Hay and roughage assistance is now being furnished under sec. 2 (d) of the act of April 6, 1949. Feed 
grains (barley, corn, oats, and grain sorghums) are now being furnished under sec. 301 of Public Law 480, 

/e understand that seed is not being furnished under either of these laws, but is being furnished in lieu 
of cash payments under the Soil Conservation and Domestic Allotment Act. Seed is usually furnished 
under regular programs under that act on the basis of 50 percent cost sharing by farmers. In disaster 
areas (and sometimes in other cases) the farmer’s share may be reduced to as low as 20 percent. Special 
appropriations are sometimes provided to meet increased needs or increased participation in the program 
in disaster areas, but the Department states that it may be difficult to distinguish between assistance 
rendered as part of the regular ACP program and that rendered as disaster relief. 


O 
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SALE OF SURPLUS COTTON TO DOMESTIC MILLS 
Avucust 20, 1957.—Ordered to be printed 


Mr. Jounsron of South Carolina, from the Committee on Agriculture 
and Forestry, submitted the following 


REPORT 


[To accompany §. 314] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (S. 314) to assist the United States cotton textile industry in 
regaining its equitable share of the world market, having considered 
the same, report thereon with a recommendation that it do pass 
without amendment. 

This bill would require the Secretary of Agriculture to sell not less 
than 750,000 bales of surplus cotton to domestic textile mills annually 
for 5 years, beginning with the current fiscal year. Prices would be 
such as to enable domestic mills to return to the cotton product export 
level maintained during the period 1947-52, inclusive. The cotton 
could be used only for the manufacture of products for export. 

In the event the demand by domestic mills exceeded the quantity 
to be sold in any year, the quantity to be sold would be prorated 
among applicant mills on the basis of quantities processed during the 
preceding 3 years. 

Sale in the United States of products of cotton sold under the bill 
would be punishable by fine of up to $5,000 and imprisonment up to 
5 years. 

The purpose of the bill is to restore their fair share of the world 
market to domestic mills so that the closing of mills which cannot 
compete with the foreign product of low-cost labor, and the conse- 
quent unemployment of domestic textile workers, can be averted. 
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DEPARTMENTAL VIEWS 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., March 28, 1957, 
Hon. Auten J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 


Dear Senator ELLenpeR: This is in reply to your request of 
January 12, 1957, for a report on S. 314, a bill to assist the United 
States cotton textile industry in regaining its equitable share of the 
world market. 

The Department recommends against passage of the bill. 

The bill provides for the Secretary of Agriculture to make available 
to textile mills during the fiscal year ending June 30, 1958, and each of 
the 4 succeeding fiscal years not less than 750,000 bales of Commodity 
Credit Corporation cotton at such prices as the Secretary determines 
will allow the United States cotton textile industry to regain the level 
of exports of cotton products maintained during the period 1947-52. 
A mill would be required to agree that such cotton would be used only 
for the manufacture of cotton products for export. 

A bill with substantially identical provisions, S. 4156, was introduced 
by Senator Smith during the 84th Congress. Assistant Secretary 
McLain represented the Department at a hearing before the Senate 
Comsittee on Agriculture and Forestry on July 16, 1956, and opposed 
the bull. 

Under the export sales programs initiated in 1956, the Department 
has sold over 7 million bales of CCC’s stocks of upland cotton on a 
competitive-bid basis. The Department also initiated during 1956 
the cotton products export program, which extends the benefits of the 
export sales programs for raw cotton to cover exports of cotton textiles, 
yarns, and spinnable waste manufactured in this country from Ameri- 
can upland cotton. Under this program equalization payments are 
made to exporters of cotton textiles and spinnable cotton waste on the 
basis of the difference between the domestic market price and the 
CCC export price for cotton. Through January 25, 1957, 42,983 
sales had been registered with CCC and equalization payments of 
$5,771,988.50 had been made by CCC to exporters on the cotton 
products exported. 

Only about 10 percent of the cotton textiles exported are exported 
by integrated mills, that is, mills which have sales organizations and 
make export sales of cotton products. The other 90 percent of exports 
are made by persons or firms other than manufacturers. Therefore, 
it would be almost impossible for cotton which had been sold for proc- 
essing into textiles for export to be followed throughout the channels 
of trade until finally exported. 

It is impossible to make a reasonable estimate of the costs which 
might be incurred by the Department in carrying out the provisions 
of the bill. Exports of cotton products during the period 1947-52 
were at extremely high levels, which would make it very difficult to 
determine the price level at which cotton would have to be made 
available to mills in order to attain exports at the levels of the period 
specified. Assuming, however, a reduction of 10 cents a pound and 
the sale of 750,000 bales, the annual cost to the Government would 
be $37,500,000. 
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The Bureau of the Budget advises that there is no objection to the 
submission of this report. 
Sincerely yours, 
E, T. Benson, Secretary. 


DEPARTMENT OF STATE, 
Washington, March 28, 1957. 
Hon. ALLEN J. ELLENDER, 
Chairman, Committee on Agriculture and Forestry, 
United States Senate. 


DEAR SENATOR ELLENDER: Reference is made to the request of the 
Committee on Agriculture and Forestry of January 15, 1957, acknowl- 
edged on January 17, for the views of the Department regarding S. 314, 
This bill is virtually identical with S. 4156 of the 84th Congress. The 
views of the Department on S. 314 are similar to those submitted to 
the committee with regard to S. 4156 on July 16, 1956. 

S. 314 would direct the Secretary of Agriculture to sell not less than 
750,000 bales of raw cotton owned by the Commodity Credit Corpo- 
ration to textile mills in the United States during each of 5 fiscal years 
beginning July 1, 1957. These sales would be made at prices which 
the Secretary would determine would allow the textile industry to 
regain the level of cotton textile exports which it had in the period 
1947 through 1952. The raw cotton would be allowed to be used only 
for the manufacture of cotton products for export. 

This Department has carefully reviewed this bill. It is certainly 
in agreement with the desire to increase the cotton textile exports of 
the United States. However, the method proposed in this legislation 
to increase such exports may well create new and more difficult 
problems for the domestic textile industry and for the country as a 
whole, which would more than outweigh any advantages hoped to be 
gained by the bill. 

There has been in operation since August 1, 1956, a cotton products 
export program administered by the Department of Agriculture. 
Under this program the Department of Agriculture makes cash 
payments to cotton textile exporters based upon the raw cotton con- 
tent of the products exported. The use of cash payments in imple- 
menting the cotton products export program resulted from a deter- 
mination by the Department of Agriculture, based upon advice which 
that Department had received from domestic textile producers and 
exporters, that there would be serious administrative difficulties 
involved in implementing the export program on any basis other than 
direct cash payments. In support of this point was the fact that only 
10 percent of the cotton textiles exported are exported by firms which 
process raw cotton into textiles. The balance of our exports is 
handled by firms which are not textile manufacturers. Thus, it would 
appear that practical problems of implementation and enforcement 
would exist if instead of making cash payments to exporters, raw cot- 
” were made available to domestic mills in the manner provided in 
, 314. 

It might be noted that the cash payments on the cotton products 
exported under the Department of Agriculture’s program would not 
exceed the subsidy which the Commodity Credit Corporation grants 
on the equivalent amount of raw cotton exported. S. 314, however, 
would probably involve selling the raw cotton to domestic mills at 
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a significantly lower price than that of raw cotton exported as such. 
This situation could be expected to develop because of the bill’s 
objective of regaining the 1947-52 level of cotton textile exports, 
Exports in these 6 years, probably the highest in our history, averaged 
904 million square yards annually, two-thirds higher than the 542 
million square yards exported in 1955. In order to increase textile 
exports by such a magnitude, the price at which raw cotton would 
have to be made available to domestic mills would undoubtedly 
represent a heavy subsidy by the Government, even larger than the 
existing subsidy on raw cotton exports. The result would be to give 
preferred treatment to cotton textile producers and exporters ove, 
other American industries which also produce for export. 

The reaction of foreign textile industries and their governments to 
this situation could be expected to be the adoption of counter measures, 
The United States Government, with its tremendous financial re- 
sources, would, in effect, be competing with foreign textile mills. 
The target period of 1947-52, a period when foreign textile industries 
were still being rehabilitated from the effects of World War II, and 
the wartime deferred demand for textiles, enhanced by the Korean 
emergency, was still quite large, would be viewed abroad as an ab- 
normal and unreasonable objective. Countermeasures might well 
include countervailing or antidumping duties on American cotton 
textiles, possibly resulting in a reduction in American cotton textile 
exports, rather than the increase contemplated in S. 314. 

In summary, therefore, the Department of State believes that the 
bill would present serious problems of administration and enforcement, 
the cost to the taxpayer would be heavy, foreign countries might 
well invoke measures which could bring about a reduction in our 
exports of textiles and other products, and serious foreign relation 
difficulties would be created, which could jeopardize the foreign policy 
objectives of the United States. For these reasons this Department 
recommends against the adoption of S. 314. 

The Department has been informed by the Bureau of the Budget 
that there is no objection to the submission of this report. 

Sincerely yours, 
Rosert C. Huu, Assistant Secretary 
(For the Secretary of State). 


O 
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CERTAIN REVISIONS OF THE IMMIGRATION AND 
NATIONALITY LAWS 


August 20, 1957.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, 
submitted the following 


REPORT 


(To accompany 8. 2792] 


The Committee on the Judiciary, to which was referred the bill 
(S. 2792) providing for certain revisions of the immigration and 
nationality laws, having considered the same, reports favorabl 
thereon with amendments and recommends that the bill, as amended, 
do pass. 

AMENDMENTS 


1. On page 2, strike lines 15, 16, 17, 18, and on line 19, strike out 
“dred”, and insert in lieu thereof the following: “Src. 4. (a) On or 
before June 30, 1959, special’’. 

2. On lines 19 and 20, strike the words “during each fiscal year”. 

3. On page 3, lines 1 and 25, strike the quotation marks and on 
line 1, strike ‘eligible orphan’ and insert in lieu theredf “eligible 
orphan’’. 

4. On page 5, lines 1 and 2, strike the language “‘which the Attorney 
General in his discretion may by regulations prescribe.”, and insert 
in lieu thereof the following language: 


including the giving of a bond, as the Attorney General, in his 
discretion, after consultation with the Surgeon General of 
the United States Public Health Service, may by regulations 
prescribe. 


5. On page 5, strike out section 7, and renumber sections 8 through 
16 as sections 7 through 15, respectively. 

6. On page 7. line 8, strike the word “of” where it first appears and 
insert in lieu thereof the word “‘to”’. 

7. On page 9, line 11, strike the word “and” and insert in lieu thereof 
the word “‘an’’. 
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8. On page 12, line 6, strike the numerals “5, 6, 8, 9, 10, 13, and 14”, 
and substitute in lieu thereof the numerals 4. 5, 6, 7, 8, 9, 12, 13, 
and 15”. 

9. On pages 12 and 13, strike the section renumbered 15, and insert 
in lieu thereof the following new section 15: 


Src. 15. (a) Notwithstanding the provisions of section 20 
of the Refugee Relief Act of 1953, as amended (67 Stat. 400; 
68 Stat. 1044), special nonquota immigrant visas authorized 
to be issued under section 3 of that Act which remained 
unissued on January 1, 1957, shall be allotted and may be 
issued by consular officers as defined in the Immigration and 
Nationality Act in the following manner: 

(1) Not to exceed 2,500 visas to aliens described in 
paragraph (1) of section 4 (a) of the Refugee Relief Act, 
as amended; 

(2) Not to exceed 1,600 visas to aliens described in 
paragraphs (9) or (10) of such section 4 (a); 

(3) Not to exceed 500 visas to aliens described in 
paragraph (11) of such section 4 (a); 

(4) All the rest and remainder of said visas to aliens 
who are refugee-escapees as defined in subsection (c). 

(b) The allotments provided in subsection (a) of this 
section shall be available for the issuance of immigrant visas 
to the spouses and unmarried sons or daughters under 21 
years of age, including stepsons or stepdaughters and sons or 
daughters adopted prior to July 1, 1957, of persons referred 
to in subsection (a) of this section if accompanying them: 
Provided, That each such alien is found to be eligible to be 
issued an immigrant visa and to be admitted to the United 
States under the provisions of the Immigration and Nation- 
ality Act: Provided further, That all special nonquota immi- 
grant visas authorized to be issued under this section shall 
be issued in accordance with the provisions of section 221 of 
the Immigration and Nationality Act: Provided further, 
That a quota number is not available to such alien at the 
time of his application for a visa. 

(c) (1) For purposes of subsection (a), the term “refugee- 
escapee” means any alien who, because of persecution or fear 
of persecution on account of race, religion, or political opinion 
has fled or shall flee (A) from any Communist, Communist- 
dominated, or Communist-occupied area, or (B) from any 
country within the general area of the Middle East, and who 
cannot return to such area, or to such country, on account of 
race, religion, or political opinion. 

(2) For the purposes of this section, the term “general 
area of the Middle East” means the area between and 
including (1) Libya on the west (2) Turkey on the north 
(3) Pakistan on the east, and (4) Saudi Arabia and 
Ethiopia on the south. 

(d) Except as otherwise provided in subsection (a) of this 
section, nothing in this section shall be held to extend the 
Refugee Relief Act of 1953, as amended (67 Stat. 400; 68 
Stat. 1044), and nothing in this section shall be held to 
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authorize the issuance of special nonquota immigrant visas 
in excess of the number provided in section 3 of that Act. 


PURPOSE OF THE BILL 


The purpose of the bill, as amended, is to make certain minor 
adjustments in the immigration and nationality laws, as follows: 

,& (1) Clarifies the definition of the term ‘‘stepchild” to make certain 
that it includes a child born out of wedlock. 

(2) Clarifies the definition of the term “child”, as used in the 
Immigration and Nationality Act, so that the illegitimate child would, 
in relation to his mother, enjoy the same status as a legitimate child; 
and extends the definition of “child” to include adopted children 
under limited circumstances. 

(3) Facilitates the entry of spouses and children of first preference 
quota immigrants. 

(4) Provides for the issuance of special nonquota immigrant visas 
to certain eligible alien orphans adopted by United States citizens. 

(5) Provides discretionary authority to waive criminal and immoral 
grounds of exclusion in behalf of certain spounses and children or 
parents of citizens of the United States and aliens lawfully admitted 
for permanent residence. 

(6) Provides discretionary authority to admit under proper safe- 
guards otherwise admissible aliens who are afflicted with tuberculosis 
and who are the spouses, children or parents of United States citizens 
or aliens lawfully admitted for permanent residence. 

(7) Corrects a situation which exists in the case of certain aliens 
admitted under the Displaced Persons Act who are in a deportable 
status because of misrepresentations made with reference to their 
nationality or place of birth to avoid repatriation to Communist- 
controlled countries, and in the case of close relatives of United States 
citizens or lawfully admitted aliens who have procured visas or entered 
the United States by fraud or misrepresentation. Discretionary au- 
thority is also provided to waive such grounds of exclusion in behalf 
of such aliens who are outside the United States. 

(8) Grants the Secretary of State and the Attorney General dis- 
cretionary authority, on a basis of reciprocity, to waive the require- 
ment of fingerprinting in the case of any nonimmigrant alien. 

(9) Grants authority for the Attorney General to adjust the status 
of a limited number of highly skilled specialists who are in the United 
States temporarily and whose services are urgently needed in the 
United States. 

(10) Relieves all future quotas of certain countries of the mortgages 
placed against them under special acts. 

(11) Provides for the expeditious naturalization of certain adopted 
children of United States citizens employed abroad. 

(12) Grants nonquota immigrant status in a limited number of 
cases to certain skilled specialists, alien parents of United States 
citizens and the spouses and children of aliens lawfully admitted for 
permanent residence. 

(13) Permits the adjustment of status of certain diplomats and 
semidiplomats who have been granted political asylum. 

(14) Permits the issuance of the special nonquota immigrant visas 
which remained unissued under the Refugee Relief Act on January 1, 
1957, under specified allotments. 
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STATEMENT 


Section 1 of the bill, as amended, would amend the definition of the 
term ‘‘child” as used in titles I and II of the Immigration and Na- 
tionality Act, for the purpose of alleviating certain hardships which 
have arisen as a result of an administrative interpretation that a child 
born out of wedlock to a woman who subsequently marries a man not 
the father of the child, is not included within the term “stepchild.” 
The proposed amendment would clarify the law in such manner as to 
make it clear that a child born out of wedlock in relation to its mother 
may be included in the term “stepchild” and thereby enjoy the same 
immigration status as other stepchildren. The committee believes 
that this would accomplish the original intent of the section. 

Section 2 would further redefine the term “child” as used in titles 
T and II of the Immigration and Nationality Act to clarify the law so 
that the illegitimate child would in relation to his mother enjoy the 
same status under the immigration laws as a legitimate child to remove 
any doubt of the intent of the original drafters of the act. The term 
“child” is also amended to include adopted children in those cases 
where the child is adopted while under the age of 14 years and has 
thereafter been in the legal custody of and has resided with the adopt- 
ing parent or parents for at least 2 years. At present, the term 
“chil ’’ does not include adopted children and it is believed that the 
proposed amendment is desirable to prevent hardship in cases where 
the child is chargeable to a heavily oversubscribed quota and would 
not otherwise be able to accompany his adoptive parents. Adequate 
safeguards are included to prevent abuse. 

Under section 203 of the Immigration and Nationality Act, a 
preference of 50 percent of each quota is allotted to aliens with special 
skills whose services are urgently needed in the United States, and 
under subsection (a) (1) (B) of that section, such first preference 
status is also extended to the spouse and children who are accompany- 
ing the principal applicant. Under section 3 of the bill, it is provided 
that such first preference status shall also be accorded to the spouse 
and children who are “following to join” such a principal applicant. 

Section 4 would authorize the issuance of special nonquota immi- 
grant visas to certain eligible alien orphans wide? 14 years of age who 
are adopted by United States citizens or who are coming to the United 
States to be adopted. The authority to issue such special nonquota 
immigrant visas shall expire on June 30, 1959, at which time the 
Congress may review the operation of the program and a determination 
may then be made whether the program should be curtailed, modified 
or canceled. Not more than 2 such special nonquota immigrant visas 
may be issued to orphans adopted by any one United States citizen 
and spouse unless necessary to prevent the separation of brothers and 
sisters. 

Under the provisions of existing law found in section 212 (a) (9) of 
the Immigration and Nationality Act, aliens who have been convicted 
of or who admit the commission of crimes involving moral turpitude 
or who admit committing acts which constitute the essential elements 
of such a crime are ineligible to receive a visa or be admitted to the 
United States. Under section 212 (a) (10) of that Act, aliens who have 
been convicted of 2 offenses regardless of whether the offenses involved 
moral turpitude and for which the aggregate sentences to confinement 
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actually imposed were 5 years or more are ineligible to receive a visa 
and be admitted to the United States. Also, under ‘section 212 (a) 
(12) of that act, aliens who are members of certain immoral classes 
such as aliens who have practiced prostitution are forever barred 
from entering the United States for permanent residence. Section 5 
of the bill would grant discretionary authority to the Attorney General 
to waive these grounds of exclusion in behalf of the spouse, parent or 
child, including a minor adopted child, of a United States citizen, or an 
alien lawfully admitted for permanent residence, who is an applicant 
for a visa for permanent residence in the United States if such aliens 
are found to be otherwise admissible. In meritorious cases, therefore, 
the Attorney General would in the future be authorized to admit 
certain aliens to the United States even though they are subject to 
exclusion on the foregoing grounds in order to prevent the separation 
of families. 

Under the provisions of section 212 (a) (6) of the Immigration and 
Nationality Act, aliens who are afflicted with tuberculosis are ineligible 
to receive a visa and be admitted to the United States as permanent 
residents. Section 6 of the bill would permit the Attorney General, 
after consultation with the Surgeon General of the United States 
Public Health Service, to admit the spouses, parents and minor 
children, including adopted children, of United States citizens, or 
aliens lawfully admitted for permanent residence notwithstanding 
the fact that such close relatives are afflicted with tuberculosis. 
Adequate safeguards are included to assure that where the dis- 
cretionary authority is exercised that the alien will not become a public 
charge. 

Sestion 7 of the bill would provide for the correction of a situation 
which exists in the case of certain aliens admitted under the Displaced 
Persons Act who are in a deportable status because of misrepresenta- 
tions made with reference to their nationality or place of birth to 
avoid repatriation to Communist-controlled countries. This section 
would also permit a similar adjustment to be made in the case of 
spouses, parents, or children of United States citizens or lawful resident 
aliens, who have sought to procure or have procured visas or other 
documentation or entry into the United States by fraud or misrepre- 
sentation. The section further provides that after the effective date, 
the Attorney General shall have discretionary authority to waive the 
ground of inadmissibility in behalf of the spouse, parent or child of a 
United States citizen or alien lawfully admitted for permanent resid- 
ence who is found to be subject to exclusion because he has practiced 
fraud or made a misrepresentation in connection with his visa applica- 
tion or application for admission to the United States. 

Section 8 of the bill grants to the Secretary of State and the Attorney 
General the discretionary authority to waive the fingerprinting re- 
quirements, on a basis of reciprocity, in the case of aliens who are 
seeking to enter the United States temporarily as nonimmigrants. 

Section 9 of the bill authorizes the Attorney General, in the admin- 
istration of the Immigration and Nationality Act, to adjust the status 
of certain highly skilled specialists who are in the United States tem- 
porarily and whose services have been determined to be urgently 
needed in the United States, to that of aliens lawfully admitted for 
ermanent residence. As a prerequisite to such adjustment, it must 
e found that the alien was physically present in the United States 
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on July 1, 1957, and the alien must be the beneficiary of an approved 
visa petition for first preference immigrant status, filed on his behalf 
prior to the date of the enactment of this act. The section also pro- 
vides that the spouse and children, who were physically present in the 
United States on July 1, 1957, of such alien, may have their status 
similarly adjusted to that of aliens lawfully admitted for permanent 
residence. If the principal beneficiary is married at the time such 
an adjustment is made under this section, the Attorney General is also 
authorized to grant nonquota status to the spouse or child of the 
alien residing outside the United States and such spouse or child may 
be admitted, if otherwise admissible. 

Section 14 of the bill merely provides that the definitions contained 
in the Immigration and Nationality Act shall apply to certain sections 
of the proposed legislation. 

Section 15 of the bill authorizes the issuance, under the existin 
provisions of the basic Immigration and Nationality Act, of the specia 
nonquota immigrant visas which were authorized under the Refugee 
Relief Act of 1953, as amended, but which remained unissued on 
January 1, 1957. Under that act, 18,656 such visas remained un- 
issued. This section allots and authorizes the issuance of 2,500 of the 
remaining visas to German expellees described in section 4 (a) (1) of 
the Refugee Relief Act, as amended; 1,600 to the Dutch ethnics de- 
scribed in paragraphs (9) and (10) of that section; and 500 to the 
refugees described in paragraph (11) of that section. All the rest and 
remainder of the unissued visas are authorized to be issued to refugee- 
escapees who are carefully defined in the bill so as to include any alien 
who was forced to flee from Communist territory, or from any country 
in the Middle East (a term strictly defined) and who is unable to return 
to the place from which he fled because of persecution or fear of 
persecution on account of race, religion, or political opinion. It is the 
intention of the committee that the distribution of this remainder will 
be made in a fair and equitable manner, without any prescribed 
numerical limitations for any particular group, according to the show- 
ing of hardship, persecution, and the welfare of the United States. It 
is carefully spelled out in the bill that the alien must be eligible for 
admission to the United States under all the provisions of the Immigra- 
tion and Nationality Act, except for the fact that a quota number is 
not available to him at the time of his application for a visa. 

The committee, after consideration of all the facts, is of the opinion 
that the bill (S. 2792), as amended, should be enacted. 

Section 10 of the bill would remove the mortgages on the quotas of 
certain countries imposed under the Displaced Persons Act of 1948, as 
amended, and under the Acts of June 30, 1950, and April 9, 1952, 
relating to the importation of certain skilled sheepherders. 

Section 11 of the bill would provide for the expeditious naturaliza- 
tion of certain adopted children of United States citizens employed 
abroad. 

Section 12 of the bill provides for the granting of nonquota immi- 
grant status to certain skilled specialists, parents of United States 
citizens, and spouses and children of aliens lawfully admitted for 
permanent residence on behalf of whom a petition for the preference 
status under the Immigration and Nationality Act was approved by 
the Attorney General prior to July 1, 1957. Provision is made that 
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such skilled specialists and relative preference aliens must be otherwise 
admissible under the immigration laws. 

Section 13 of the bill would provide a procedure for the adjustment 
of the immigration status of certain aliens who entered the United 
States in a diplomatic or semidiplomatic status as officers or employees 
of a foreign government or certain international organizations and 
who has failed to maintain his official status, but who has not been 
required to depart from the United States. In such cases the alien 
would be permitted to apply to the Attorney General for an adjustment 
of his status to that of an alien lawfully admitted for permanent 
residence and if the application is approved, the Attorney General is 
required to submit a report thereon to the Congress. Such an adjust- 
ment becomes final if neither the Senate nor the House of Representa- 
tives passes a resolution disapproving the action of the Attorney 
General in the session in which the report is submitted or the session 
next following. The number of aliens who may be granted the 
status of an alien lawfully admitted for permenent residence under the 
provision is limited to 50 in any fiscal year. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, while 
existing law in which no change is proposed is shown in roman): 


Section 101 (b) (1) or THE IMMIGRATION AND NATIONALITY 
Act, aS AMENDED (66 Srart. 171) 


Sec. 101 * * * 


* * * * * 


(b) As used in titles I and II— 
(1) The term “child” means an unmarried person under 
twenty-one years of age who is— 


(A) a legitimate child; or 

(B) a stepchild whether or not born out of wedlock, 
provided the child had not reached the age of eighteen 
years at the time the marriage creating the status of 
stepchild occurred; or 

(C) a child legitimated under the law of the child’s 
residence or domicile, or under the law of the father’s 
residence or domicile, whether in or outside the United 
States, if such legitimation takes place before the child 
reaches the age of eighteen years and the child is in the 
legal custody of the legitimating parent or parents at the 
time of such legitimation. 

(D) an illegitimate child, by, through whom, or on 
whose behalf a status, privilege, or benefit is sought by virtue 
of the relationship of the child to its natural mother; 

(E) a child adopted while under the age of fourteen 
ycars if the child has thereafter been in the legal custody of, 
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and has resided with, the adopting parent or parents for at 


least two years. 
* ” * * * 


Section 203 (a) (1) of THE IMMIGRATION AND NATIONALITY 
Act, AS AMENDED (66 Stat. 178) 


Src. 203. (a) Immigrant visas to quota immigrants shall 
be allotted in each fiscal year as follows: 

(1) The first 50 per centum of the quota of each quota 
area for such year, plus any portion of such quota not 
required for the issuance of immigrant visas to the classes 
specified in paragraphs (2) and (3), shall be made avail- 
able for the issuance of immigrant visas (A) to qualified 
quota immigrants whose services are determined by the 
Attorney General to be needed urgently in the United 
States because of the high education, technical training, 
specialized experience, or exceptional ability of such im- 
migrants and to be substantially beneficial prospectively 
to the national economy, cultural interests, or welfare of 
the United States, and (B) to qualified quota immigrants 
who are the spouse or children of any immigrant de- 
scribed in clause (A) if accompanying [him] or following 
to join him. 

1 * ~ * * * * 


SEcTION 323 OF THE IMMIGRATION AND NATIONALITY ACT, AS 
AMENDED (66 Stat. 246) 


Src. 323. (a) An adopted child may, if not otherwise dis- 
qualified from becoming a citizen by reason of section 313, 
314, 315, or 318 of this Act, be naturalized before reaching 
the age of eighteen years upon the petition of the adoptive 
parent or parents, upon compliance with all the provisions of 
this title, if the adoptive parent or parents are citizens of the 
United States, and the child— 

(1) was lawfully admitted to the United States for 
permanent residence; 

(2) was adopted before attaining the age of sixteen 
years; and 

(3) subsequent to such adoption has resided continu- 
ously in the United States in legal custody of the adop- 
tive parent or parents for two years prior to the date of 
filing such petition. 

(b) In lieu of the residence and physical presence require- 
ments of section 316 (a) of this Act such child shall be re- 
quired to establish only two years’ residence and one year’s 
physical presence in the United States during the two-year 
period immediately preceding the filing of the petition. If 
the child is of tender years he may be presumed to be of good 
moral character, attached to the principles of the Constitu- 
tion, and well disposed to the good order and happiness of 
the United States. 
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(c) Any such adopted child (1) one of whose adoptive parents 
is (A) a citizen of the United States, (B) in the Armed Forces 
of the United States or in the employment of the Government of 
the United States, or of an American institution of research 
recognized as such by the Attorney General, or of an American 
firm or corporation engaged in whole or in part in the develop- 
ment of foreign trade and commerce of the United States, or a 
subsidiary thereof, or of a public international organization in 
which the United States participates by treaty or statute, and 
(C) regularly stationed thread in such service or employment, 
and (2) who ws in the United States at the time of naturalization, 
and (3) whose citizen adopted parent declares before the natu- 
ralization court in good faith an intention to have such child 
take up residence within the United States immediately upon 
the termination of such service or employment abroad of such 
citizen adoptive parent, may be naturalized upon compliance 
with all the requirements of the naturalization laws except that 
no prior residence or specified period of physical presence 
within the United States or within the jurisdiction of the natu- 
ralization court or proof thereof shall be required, and paragraph 
(3) of subsection (a) of this section shall not be applicable. 


The remaining provisions of the bill are new law. 


O 
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LOAN SERVICE OF CAPTIONED FILMS FOR THE DEAF 
Avaust 20, 1957.—Ordered to be printed 


Mr. Purrett, from the Committee on Labor and Public Welfare, 
submitted the following 


REPORT 


[To accompany S. 1889] 


The Committee on Labor and Public Welfare to whom was referred 
the bill, S. 1889, to provide in the Department of Health, Education, 
and Welfare for a loan service of captioned films for the deaf, having 
considered the same, report favorably thereon without amendment — 
and recommend that the bill do pass. 


EXPLANATION OF THE BILL 


S. 1889, introduced on April 16, would establish in the Department 
of Health, Education, and Welfare a loan service of captioned films 
for the deaf and severely hard of hearing. The primary objectives 
of this loan service are to— 

(1) Bring to deaf persons understanding and appreciation of 
those films which play such an important part in the general and 
cultural advancement of hearing persons; 

(2) Provide, through these films, enriched educational and cul- 
tural experiences through which deaf persons can be brought into 
better touch with the realities of their environment; and 

(3) Provide a wholesome and rewarding experience which deaf 
persons may share together. 

This bill would give to the Secretary the authority to acquire films 
and provide for their captioning. Such captioned films would then 
be distributed through State schools for the deaf and such other 
agencies which the Secretary may deem appropriate to serve as 
regional centers for the distribution of the captioned films. 

S. 1889 also establishes an Advisory Council on Captioned Films 
in the Department of Health, Education, and Welfare to be composed 
of 12 members appointed by the Secretary. The membership of the 
Council shall include among its members, persons connected with 
leading organizations of the deaf or working with the deaf. The duty 
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of the Council is to advise and assist the Secretary in the selection of 
films to be captioned and to recommend films which will make the 
eatest contribution to the cultural and recreational advancement of 
eaf persons 
NEED FOR THE LEGISLATION 


The invention of the talking motion picture, accompanied by the 
demise of the silent film, was wildly acclaimed by the general public, 
But at the same time it spelled an end to the educational and recrea- 
tional enjoyment of the deaf and hard of hearing. The silent film, 
accompanied by captions interspersed in the film to give the viewer a 
better understanding of the action being portrayed, proved a boon to 
the deaf and hard of hearing since their infirmity in nowise operated 
to detract from the enjoyment, both educational and recreational 
they received from these films. , 

The addition of sound to the motion-picture film, deprived the deaf 
of this valuable source of education and recreation. 

Being unable to hear the voices of the actors and the other sounds 
incidental to the performance, deaf and hard of hearing people gain 
little benefit from watching the action on the screen since it is next to 
impossible to understand the theme of a motion picture without at the 
same time having the benefit of the oral narration. 

This measure will provide enriched educational and cultural experi- 
ences through which these people can be brought into better touch with 
the realities of their environment. It will also provide a wholesome 
and rewarding experience which these people may share together. 

This program will provide great advantages, not only from the 
educational and informative subject matter of the films themselves, 
but in the recreational therapy and in the opportunity for great 
increase in general understanding. Our deaf and hard of hearing are 
deprived of many advantages available to hearing persons through 
radio, television, and motion pictures. This program would com- 
pensate in considerable measure for this lack. 

The establishment of a loan service of captioned films for the deaf 
and hard of hearing in the Department of Health, Education, and Wel- 
fare would provide advantages to this handicapped group of our citi- 
zens similar to those provided the blind by the Talking Book for the 
Blind Program. That program established in 1933 and administered 
by the Library of Congress has over the years afforded blind persons 
of an opportunity to enrich their lives by being able to listen to record- 
ings of historical and fictional stories as well as educational and cultural 
compositions. 

There are available today many educational films which are made 
accessible to schools and other organizations by trade associations, 
industries, labor unions, and the like. Since these films are accom- 
panied by a sound track, they are of little, if any, use to deaf schools 
and organizations. By captioning these films, they can become of 
inestimable value to the deaf, and especially to the deaf child, in in- 
creasing his educational opportunities. 

The distribution of these captioned films by the Department of 
Health, Education, and Welfare would be made through State schools 
for the deaf and other appropriate agencies which would serve as local 
or regional centers for such distribution. 

These local or regional centers would, in turn, serve the more than 
300 public residential, denominational, and day schools and schools 
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for the multiple handicapped which are devoted to the education. of 
the deaf, and which have an enrollment of more than 22,000 students. 
In addition, there are over 700 separate organizations consisting of 
fraternal organizations, church groups, social clubs, and the like in 
429 communities in 46 States and the District of Columbia, which 
would be recipients of these captioned films. 

The Junior League of Hartford, Conn., provided a total of $7,500 
in 2 gifts several years ago to finance a pilot captioned film project 
at the American School for the Deaf at West Hartford, Conn. 

Last year a corporation—Captioned Films for the Deaf, Inc.—was 
formed to further the effort, with headquarters at the American School 
for the Deaf. Many persons prominent in civic, business, and educa- 
tional activities are members of this corporation. 

The support of educators of the deaf and organizations of the deaf 
has been especially noteworthy. The Conference of Executives made 
up of the superintendents and principals of United States and Cana- 
dian schools for the deaf, endorsed the project unanimously by special 
resolution. Organizations of the deat have also given unqualified 
support. 

As the captioning project has met with enthusiastic reception from 
those among the deal who have seen the captioned films, support has 
increased considerably. The small number of pilot-captioned movies 
available, however, has meant that only a small proportion of the deaf 
have been reached, and the possibilities are of course much greater 
with a permanent operation administered by the Department of 
Health, Education, and Welfare and utilizing State schools as dis- 
tributing centers. 

It is expected that the moneys expended under this act will not 
exceed $265,000, annually, after the captioned-film program is com- 
pletely in operation. 


SECTIONAL ANALYSIS OF THE BILL 


Section 2 defines the “Secretary” as the Secretary of Health, Educa- 
tion, and Welfare and the ‘United States” as the several States, 
Territories, insular possessions, and the District of Columbia. The 
vam person” includes persons whose hearing is severely im- 
paired. 

Section 3 (a) directs the Secretary of the Department of Health, 
Education, and Welfare to establish a loan service of captioned films 
which will be made available without cost to groups of deaf persons 
in the United States in accordance with regulations promulgated by 
the Secretary. 

Section 3 (b) grants authority to the Secretary to acquire films 
which will be captioned and thereupon distributed through State 
schools for the deaf or other agencies which the Secretary deems 
appropriate to serve as local or regional distribution centers. The 
Secretary is also given the authority to use films which are made 
available to the Library of Congress under the copyright laws as well as 
accept gifts and contributions and to use without charge services of 
individuals and organizations. Facilities and services of other 
governmental agencies may also be utilized by the Secretary in 
carrying out this program. 

Section 4 (a) creates in the Department of Health, Education, and 
Welfare an Advisory Council on captioned films. The Council shall 
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consist of 12 members appointed by the Secretary. At least 3 mem. 
bers shall be deaf persons and 3 members shall be representatives of the 
general public. Persons selected from leading organizations of the 
deaf or working with the deaf shall be included in the membership of 
the Council. The Chairman of the Council shall be the Secretary or 
a member designated by him. 

Section 4 (b) defines the duties of the Council which are to advise 
the Secretary in the manner in which films to be captioned are selected 
and recommend to the Secretary films which will most contribute to 
the general advancement of deaf persons. 

Section 4 (ce) provides for the compensation of Council members. 

Section 5 authorizes the appropriation of sums necessary to carry 
out the provisions of this act. 

The reports of the Department of Health, Education, and Welfare 
and the Bureau of the Budget follow: 


Executive OFFICE OF THE PRESIDENT, 
Bureau oF THE Bupcet, 
Washington, D. C., August 16, 1957, 
Hon. Lister Hii, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuatrman: This is in response to your letter of 
April 17, 1957, requesting the views of the Bureau of the Budget on 
S. 1889, a bill to provide in the Department of Health, Education, and 
Welfare for a loan service of captioned films for the deaf. 

The proposed legislation would establish a loan service of captioned 
films for the benefit of deaf persons in the United States. It would 
also create an Advisory Council on Captioned Films to advise the 
Secretary of Health, Education, and Welfare on the broad criteria for 
selection of such films. 

The Department of Health, Education, and Welfare in its report 
to vour committee on this proposal recommends that the administra- 
tion of this library service be placed in the Library of Congress. We 
concur in this view if legislation for this purpose should be enacted, 
It should be noted, however, that no money was provided in the 
President’s budget for this proposal in 1958. 

Sincerely yours, 
Ropert E. Merriam, Assistant Director. 





DepaRTMENT OF Heattu, Epucation, AND WELFARE, 
August 16, 1957. 
Hon. Lister HI, 
Chairman, Committee on Labor and Public Welfare, 
United States Senate, Washington, D. C. 

Dear Mr. CnarrMan: This letter is in response to your request of 
April 17, 1957, for a report on S. 1889, a bill to provide in the Depart- 
ment of Health, Education, and Welfare for a loan service of captioned 
films for the deaf. 

The bill would direct the Secretary of Health, Education, and 
Welfare to establish a loan service of captioned films for the purpose 
of making such films. available for nonprofit purposes to groups of 
deaf persons in the United States in accordance with regulations pro- 
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mulgated by the Secrotani . The term “deaf person” is defined in the 
bill to include a pereon whose hearing is “‘severely impaired.” The 
Secretary would authorized to acquire films (or rights thereto) by 

urchase, lease, or gift; to provide for the captioning of films; to pro- 
vide for distribution of captioned films through State schools for the 
deaf and such other agencies as he might deem appropriate to serve 
as local or regional centers for such distribution; to make use, consist- 
ent with the purpose of the bill, of films made available to the Library 
of Congress under the copyright laws; and to utilize the facilities and 
services of other governmental agencies. 

The bill would further establish in this Department a 12-member 
Advisory Council on Captioned Films appointed by the Secretary, at 
least 3 of whose members would, themselves, have to be deaf persons. 
The bill also provides that the membership of the Council.shall include 
three representatives of the general public as well as persons selected 
from leading organizations of the deaf or working with the deaf, 
including professional workers with the deaf. It would be the duty 
of the Council to advise the Secretary on the establishment of broad 
criteria for selection of films to be captioned, and to recommend to 
the Secretary films it believes would make the greatest contribution 
to the general, cultural, or recreational advancement of deaf persons. 

The world of the deaf is a world of incredible silence. For those 
who have the gift of hearing, the full significance of this is difficult to 
grasp. The deaf must make their way in a hearing world without the 
sound of the human voice to guide them. When the voice is not heard, 
neither is speech, yet learning and the communication of ideas in our 
contemporary world depend to a great extent on the aid of the spoken 
word. When words and language are not heard, such learning cannot 
take place in a natural way. If words and language remain unlearned 
or the opportunity to learn them is substantially reduced, normal 
contact and communication with the world suffer profound disruption. 

Radio and television broadcasts, sound motion pictures, and lectures 
play a significant role in the educational, recreational, and cultural 
experiences of modern society. They have become such an integral 
part of our daily lives that we often underestimate our dependence 
upon them. Experts report that about three-fourths of our learning 
and social experiences are based on oral communication. Yet it is not 
generally realized that large portions of these common informational, 
cultural, and recreational mediums are not accessible to the deaf. 
If the deaf are to share these experiences available to hearing people 
in the world, then we must seek other means by which they, too, 
might receive the benefits of these experiencs. 

It has been demonstrated that captioned films constitute an effec- 
tive medium for enlarging the cultural and recreational opportunities 
for deaf persons. Before the advent of sound in motion pictures, 
silent motion-picture films, with their exaggerated pantomime and 
convenient captions, were an invaluable source of information and 
recreation for the deaf. Sound films, with their emphasis and de- 
pendence on oral communication are not suitable for use with the deaf. 
In fact they frequently present a frustrating rather than enjoyable 
experience for those who cannot hear. 

Captions can bring to deaf viewers an understanding and apprecia- 
tion of those films which play a very important role in the general and 
cultural advancement of hearing persons. Widely endorsed concepts 
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of moral values and social responsibility that films often portray 
are important to all mankind, but they largely bypass deaf people for 
want of captioning. 

Moreover, captioned films are a vitally important means of cutting 
through the persistent insulation of deaf persons from the realities of 
their environment. Captioned films, with their simultaneous visual- 
verbal cues, could to a considerable extent meet the admittedly 
critical need of deaf persons for improved social consciousness and 
maturity. 

Captioned films would also provide a wholesome and rewardin 
experience which deaf persons could share together. This recreation 
opportunity is a significant one when viewed in the light of the all- 
too-frequent social isolation which deaf persons encounter as a result of 
their problems of communication. 

It is estimated that the costs of this program would range between 
$200,000 and $250,000 annually in its first 5 years of operation. 

The Department is of the opinion that the loan service proposed by 
this bill would make a significant and much needed contribution to the 
welfare and advancement of the deaf people of this country and would 
assist them, in turn, in making an ever-increasing contribution to 
society. 

Despite our endorsement of the desirability of the program proposed 
in this bill, it is our firm conviction that the Library of Congress is a 
far more appropriate location for such a service than this Department. 
The proposed loan service is clearly a library-type function. The 
Library of Congress bas for years successfully administered a similar 

rogram, that of providing for, and distributing through regional 
libraries throughout the country, books in raised type and “talking 
book” records for the blind. We would strongly recommend that 
the administration of the captioned films loan service be placed in 
the Library of Congress. 

We would therefore recommend that the bill, modified as suggested 
above, be enacted by the Congress. 

The Bureau of the Budget advises that is perceives no objection to 
the submission of this report to your committee. 

Sincerely yours, 
Joon A. Perkins, Acting Secretary. 
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CONVEYING RIGHT-OF-WAY TO EAGLE CREEK INTER- 
COMMUNITY WATER SUPPLY ASSOCIATION 


Avucust 21, 1957.—Ordered to be printed 


Mr. AnpErRsON, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany §, 479] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 479) to convey waterway to Kagle Creek Inter- 
community Water Supply Association, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill, as amended, do pass. 


THE AMENDMENTS 


The amendments are as follows: 

At page 1, line 3, insert after the word “granted” the following: 
“for a period of fifty years from the date hereof’’. 

At page 1, line 6, insert after the word “upon” the following: 
“lands of the United States in”’. 

At page 2, line 2, insert after “(38 Stat. L. 1195),” the following: 
“within sections 9, 16, 21, and 32, township 10 south, range 13 east, 
New Mexico principal meridian,’’. 

At page 2, line 10, insert before the word ‘declare’ the following: 
“for a period not less than one year’. 

At page 2, line 18, delete the comma after the word “Agriculture” 
and the remainder of the sentence and insert in lieu thereof the 
following: 

for his consideration and the right-of-way as to the same 
shall not take effect unless and until approved by him: 
Provided, That all rights-of-way hereby granted, extensions 
thereof and additions thereto shall conform to such conditions 
and stipulations and be subject to such fees as may be pre- 
scribed by the Secretary of Agriculture. 
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At page 3, line 23, insert after the word “shall” the following: 


continue to maintain the present connections of lines and 


permit the future connections of lines to and supply water 
for nearby Department of Agriculture installations and shall. 


Add a new section as follows: 


Sec. 8. The Secretary of Agriculture is hereby authorized 
to extend the rights herein granted for such additional 
periods and on such terms and conditions as he may then 
deem appropriate and in the public interest. 


Amend the title so as to read: 


A bill to convey right-of-way to Eagle Creek Inter- 
community Water Supply Association. 


The committee has accepted all of the amendments proposed by the 
Department of Agriculture which are of a perfecting nature. 


PURPOSE OF THE BILL 


S. 479 would grant, under certain conditions, to the Eagle Creek 
Intercommunity Water Supply Association, a public corporation of 
New Mexico, a right-of-way over lands of the United States in the 
Lincoln National Forest for the Eagle Creek pipeline now located on 
the right-of-way granted in 1915 to the El Paso & Rock Island Railway 
Co. The pipeline is used for the transportation of water and the 
association would be permitted to make additions and extensions. 
S. 479 would not take effect until the Southern Pacific Co., successor 
in interest of the El Paso & Rock Island Railway Co., had released all 
its rights in the right-of-way to the association. 

The report of the Department of Agriculture on this measure is set 
forth below. 

DepaRTMENT OF AGRICULTURE, 
Washington, D. C., May 27, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Intervor and Insular Affairs, 
United States Senate. 


Dear Senator Murray: Reference is made to your request of 
January 16, 1957, for a report on S. 479, a bill to convey waterway to 
Eagle Creek Intercommunity Water Supply Association, and your 
request of March 4 for a report on S. 1245, a bill to provide a right-of- 
way to the city of Alamogordo, a municipal corporation of the State 
of New Mexico. 

We recommend that the bills be not enacted in their present form. 
However, if Congress desires to grant specific legislative authority, the 
— would not object if bills were amended as suggested 

elow. 

S. 479 would grant to the Eagle Creek Intercommunity Water 
Supply Association, a public corporation of New Mexico, its succes- 
sors and assigns, a right-of-way over lands of the United States in the 
Lincoln National Forest for the construction, operation, and mainte- 
nance of the Eagle Creek pipeline and branches thereof as now located 
upon the right-of-way granted to the El Paso & Rock Island Railway 
Co. by the act of March 4, 1915 (38 Stat. 1195), and for additions and 
extensions thereto, “for the purpose of transportation of water for 
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domestic, public, or for any other beneficial uses, together with the 
right to construct, maintain, use, and occupy the present or additional 
reservoir sites for the storage of water for such purposes.” It would 
provide for annulment by the Secretary of Agriculture upon abandon- 
ment or nonuse but does not specify any period. It would limit the 
width of right-of-way and require the approval of the Secretary of 
Agriculture for any extensions to the pipeline and additional reservoir 
sites but is not clear as to the Secretary’s authority to determine the 
desirability of such proposed extensions and additional sites or to pre- 
scribe conditions of use. It would provide that the association shall 
continue to maintain watering troughs and supply water for animals 
lawfully grazing upon the national forests. It would make the grant 
effective only upon surrender by the Southern Pacific Co., successor 
in interest to the El Paso & Rock Island Railway Co., of all its interest 
to the right-of-way for the Eagle Creek pipeline. 

S. 1245 would grant a right-of-way for purposes like those in S. 479 
to the city of Alamogordo, N. Mex., for the Bonito pipeline, also 
located upon a portion of the El Paso & Rock Island Railway Co. 
right-of-way and adjoining the Eagle Creek pipeline. 

The Secretary of Agriculture has authority under the act of June 4, 
1897 (30 Stat. 35; 16 U. S. C. 551), or the act of February 15, 1901 
(31 Stat. 790; 16 U. S. C. 522), to issue special use permits for this 
type of use for indefinite periods. Such authority is similar to that 
of the Department of the Interior over public lands outside the 
national forest and under which the Southern Pacific Co. now holds 
right-of-way over public lands outside the national forests for portions 
of the Eagle Creek pipeline and possibly the Bonito pipeline, and 
would permit control of use and protection of the public interest. 

In order to regulate and control the use of the national forests and 
to provide for adequate protection of the public interest, it is desirable, 
if the Congress wishes to give favorable consideration to the bills, 
that they be amended to: (1) Specifically describe the pipeline; (2) 
make the grant subject to payment of equitable fees and such other 
conditions as may be prescribed by the Secretary of Agriculture for 
the protection of the public interest; (3) authorize additions and exten- 
sions only upon prior approval of the Secretary of Agriculture and 
subject to conditions as in (2); (4) provide for the termination by the 
Secretary of Agriculture upon l-year’s abandonment or nonuse; (5) 
provide for the continuation of the present water supply to the United 
States in addition to the supply for animals grazing on national forests; 
and (6) limit the grant to 50 years. 

Such needed amendments can be accomplished as follows: 


8. 479 


Section 1, page 1, line 3: Insert after the word ‘“‘granted’”’ the fol- 
lowing: “for a period of fifty years from the date hereof”. 

Section 1, page 1, line 6: Insert after the word “upon” the following: 
“lands of the United States in’”’. 

Section 1, page 2, line 2: Insert after “(38 Stat. L. 1195),” the 
following: ‘“‘within sections 9, 16, 21, and 32, township 10 south, 
range 13 east, New Mexico principal meridian,’’. 

Section 1, page 2, line 10: Insert after the word “granted” the 
following: ‘for a period not less than one year”. 
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Section 2, lines 18-21: Delete the comma after “Agriculture” 
and everything thereafter and substitute the following: ‘‘for his cons 
sideration and the right-of-way as to the same shall not take effect 
unless and until approved by him: Provided, That all rights-of-way 
hereby granted, extensions thereof and additions thereto shall conform 
to such conditions and stipulations and be subject to such fees as may 
be prescribed by the Secretary of Agriculture.” 

Section 6, line 23, page 3: Insert after the word “shall” the following: 
‘continue to maintain the present connections of lines and permit the 
future connections of lines to and supply water for nearby Department 
of Agriculture installations and shall’, 

Add a new section as follows: 

“Suc. 8. The Secretary of Agriculture is hereby authorized to extend 
the rights herein granted for such additional periods and on such terms 
and conditions as he may then deem appropriate and in the public 
interest.” 

S. 1245 


Make the same amendments recommended above except that the 
description to be inserted after ‘(38 U.S. Stat. L. 1195),” in line 2, 
page 2 should be: “within sections 4, 7, 8, and 9, township 10 south, 
range 13 east; section 12, township 10 south, range 12 east; and sec- 
tions 8, 9, 16, 17, and 21, township 9 south, range 13 east, New 
Mexico principal meridian,’’. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
E. T. Benson, Secretary. 
O 
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RIGHT-OF-WAY FOR CITY OF ALAMOGORDO, N. MEX. 
Avuaust 21, 1957,—Ordered to be printed 


Mr. AnpERsOoN, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 1245] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (S. 1245) to provide a right-of-way to the city of Alamo- 
gordo, a municipal corporation of the State of New Mexico, havin 
considered the same, report favorably thereon with amendments an 
recommend that the bill, as amended, do pass. 

The amendments are as follows: 

At page 1, line 3, insert after the word “granted” the following: 
“for a period of fifty years from the date hereof’. 

At page 1, line 6, insert after the word “upon” the following: 
“lands of the United States in’’. 

At page 2, line 2, insert after “(38 Stat. L. 1195),” the following: 


within sections 4, 7, 8, and 9, township 10 south, range 13 east; 
section 12, township 10 south, range 12 east; and sections 
8, 9, 16, 17, and 21, township 9 south, range 13 east, New 
Mexico principal meridian, 

At page 2, line 10, insert before the word “declare” the following: 
“for a period not less than one year’’. 

At page 2, line 18, delete the comma after the word “Agriculture” 
and the remainder of the sentence and insert in lieu thereof the 
following: 

for his consideration and the right-of-way as to the same shall 
not take effect unless and until approved by him: Provided, 
That all rights-of-way hereby granted, extensions thereof 
and additions thereto shall conform to such conditions and 
stipulations and be subject to such fees as may be prescribed 
by the Secretary of Agriculture. 
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At page 3, line 23, insert after the word “shall” the following: 


continue to maintain the present connections of lines and 
permit the future connections of lines to and supply water for 
nearby Department of Agriculture installations and shall 


Add a new section as follows: 


Sec. 8. The Secretary of Agriculture is hereby authorized 
to extend the rights herein granted for such additional periods 
and on such terms and conditions as he may then deem ap- 
propriate and in the public interest. 


AMENDMENTS 


The committee has accepted all of the amendments proposed by the 
Department of Agriculture which are of a perfecting nature. 


PURPOSE OF THE BILL 


S. 1245 is a bill that would grant the city of Alamogordo, N. Mex.,, 
a right-of-way through the Lincoln National Forest for the Bonito 
pipeline constructed by the El Paso & Rock Island Railway Co. The 
Bonito pipeline is now located on a right-of-way granted to that com- 
pany by the act of March 4, 1915 (38 Stat. 1195), and the city would 
be permitted to make additions and extensions. ‘The pipeline is used 
for the transportation of water. The right-of-way could be ter- 
minated by the Secretary of Agriculture if it were abandoned or not 
used for the designated purposes. S. 1245 would not take effect until 
the Southern Pacific Co., successor in interest of the El Paso & Rock 
Island Railway Co., had released all its rights in the right-of-way to 
the city. 

The report of the Department of Agriculture on this measure is set 
forth below: 

DEPARTMENT OF AGRICULTURE, 
Washington, D. C., May 27, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 

Dear Senator Murray: Reference is made to your request of 
January 16, 1957, for a report on S. 479, a bill to convey waterway to 
Eagle Creek Inter-Community Water Supply Association, and your 
request of March 4 for a report on S. 1245, a bill to provide a right-of- 
way to the city of Alamogordo, a municipal corporation of the State of 
New Mexico. 

We recommend that the bills be not enacted in their present form. 
However, if Congress desires to grant specific legislative authority, 
= Department would not object if bills were amended as suggested 

elow: 

S. 479 would grant to the Eagle Creek Inter-Community Water 
Supply Association, a public corporation of New Mexico, its succes- 
sors and assigns, a right-of-way over lands of the United States in the 
Lincoln National Forest for the construction, operation, and mainte- 
nance of the Eagle Creek pipeline and branches thereof as now located 
upon the right-of-way granted to the El Paso & Rock Island Railway 
Co. by the act of March 4, 1915 (38 Stat. 1195), and for additions and 
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extensions thereto, “for the purpose of transportation of water, for 
domestic, public, or for any other beneficial uses, together with the 
right to construct, maintain, use, and occupy the present or additional 
reservoir sites for the storage of water for such purposes.” It would 
provide for annulment by the Secretary of Agriculture upon abandon- 
ment or nonuse, but does not specify any period. It would limit the 
width of right-of-way and require the approval of the Secretary of 
Agriculture for any extensions to the pipeline and additional reservoir 
sites but is not clear as to the Secretary’s authority to determine the 
desirability of such proposed extensions and additional sites or to 
prescribe conditions of use. It would provide that the association 
shall continue to maintain watering troughs and supply water for 
animals lawfully grazing upon the national forests. It would make 
the grant effective only upon surrender by the Southern Pacific Co., 
successor in interest to the El Paso & Rock Island Railway Co., of all 
its interest to the right-of-way for the Eagle Creek pipeline. 

S. 1245 would grant a right-of-way for purposes like those in S. 479 
to the city of Alamogordo, N. Mex., for the Bonito pipeline, also 
located upon a portion of the El Paso & Rock Island Railway Co. 
right-of-way and adjoining the Eagle Creek pipeline. 

The Secretary of Agriculture has authority under the act of June 4, 
1897 (30 Stat. 35; 16 U.S. C. 551), or the act of February 15, 1901 
(31 Stat. 790; 16 U. S. C. 522), to issue special use permits for this 
type of use for indefinite periods. Such authority is similar to that 
of the Department of the Interior over public lands outside the na- 
tional forests and under which the Southern Pacific Co. now holds 
right-of-way over public lands outside the national forests for portions 
of the Eagle Creek pipeline and possibly the Bonito pipeline, and would 
permit control of use and protection of the public interest. 

In order to regulate and control the use of the national forests and 
to provide for adequate protection of the public interest, it is desirable, 
if the Congress wishes to give favorable consideration to the bills, that 
they be amended to: (1) Specifically describe the pipeline; (2) make the 
grant subject to payment of equitable fees and such other conditions 
as may be prescribed by the Secretary of Agriculture for the protec- 
tion of the public interest; (3) authorize additions and extensions only 
upon prior approval of the Secretary of Agriculture and subject to con- 
ditions as in (2); (4) provide for the termination by the Secretary of 
Agriculture upon 1 year’s abandonment or nonuse; (5) provide for the 
continuation of the present water supply to the United States in 
addition to the supply for animals grazing on national forests; and 
(6) limit the grant to 50 years. 

Such needed amendments can be accomplished as follows: 


8. 479 


Section 1, page 1, line 3, insert after the word “granted” the fol- 
lowing: “for a period of fifty years from the date hereof’’. 

Section 1, page 1, line 6, insert after the word “‘upon”’ the following: 
“lands of the United States in’’. 

Section 1, page 2, line 2, insert after ‘(38 Stat. L. 1195),” the fol- 
lowing: “within sections 9, 16, 21, and 32, township 10 south, range 
13 east, New Mexico principal meridian,”’. 

Section 1, page 2, line 10, insert after the word “granted” the fol- 
lowing: ‘for a period not less than one year’. 
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Section 2, lines 18-21, delete the comma after “Agriculture” and 
everything thereafter and substitute the following: ‘for his con- 
sideration and the right-of-way as to the same shall not take effect 
unless and until approved by him: Provided, That all rights-of-way 
hereby granted, extensions thereof and additions thereto shall conform 
to such conditions and stipulations and be subject to such fees as may 
be prescribed by the Secretary of Agriculture.” 

Section 6, line 23, page 3, insert after the word “shall” the following: 
‘continue to maintain the present connections of lines and permit the 
future connections of lines to and supply water for nearby Department 
of Agriculture installations and shall’”’. 

Add a new section as follows: 

“Src. 8. The Secretary of Agriculture is hereby authorized to ex- 
tend the rights herein granted for such additional periods and on such 
terms and conditions as he may then deem appropriate and in the 
public interest.” 

S. 1245 


Make the same amendments recommended above except that the 
description to be inserted after ‘(38 U. S. Stat. L. 1195),” in line 2, 
page 2 should be: “within sections 4, 7, 8, and 9, township 10 south, 
range 13 east; section 12, township 10 south, range 12 east; and sec- 
tions 8, 9, 16, 17, and 21, township 9 south, range 13 east, New Mexico 
principal meridian,’’. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
KE. T. Benson, Secretary. 
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STATE OF FLORIDA BY THE SECRETARY OF THE IN- 
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Avaust 21, 1957.—Ordered to be printed 





Mr. AnpErson, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


(To accompany H. R. 1394] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill (H. R. 1394) to authorize the sale of certain keys in the 
State of Florida by the Secretary of the Interior, having considered 
the same, report favorably thereon, without amendment, and recom- 
mend that the bill do pass. 

Committee action approving the measure was unanimous. 


PURPOSE 


H. R. 1394 is a color of title measure to do equity to named private 
individuals who purchased, in good faith, lands on certain Florida keys 
from the State of Florida. Subsequently, it was established that title 
to the keys was in the Federal Government, not in the State. There- 
fore the bill directs the Secretary of the Interior to sell, at fair market 
value, these tracts to the purchasers from the State. In all, 11 tracts, 
totaling some 13.82 acres, are involved. 

The “fair market value” at which the tracts must be sold is the 
value, as determined by the Secretary, as of the dates of conveyance 
by the State of Florida to the original purchasers of said tracts. 
The authority to sell such lands under this act would expire 1 year 
after registered-mail notice of the purchase price has been given to 
the individual or individuals named in H. R. 1394 unless payment 
in full for such lands has been received by the Secretary of the Interior. 

The original surveys made by the Federal Government of the area 
in question in 1874-76 and subsequent Federal surveys made prior to 
1954 did not disclose the existence of these keys. Consequently, 
between 1950 and 1953, the trustees of the Internal Improvement 
fund, representing the State of Florida, sold these lands to the 
individuals named in H. R. 1394, or to their predecessors in interest, 
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believing that title to the lands was in the State. In 1954, the Bureay 
of Land Management of the Department of the Interior made an 
investigation of the keys area in Florida and surveyed and claimed 
these keys which the Bureau believed were public lands of the United 
States at the time Florida was admitted to the Union. Among such 
keys are those described in H. R. 1394. 

The committee is informed that if this measure is enacted into law, 
the State of Florida will refund the sales price paid by those to whom 
the lands were conveyed by the State of Florida. 

Hearings were held by the Interior and Insular Affairs Committee 
of the House on this measure and these hearings were before the 
Senate committee at the time of consideration. There appears to 
have been no controversy concerning the measure as amended and 
passed by the House of Representatives, and none developed during 
the Senate committee’s consideration. 

No appropriation of Federal funds is authorized or contemplated 
by this legislation. 

DEPARTMENTAL REPORT 


The favorable report of the Department of the Interior to the House 
committee wherein it is stated that the Bureau of the Budget has no 
objection, is set forth as follows. The amendments recommended 
were adopted by the House and are in the measure reported by the 
committee. 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., May 6, 1987. 
Hon. Crain ENGLE, 
Chairman, Committee Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Enotes: This is in reply to your request for the views of 
this Department on H. R. 1394, a bill to authorize the sale of certain 
keys in the State of Florida by the Secretary of the Interior. 

We would not object to the enactment of H. R. 1394, if amended 
as suggested below. 

H. R. 1394 would direct the Sec retary of the Interior to sell, at a 
fair and reasonable price to be determined by him, certain described 
tracts of lands to named individuals. The Secretary’s authority to 
sell the lands would expire 1 year after notice of the purchase price 
had been sent by registered mail to the named individuals, unless pay- 
ment in full had been received by the Secretary prior thereto. The 
lands which would be subject to this legislation are all situated in the 
Keys (islands) in Florida 

The Bureau of Land Management of this Department made an 
investigation in 1954 in the keys area in Florida to determine whether 
any of the existing keys had been erroneously omitted from the 
original surveys of ‘the area which had been made many years ago 
This inv estigation revealed that a number of keys which were public 
land owned by the United States had not been surveyed. These keys 
were then surveyed and opened to application under the public-land 
laws. The 10 keys listed in H. R. 1 394 have not been offered for sale 
because it is understood that between 1950 and 1953 the Trustees of 
the Internal Improvement Fund, representing the State of Florida, 
sold these lands to the individuals named in H. R. 1394, or to their 
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predecessors in interest, believing that title to the lands was in the 
State. The Trustees have since acknowledged their error. While 
the individuals named in the bill have been in possession of the 
described lands, they have not been in possession for the 20 years 
required under the statute permitting persons in possession of public 
land under color of title to obtain title (43 U. S. C., sees. 1068-1068b), 
nor have they presumably improved the lands as required under that 
legislation. Accordingly, such a bill as this is required if the named 

ersons are to obtain relief, and this Department would not object to 
its enactment, if the Congress feels that these persons are entitled to 
such consideration. 

However, we do not feel that these persons should be permitted to 
obtain this land at less than the full value. Accordingly, we suggest 
that the words “‘a fair and reasonable price to be” at page 1, line 4, be 
deleted, and the words “their fair market value as’’ be substituted 
therefor. The amount charged these persons would include any 
mineral value which the lands may have, for we assume that minerals 
would be included in the conveyance. The Federal Government 
in our opinion should not give any recognition to the fact that these 
people have previously paid the State of Florida for these lands; 
that matter should be resolved between the parties concerned. 

Certain other revisions in the bill are required. There is one error 
in land description; at page 1, line 10, the figure ‘32’’ should be re- 
placed by “30”. As the proviso is written at present, it would prevent 
the sale of these lands by the Secretary under any provision of law more 
than 1 year after the giving of notice by registered mail. We recom- 
mend that the words “under this Act” be inserted after ‘‘such lands’”’ 
at page 3, line 1. Finally, in order to insure that these transactions 
may be brought to a close by due diligence on the part of the Depart- 
ment, we suggest the words “at their address of record with the 
Secretary of the Interior at the time that notice is sent’’ be inserted 
after “herein” at page 3, line 3. The addition of these words would 
require the named individuals to keep this Department informed of 
their whereabouts. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Hatriznip CuHtson, 
Under Secretary of the Interior. 


O 
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AMENDING SECTION 16 (C) OF THE REVISED ORGANIC 
ACT OF THE VIRGIN ISLANDS 


Avucust 21, 1957.—Ordered to be printed 


Mr. Jackson, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H, R. 8126] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 8126) to amend section 16 (c) of the Revised 
Organic Act of the Virgin Islands, having considered the same, report 
favorably thereon without amendment and recommend that the bill 
do pass. 

PURPOSE OF THE LEGISLATION 


The purpose of the bill is to amend section 16 (c) of the Revised 
Organic Act of the Virgin Islands to confer greater authority on the 
popularly elected Territorial legislature with respect to the confirma- 
tion of the chairman and the members of certain boards, authorities, 
and commissions of the Virgin Islands government. The bill involves 
no expenditure of Federal funds, and is still another step forward in 
self-government for the people of the Virgin Islands. 


BACKGROUND OF THE LEGISLATION 


In 1936 the Congress enacted the Organic Act of the Virgin Islands 
by which act the islands were granted a greater degree of self-deter- 
mination than had previously prevailed under naval governors, and, 
prior to United States Navy administration, under the Danes. After 
a time, grave deficiencies in the 1936 act became apparent. One 
example of such deficiency was that the government grew tophea 
with more than 90 commissions, boards, and authorities. Almost 
officers connected with such boards and agencies as well as even minor 
employees could be appointed by the Governor only with legislative 
confirmation. Thus some of the most menial positions in pune 
service were subject to confirmation by the Legislature of the Virgin 
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Islands. This tended to make all appointments on a basis of local 
politics, rather than merit and productivity. 

In 1954 the Congress enacted the Revised Organic Act of the Virgin 
Islands (Public Law 517, 83d Cong.; 68 Stat. 497). One of the 

urposes of the revised act was to modernize and simplify the Virgin 
slands government through an extensive reorganization plan. Many 
of the boards, authorities, and commissions were authorized to be 
consolidated into governmental departments. 

The section of the revised act which provides for legislative con- 
firmation of public servants is section 16 (c) which now reads ag 
follows: 

The heads of the executive departments created by this 
Act shall be appointed by the Governor, with the advice and 
consent of the legislature. Each shall hold office during the 
continuance in office of the Governor by whom he is ap- 
pointed and until his successor is appointed and qualified, 
unless sooner removed by the Governor. Each shall have 
such powers and duties as may be prescribed by the legisla- 
ture. 

Since enactment of the revised act it has become clear that clarify- 
ing legislation is required to ascertain which public servants should be 
subject to legislative confirmation. 


EFFECT OF THE LEGISLATION 


The bill would allow the Virgin Islands Legislature to enact legisla- 
tion under which the chairman and members of a board, authority, 
or commission which has quasi-judicial functions would be appointed 
by the Governor with the advice and consent of the legislature. Any 
particular act could relate only to one such quasi-judicial body, and 
the act could relate to no other legislative matter; therefore, the 
legislature would be required to consider each such governmental 
body separately as to whether a requirement of confirmation would be 
advantageous. 

The bill will allow a greater degree of self-determination than is 
allowed by the present law. The committee believes that this simple 
but important grant of authority to the Territorial legislature will en- 
courage continued growth of a local feeling of responsibility for Terri- 
torial affairs. It can be an important step toward stabilizing and con- 
solidating the gains which the Territory has recently made toward 
political maturity. 

CONCLUSION 


The original bill was introduced at the request of the Territorial 
legislature. The Governor of the Virgin Islands has strongly ex- 
pressed his support for the measure as reported, as has the Depart- 
ment of the Interior. No objection has been heard from any quarter. 
The committee recommends enactment of the measure. 


EXECUTIVE COMMUNICATIONS 


The original report of the Department of the Interior, dated July 
22, 1957, together with additional communications from that depart- 
ment are as follows: 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 22, 1957. 
Hon. Cuarre ENGiE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 

Dzar Mr. Enats: This will reply further to your request for the 
views of this Department on H. R. 8126, a bill to amend section 16 
(c) of the Revised Organic Act of the Virgin Islands. 

We recommend that the bill be enacted, if it is amended in the 
manner hereinafter indicated. 

This Department has taken the position that under the Revised 
Organic Act of the Virgin Islands, the Governor’s appointments of 
the heads of the nine executive departments of the Territorial govern- 
ment are alone subject to confirmation by the legislature. Section 
16 (c) of the act affirmatively states that such department heads shall 
be subject to legislative confirmation, and we believe that the failure 
to make similar provision with respect to other appointees of the 
Governor indicates that the Congress did not intend to have such other 
appointments subject to confirmation. We believe, however, that the 
confirmation of certain additional appointees would be appropriate 
if the appointments are to positions involving an exercise of substantial 
discretionary authority. In the case of positions involving consider- 
able power, it is in keeping with our governmental traditions that 
there be legislative participation in executive appointments. 

H. R. 8126 attempts to distinguish between appointments to posi- 
tions involving the exercise of substantial discretionary authority and 
those which did not. It provides that appointments to boards, author- 
ities, or commissions shall be subject to legislative confirmation if such 
boards, authorities, or commissions (i) have quasi-judicial functions, 
or (ii) are authorized to issue rules and regulations which have the 
effect of law and which materially affect the rights of the people 
of the Virgin Islands, or (iii) have both such functions and such 
authority. 

We are doubtful whether these standards are susceptible to reason- 
ably clear application. The courts have frequently considered the 
meaning of the term “quasi-judicial,” although their decisions are not 
entirely free from doubt as to the exact meaning of the term. But 
the phrase “rules and regulations which materially affect the rights 
of the people” could be construed in a variety of ways, and we are 
fearful that this standard, the second above, might create consider- 
able confusion. 

We suggest, therefore, that only one standard be empioyed; 1. e., 
whether quasi-judicial functions are exercised. We suggest, further, 
that the term “quasi-judicial” be defined, in order that the Virgin 
Islands Legislature and the Governor will be aware to the greatest 
possible extent of the positions which may be subject to legislative 
confirmation We suggest, further, that the amendment be so phrased 
that further action by the local government will be necessary before 
any such positions are required to be confirmed. As H. RK. 8126 is 
now drafted, the Governor would be required, upon its enactment, to 
submit all nominations to positions falling within its terms to the 
legislature. It seems to us wiser to allow the legislature and the 
Governor, in their discretion, to determine, within the limits allowed 
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by Federal law, what positions they consider should be subject to 
confirmation, and to make provision therefor by the enactment and 
approval of local laws. It may be that the legislature will wish to 
participate in all appointments which fall within the terms of the 
amendment, but the contrary is also possible. There is attached a 
proposed substitute for H. R. 8126 which would accomplish all of 
these results. 

Under the terms of our proposed substitute, if the laws of the Terri- 
tory so provide, appointments to any board, authority, or commis- 
sion would be required to be confirmed if the board, authority, or 
commission is required by law to render a final determination, such a 
determination involving the exercise of discretion, on the basis of 
evidence adduced through an investigation or hearing. An example 
of a board which clearly falls within these therms is the board of tax 
review. The board of tax review is required, among other things, to 
hold hearings on the basis of complaints filed by persons aggrieved by 
the action of the tax assessor, and, after such hearing, to lessen or in- 
crease the property valuation. Its decision is final, except that an 
appeal may be taken to the District Court of the Virgin Islands (title 
33, Virgin Islands Code, secs. 2451-2455). A commission which 
would not fall within the terms of the proposed substitute, nor of 
H. R. 8126, would be the Citizens Advisory Commission on Youth. 
The functions of this commission are largely ones of conducting 
studies, offering consultative services, and ec recommendations 
to the interested agencies. It makes no final decisions of a quasi- 
judicial nature (title 34, Virgin Islands Code, secs. 71-74). Also ex- 
cluded would be commissions, boards, and authorities whose function 
is, in the last analysis, merely one of making recommendations to an 
officer who ultimately must take the decision. 

The functions of the board of health, for example, set out in section 
17 (f) of title 3 of the Virgin Islands Code, would not be sufficient to 
bring it within the terms of the proposed bill. The board is required 
to ‘‘advise the commissioner” on a variety of matters relating to 
health, such as the inspection of eating establishments and dairies, 
but it does not itself render a final determination. 

If amended in the manner suggested, we recommend that the bill 
be enacted. 

Since we are informed that there is a particular urgency for the 
submission of the views of the Department, this report has not been 
cleared through the Bureau of the Budget and therefore no commit- 
ment can be made concerning the relationship of the views expressed 
herein to the program of the President. 

Sincerely yours, 
Roger Ernst, 
Assistant Secretary of the Interior. 


PROPOSED SUBSTITUTE FOR H. R. 8126 
A BILL To amend section 16 (c) of the Revised Organic Act of the Virgin Islands. 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That subsection (c) of section 
16 of the Revised Organic Act of the Virgin Islands (68 Stat. 497, 504, 
48 U.S. C., 1952 ed., Supp. IV, sec. 1597 (c)) is amended by adding 
thereto the following additional sentences: ‘“The chairman and mem- 
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bers of any board, authority, or commission, established by the laws 
of the Virgin Islands, shall, if the Legislature of the Virgin Islands 
hereafter so prescribes, also be appointed by the Governor with the 
advice and consent of the legislature, if such board, authority, or com- 
mission has quasi-judicial functions. For the purpose of this sub- 
section, a board, authority, or commission shall be deemed to have 
quasi-judicial functions if such board, authority, or commission is 
required by law to render a final determination, involving the exercise 
of discretion, on the basis of evidence adduced through an investiga- 
tion, a hearing, or both.” 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., August 9, 1957. 
Hon. Cuarr ENGLE, 
Chairman, Committee on Interior and Insular Affairs, 
House of Representatives, Washington, D. C. 


Dear Mr. Enats: The report of this Department on H. R. 8126, 
a bill to amend section 16 (c) of the Revised Organic Act of the Virgin 
Islands, was transmitted to your committee on July 22, without prior 
advice from the Bureau of the Budget. 

Subsequent to the transmission of the report on H. R. 8126, we 
have been advised that our report, as submitted to your committee 
on July 22, is without objection insofar as the Bureau of the Budget is 
concerned. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior. 





DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., August 16, 1957, 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


Dear Senator Murray: Reference is made to your request for the 
views of this Department on a proposed bill to amend section 16 (c) 
of the Revised Organic Act of the Virgin Islands, which it is understood 
Senator Jackson plans to introduce in a form which will be identical 
with the language of H. R. 8126 as reported by the Committee on 
Interior and Insular Affairs of the House of Representatives. 

This Department has previously reported on H. R. 8126, and a 
copy of our rpeort of July 22, is enclosed for your information, to- 
gether with a subsequent Bsn of August 9 advising that the report 
is without objection insofar as the Bureau of the Budget is concerned: 

In its consideration of H. R. 8126, you will observe that the House 
committee adopted our recommendations in part, while also adding 
certain additional language to meet possible objections raised durin 
the course of the hearings before its Subcommittee on Territorial an 
Insular Affairs. 

As amended by the House committee, H. R. 8126 will, in our 
judgment, substantially achieve the objectives desired by the Depart- 
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ment, as outlined in our letter of July 22. We consider the enactment 
of legislation at this session to achieve those objectives to be desirable, 
We therefore recommend favorable action on either H. R. 8126, in 
the form reported by the House committee, or on identical Senate 
legislation which may be introduced and referred to your committee, 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Roger Ernst, 
Assistant Secretary of the Interior, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, H. R. 
8126, as reported, are shown as follows (existing law proposed to be 
repealed is enclosed in black brackets, additions to existing law 
are italicized): 


Section 16 or THE Revisep OrGanic Act or THE VIRGIN ISLANDS 


(68 Stat. 497, 504; 48 U. S. C. 1952 edition, supp. IV, sec. 1957) 
* * a *~ ~ * * 


Src. 16 (a) The Governor shall, within one year after the date of 
approval of this Act, reorganize and consolidate the existing executive 
departments, bureaus, independent boards, agencies, authorities, com- 
missions, and other instrumentalities of the government of the Virgin 
Islands or of the municipal governments into not more than nine execu- 
tive departments except for independent bodies whose existence may 
be required by Federal law for participation in Federal programs. 
The head of each executive department shall be designated as the 
Commissioner thereof, and the Commissioner of Finance shall be 
bonded. No other department, bureau, independent board, agency, 
authority, commission, or other instrumentality shall be created, or- 
ganized, or established by the Governor or the legislature, without the 
prior approval of the Secretary of the Interior, unless required by 
Federal law for participation in Federal programs. 

(b) The Governor shall, from time to time, after complying with 
the provisions of subsection (a) of this section, examine the organiza- 
tion of the executive branch of the government of the Virgin Islands, 
and shall make such changes therein, subject to the approval of the 
legislature, not inconsistent with this Act, as he determines are neces- 
sary to promote effective management and to execute faithfully the 
purposes of this Act and the laws of the Virgin Islands. 

(c) The heads of the executive departments created by this Act 
shall be appointed by the Governor, with the advice and consent of 
the legislature. Each shall hold office during the continuance in 
office of the Governor by whom he is appointed and until his successor 
is appointed and qualified, unless sooner removed by the Governor. 
Each shall have such powers and duties as may be prescribed by the 
legislature. The chairman and members of any board, authority, or 
commission established by the laws of the Virgin Islands shall, af the 
laws of the Virgin Islands hereafter provide, also be appointed by the 
Governor with the advice and consent of the legislature, if such board, 
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authority, or commission has quasi-iudicial functions; Provided, That 
no law of the Virgin Islands dealing with the chairmanship, membership, 
or chairmanship and membership of any such board, authority, or 
commission, and requiring an appointment or appointments to be made 
with the advice and consent of the legislature, shall relate to more than 
one such board, authority, or commission, nor shall it relate to any other 
legislative matter. 
* 8 * * Ye * 


O 
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POLICE JURISDICTION OVER BLACKFEET HIGHWAY, 
MONTANA 


Avcust 21, 1957.—Ordered to be printed 





Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany §. 1828] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (S. 1828) to retrocede to the State of Montana con- 
current police jurisdiction over the Blackfeet Highway and its con- 
nections with the Glacier National Park road system, and for other 
purposes, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass, 


PURPOSE OF THE BILL 


The Blackfeet Highway was constructed originally to serve visitors 
to the Glacier National Park. The United States initially assumed 
responsibility for maintaining the highway and, concurrently with the 
State, has exercised police jurisdiction over it. Due to shifts in the 
volume and nature of the traffic over the highway, an agreement was 
entered into with the State of Montana by which the State will main- 
tain the highway. Retrocession would bring about a change in the 
jurisdiction over the Blackfeet Highway which would be in keeping 
with its changed use and the State’s assumption of responsibility for 
its maintenance. 

The Department of Interior’s favorable report on S. 1828 is set 
forth below. 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., August 7, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear SenaTOR Murray: Your committee has requested a report 

on S. 1828, a bill to retrocede to the State of Montana concurrent 
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police jurisdiction over the Blackfeet Highway and its connections 
with the Glacier National Park road system, and for other purposes, 

We recommend the enactment of this bill. 

The Blackfeet Highway, to which this bill refers, extends from 
East Glacier Park, Mont., to the Canadian boundary at Carway, a 
distance of 52.7 miles. The highway was constructed initially by the 
State with Federal funds in order to serve visitors to the park as 
well as to provide for various administrative needs of the park. The 
United States assumed initial responsibility for maintenance of the 
highway. Also, concurrently with the State, the United States has 
exercised police jurisdiction over the highway as a result of State and 
Federal enactments. 

In recent years, however, the highway has been subject to heavy 
use for commercial and international traffic. Therefore, it has lost 
much of its identity as a road serving the park. The policy of this 
Department is to relieve the United States from the maintenance of 
roads outside park boundaries wherever possible; and we entered into 
an agreement with the State of Montana on April 1, 1956, by which 
the State has assumed responsibility for maintaining the highway. 

In these circumstances, we consider that a retrocession by the 
United States of police jurisdiction over the Blackfeet Highway, and 
its connections with the park road system, would be a logical imple- 
mentation of the State’s newly acquired maintenance responsibility. 

The Bureau of the Budget has advised us that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Rocer Ernst, 
Assistant Secretary of the Interior, 


O 
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JOINT COMMITTEE TO STUDY MATTERS AFFECTING THE 
DISTRICT OF COLUMBIA 


Aveust 21, 1957.—Ordered to be printed 


Mr. Henninos. from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany H. Con. Res. 172] 


The Committee on Rules and Administration to whom was referred 
the concurrent resolution (H. Con. Res. 172) to establish a joint 
congressional committee to investigate matters pertaining to the 
growth and expansion of the District of Columbia and its metropolitan 
area, having considered the same, report favorably thereon with addi- 
tional amendments and recommend that the concurrent resolution, as 
amended, be agreed to by the Senate. 

This concurrent resolution would establish a joint committee of six 
members selected from the membership of the two Committees on 
the District of Columbia of the Congress to make a study of any and 
all matters pertaining to the District of Columbia and its metropolitan 
area. A further statement of the resolution’s purposes may also be 
found in Senate Report No. 983, 85th Congress, 1st session. 

The amendments added by the Committee on Rules and Adminis- 
tration fix the date for the submission by the joint committee of its 
preliminary findings and progress report to Congress, and the ending 
of its authorized funds, as of January 31, 1958. This is in pursuance 
of a policy of the Committee on Rules and Administration to author- 
ize the expenditure of no sums from the contingent fund of the Senate 
beyond the first month of a succeeding congressional session. 

The life of the joint committee, however, will extend to January 31, 
1959, inclusive, or through the second session of the 85th Congress, 
when it is anticipated the joint committee will ask, and receive further 
amounts for its uses, and the present Committee on Rules and Ad- 
ministration so recommends. 

The amount called for by this resolution for expenditure until 
January 31, is $50,000. 

Following is a statement detailing the necessity of the concurrent 
resolution from Senator Alan Bible, ranking majority member, and 
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Senator J. Glenn Beall, ranking minority member, of the Committee 
on the District of Columbia of the Senate, presented to thé chairman 
of the Committee on Rules and Administration, Senator Thomas C, 
Hennings, Jr.: 





JOINT COMMITTEE TO STUDY MATTERS AFFECTING D. C, 


Mr. Chairman, we appear before the Senate Rules Com- 
mittee this morning in behalf of House Concurrent Resolution 
172, to establish a joint congressional committee to investi- 
gate matters pertaining to the growth and expansion of the 
District of Columbia and its metropolitan area. 

The purpose of this resolution is to set up a joint com- 
mittee consisting of 6 members, 3 to be appointed from the 
Senate Committee on the District of Columbia and 3 from 
the House Committee on the District of Columbia; the 
appointments to be made by the chairmen of the two 
District Committees. 

1. This joint committee will be organized to study and in- 
vestigate all and any matters pertaining to the District of 
Columbia concerning problems which are created by the 
tremendous growth of the District of Columbia and the 
metropolitan area surrounding it. 

sn line with this growth, we should like to study housing, 
taxes (comparisons of taxes in both Maryland, Virginia, and 
the District of Columbia on real estate and personal in- 
comes), traffic problems, water problems, health and educa- 
tional problems, and many many other facets of urban 
development which are facing the District of Columbia. A 
more complete and inquiring study should be available to 
Members of Congress in this regard. 

Many many times during the sessions from Congress to 
Congress, problems come up in the District Committees of 
both Houses whereby we of the committees are at a loss to 
determine how our adjoinin;, neighbors are handling a 
similar problem, and whether we in the District of Columbia 
need their help or vice versa. 

2. As set out in the report, this joint committee would 
also determine how and with what degree of success such 
problems are handled and resolved by the various agencies 
and instrumentalities of the Government which are charged 
with the duty of resolving such problems, and (3) how the 
resolution of such problems is affecting the affairs of the 
District of Columbia. 

We of the Senate Committee on the District of Columbia 
are in accord that this survey and investigation should be 
made as soon as possible. As we do not have home rule in 
the District of Columbia, it is our duty, we of the Congress, 
to properly legislate for this area. The problems involved ia 
legislation are so complex and so interwoven with the welfare 
of the metropolitan area as well as the District of Columbia, 
that we find an urgent need for an adequate and complete 
study of all the problems involved. 

There are commissions formed already which are investi- 
gating some of these problems, i. e., the Commissioners’ 
Traffic Advisory Board, the Washington Metropolitan Re- 
gional Conference, the Commissioners’ Fire Prevention 
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Advisory Council, and the District of Columbia Asiatic 
Influenza Committee. The joint committee can be aided 
greatly by the study of these organizations and would be 
able to implement them into the final report of the com- 
mittee. 

And let me say this, this study will be a great and inval- 
uable asset to the United States in general because we expect 
it to aid many, many other large cities that have similar 
problems. We expect it to be a pilot study. As you know 
these problems are facing all cities of the United States and 
comprise one of the gravest quandaries faced by city admin- 
istrations today. 

This joint committee will hire a staff with expert qual- 
ifications in the field of urban administration. The final 
expenses to be incurred by this joint committee are estimated 
to be $80,000, which we feel would be adequate to serve the 
purposes set out previously to carry it into 1959. 

We feel it is imperative that you give the committees of 
the Senate and the House the benefit of a thorough investiga- 
ton into these problems of city and metropolitan develop- 
ment and administration as this will be an invaluable aid to 
both District committees. As a result of this study, it will 
also tremendously aid the people of the District of Columbia 
in obtaining comprehensive legislation. 


O 
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PRINTING OF HEARINGS ON THE FINANCIAL CONDITION 
OF THE UNITED STATES 


Avaust 21, 1957.—Ordered to be printed 


Mr. Henninas, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Con. Res. 47] 


The Committee on Rules and Administration, to whom was referred 
the concurrent resolution (S. Con. Res. 47) to print additional copies 
of part 1 and subsequent parts of hearings entitled “Investigation of 
the Financial Condition of the United States,” held by the Com- 
mittee on Finance during the 85th Congress, 1st session, having 
considered the same, report favorably thereon without amendment 
and recommend that the concurrent resolution be agreed to by the 
Senate. 

This concurrent resolution would provide 3,000 additional copies 
of part 1 and 5,000 additional copies of part 2 of subject hearings for 
the Committee on Finance, to bring to 6,000 copies total the number 
of each part available for distribution by such committee. In ad- 
dition, the concurrent resolution would authorize the printing of 5,000 
additional copies of subsequent parts of the same hearings as they 
may be completed during the 1st session of the 85th Congress. 

No estimate could be made by the Committee on Finance as to the 
number of expected parts to be issued. ‘The Committee on Rules and 
Administration, however, in reporting the concurrent resolution is of 
the decision that a cost of $20,000 should not be exceeded in the print- 
ing of additional copies of future parts without further authorization. 

A letter from the chairman of the Committee on Finance, Senator 
Harry Flood Byrd, to the chairman of the Committee on Rules and 
Administration, Senator Thomas C. Hennings, Jr., explaining the 
necessity for the additional copies, is as follows: 
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2 PRINTING OF HEARINGS ON FINANCIAL CONDITION 


Unirep States SENATE, 
ComMITTrEE ON FINANCE, 
August 12, 1957, 
Hon. Tuomas C. Henninos, Jr., 
Chairman, Senate Committee on Rules and Administration, 
Washington, D. C. 


Dear Senator: On August 9 I introduced Senate Concurrent 
Resolution 47 providing for the printing of 3,500 additional copies of 
part 1 of the Senate Finance Committee hearings on the investigation 
of the financial condition of the United States and 5,000 copies of part 2 
and subsequent parts thereof. 

As I mentioned to you in my letter of July 19, in my opinion this 
is one of the most important studies ever undertaken by a congressional 
committee. The material accumulated will be in demand for years 
to come. Therefore, I think it is essential that sufficient copies be 
printed to supply this great need. 

The first volume contains the testimony and interrogation of 
Secretary of the Treasury George M. Humphrey. The second part 
will consist of the testimony and interrogation of Under Secretary 
W. Randolph Burgess. The third part (scheduled to begin tomorrow, 
August 13, 1957) will be devoted to the testimony of William Mc- 
Chesney Martin, Chairman of the Board of Governors of the Federal 
Reserve System. These three volumes will consist of slightly more 
than 500 pages; however, I do not anticipate the later volumes to 
be that large. 

After the recess of the Congress the hearings will resume in the 
fall. Itis most important, therefore, that this resolution be approved 
by both Houses before the end of the Congress to enable the com- 
mittee to receive the full supply as each volume is printed. 

Senator Edward Martin, the ranking minority member of the 
committee, joins me in urging your expeditious approval of this 
resolution. 

With kindest regards, I am 

Faithfully yours, 
Harry F. Byrp, 
Chairman. 


Endorsed by: 
Epwarp ManrtTIN. 
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INVESTIGATION OF ANTITRUST AND ANTIMONOPOLY 
LAWS AND THEIR ADMINISTRATION 


Avucust 21, 1957.—Ordered to be printed 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany 8. Res. 166] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 166) amending Senate Resolution 57, 85th 
Congress, authorizing an investigation of antitrust and antimonopoly 
laws and their administration, having considered the same, report 
favorably thereon without amendment, and recommend that the 
resolution be agreed to by the Senate. 

This resolution would increase by $50,000 the presently approved 
sum of $225,000 authorized by the Senate on January 30, 1957, 
pursuant to Senate Resolution 57, for the study and investigation 
of antitrust and antimonopoly laws and their administration. All 
authority for all expenditures for such inquiry ends on January 
31, 1958. 

The new amount is considered necessary to complete hearings and 
investigations already begun, and to meet expected increases in 
administrative expenses caused therefrom. Of the $50,000, some 
$11,000 also will be earmarked for the payment of an additional 
minority secretary and an additional minority staff member. 

A letter from the chairman of the Committee on the Judiciary, 
Senator James O. Eastland, to the chairman of the Committee on 
Rules and Administration, explaining the need for this resolution, 
together with a letter of support from the ranking minority member 
of the subcommittee of the Committee on the Judiciary on antitrust 
and antimonopoly practices, Senator William Langer, and a statement 
of e enditures through June 30, 1957, by the subcommittee, are 
as follows: 
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2 INVESTIGATION OF ANTITRUST AND ANTIMONOPOLY LAWS 


Unitep States SENATE, 
CoMMITTEE ON THE JUDICIARY, 
July 18, 1957, 
Re amendment to Senate Resolution 57. 
Hon. THomas C. Hennrinas, Jr., 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

Dear Mr. CuarrmMan: The Committee on the Judiciary today 
favorably reported an amendment to Senate Resolution 57, approving 
an increased appropriation to the Antitrust and Monopoly Subcom- 
mittee of $50,000 for a continuing study and investigation of the anti- 
trust laws of the United States. 

Senate Resolution 57 allowed the Antitrust and Monopoly Sub- 
committee $225,000, of the $300,000 requested, for a 12-month 
period beginning February 1, 1957. Prorated monthly, this allowed 
the subcommittee an average of some $18,750. 

Although the subcommittee has been unusually diligent in carryin 
out its continuing study and investigation of the antitrust laws an 
has held an unusual number of hearings to date, its administrative 
expenditures have been small due primarily to the fact that transcripts 
have been furnished free. This has come about by virtue of the un- 
usual interest in the subject matters under study and the large num- 
ber of copies sold to the public. Also, to date, the subcommittee has 
had little or no travel expense nor witness fee expense due to the char- 
acter and nature of the witnesses who have been called by the sub- 
committee to testify. Although this situation has prevailed to date, 
it cannot be anticipated that it will continue. In fact, it is expected 
that administrative expenses will sharply increase if present investi- 
gations and hearings are pursued. 

Administrative expenses were originally anticipated and budgeted 
in the amount of approximately $2,000, and salaries in the amount of 
$16,750 per month. The subcommittee’s total payroll for the month 
of June was $18,280.32. Its total administrative expenses for this 
month were $751.96. A copy of the expenditures of the Antitrust 
and Monopoly Subcommittee for the month of June; a list of the 
current payroll of the subcommittee, together with salaries; and a 
list of the expenditures of the subcommittee for the period from Febru- 
ary through June 1957 are enclosed for the information of the Rules 
Committee. 

For the information of the committee, the Antitrust and Monopoly 
Subcommittee, since February, has begun and, in some instances com- 
pleted, hearings on the following subjects: 

(1) The emergency oil-lift program for Europe. 

(2) S. 11, with report to the Judiciary Committee. 
(3) S. 1356, with report to the Judiciary Committee. 
(4) Tax writeofis in regulated industries. 

(5) Administered prices. 

The study on concentration in American industries was brought to 
a conclusion and a report was issued on July 15, 1957. In addition to 
continuing hearings on administered prices and tax writeoffs in regu- 
lated industries, it is anticipated that the subcommittee will begin 
hearings on premerger notification legislation, as well as the primacy 
of free enterprise bill. 

Unless additional funds are made available to the Antitrust and 
Monopoly Subcommittee it will be necessary to curtail its present 
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and projected activities. In order to avoid this curtailment, the 
resolution amending Senate Resolution 57 was favorable reported by 
the Committee on the Judiciary. 
With kindest regards, I am, 
Sincerely, 
James QO. East.anp, Chairman, 





Unitep States SENATE, 
COMMITTEE ON THE JUDICIARY, 
August 2, 1957, 
Hon. THomas C. HeEnninoGs, Jr., 
Chairman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 


My Dear Mr. Cuarrman: As the ranking minority member of 
the United States Senate Antitrust and Monopoly Subcommittee, 
this is to advise the Committee on Rules and urgently request that 
you consider for approval the resolution for $50,000 additional funds 
for the use of the Antitrust and Monopoly Subcommittee which is 
most necessary for the continuation of the very important work 
scheduled this year. As the resolution and the statements by the 
chairman, Estes Kefauver, as presented to the Rules Committee 
earlier this week have indicated, unless the $50,000 additional funds 
are given, the subcommittee will not be able to operate until January 
31, 1958. 

With kindest regards and just every good wish, I am, 

Sincerely, 
Wiiuiam LANGER. 


Senate Antitrust and Monopoly Subcommittee expenditures, February through June 





95? 
met. es. Pee, 1, 1067 .. wo answesacoueonsedenbubes. cme $225, 000. 00 
Expenditures: 
I cg ous cee rs we ware ned eaaen wae $171. 71 
POND Udine acudcnucn ced bueeaskaeeen 500. 29 
TIONG oak wis Swab tida ose ptiGeae ee waoe 1, 731. 76 
UII ins us raiiningnin é cawase ices nahad eine 294. 24 
Books, magazines, newspapers.__..........-.-. 105. 45 
ES UU coschcunccccnsugeehanmannee 75. 00 
PRC CKG..cciinbedewo was ween $84, 768. 84 
When actually employed... __- 4, 053. 66 
——————_ 88, 822. 50 
NOs <n marke daekesd Chess scned aalebuas ae 829. 99 
MA conc getnineddwacewewneecagnnde wea 103. 70 
_———— 92, 634. 64 
ee eobdnte 132, 365. 36 
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LIKENESSES OF FIVE SENATORS FOR PLACEMENT IN 
THE SENATE RECEPTION ROOM 


Avaust 21, 1957.—Ordered to be printed 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 174] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 174) relative to the procurement of likenesses 
of Senators to be placed in the Senate reception room, having con- 
sidered the same, report favorably thereon without amendment and 
recommend that the resolution be agreed to by the Senate. 

This resolution would accomplish the placement of portraits or 
other likenesses in the empty medallions of the Senate Reception 
Room of five Senators (Henry Clay, of Kentucky; Daniel Webster, 
of Massachusetts; John C. Calhoun, of South Carolina; Robert M. 
La Follette, Sr., of Wisconsin; and Robert A. Taft, of Ohio) selected 
by the Senate’s Special Committee on the Senate Reception Room 
and reported to the Senate (S. Rept. 279, 85th Cong., 1st sess.) on 
May 1, 1957. 

The appropriate likenesses will be procured by a commission to 
consist of the Architect of the Capitol, the Director of the National 
Gallery of Art, and the Chairman of the Commission of Fine Arts, 
subject to the advice and approval of the Senate Committee on Rules 
and Administration. Such Rsmnapies will be procured through pur- 
chase, acceptance of gift, or as a loan, or through the execution of 
same by approved artists. O 
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MEETING OF THE COMMONWEALTH PARLIAMENTARY 
ASSOCIATION 


Aveust 21, 1957.—Ordered to be printed 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 177] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 177) amending Senate Resolution 160, to 
appoint a special committee to attend the coming meeting of the 
Commonwealth Parliamentary Association in India, having con- 
sidered the same, report favorably thereon without amendment 
and recommend that the resolution be agreed to by the Senate. 

This resolution amends Senate Resolution 160 of comparable text 
approved by the Senate on August 5, 1957, and is also in relation to 
Senate Concurrent Resolution 36, setting up a joint committee to 
attend the Commonwealth Parliamentary Association’s meeting in 
India, which was agreed to by the Senate on August 5, 1957. The 
changes made in Senate Resolution 160 would authorize the Vice 
President to designate four Members of the Senate “as a special 
committee’ to attend the meeting, and effect other minor improve- 
ments in the expenditure of funds by the committee members and 
assisting staff attending. 

Adoption of this resolution would insure the presence of a Senate 
delegation at the commonwealth meeting if Congress, by failing to 
take action to approve a concurrent resolution, did not set up a joint 
committee to attend same. 

O 
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AMENDING RULE XIX RELATIVE TO THE INTRODUCTION 
OF OCCUPANTS OF THE GALLERIES 


Aveust 21, 1957.—Ordered to be printed 


Mr. Henninas, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 183] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 183) to amend rule XIX so as to prohibit the 
introduction of occupants of the galleries during sessions of the Senate, 
having considered the same, report favorably thereon with amend- 
ments and recommend that the resolution, as amended, be agreed to 
by the Senate. 

This suggestion addition to rule XIX is comparable to a like pro- 
hibition existing in the House of Representatives and, if adopted by 
the Senate, would be the first provision of its kind ever placed in the 
Standing Rules of the Senate. 

It is recommended to the Senate now by the Committee on Rules 
and Administration to halt a practice, prevalent and apparently grow- 
ing, of introducing individuals and organizations seated in the callealen 
to Members on the floor. Your committee believes this to be dis- 
ruptive of good, orderly procedure in the Senate and an interference 
with its business which is disconsonant with its customs and traditions, 


O 
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ADDITIONAL FUNDS FOR THE SELECT COMMITTEE ON 
IMPROPER ACTIVITIES IN THE LABOR OR MANAGE- 
MENT FIELD 


Avaust 21, 1957.—Ordered to be printed 


Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany §S. Res. 186] 


The Committee on Rules and Administration, to whom was referred 
the resolution (S. Res. 186) increasirg the limit of expenditures for the 
Select Committee on Improper Activities in the Labor or Management 
Field, having considered same, report favorably thereon without 
amendment and recommend that the resolution be agreed to by the 
Senate. 

This resolution would add $150,000 to the previously authorized 
limitation on expenditures of the Select Committee on Improper 
Activities in the Labor or Management Field for investigations and 
studies of criminal or other improper practices by groups or organiza- 
tions of employees or employers to the detriment of the interests of the 
public, employers, or employees between now and January 31, 1958. 

Initially, the select committee was given the sum of $350,000 to 
spend on its inquiries on January 30, 1957, pursuant to the provisions 
of Senate Resolution 74, of which amount $155,885.77 remained 
unspent as of July 31, 1957. 

The purposes underlying Senate Resolution 186 are explained fully 
in a letter addressed by the chairman of the select committee, Senator 
John L. McClellan, to Senator Thomas C. Hennings, Jr., chairman of 
the Committee on Rules and Administration, which, with an accom- 
panying budget for residual as well as new funds, in the total of 
$305,885.77, 1s as follows: 
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2 FUNDS FOR COMMITTEE ON IMPROPER ACTIVITIES 


Unitep States SENATE, 
Setect ComMITTEE ON ImprRoPER ACTIVITIES 
IN THE Labor oR MANAGEMENT FIExp, 
August 19, 1957; 
Hon. Tuomas C. Henninos, Jr., 
airman, Committee on Rules and Administration, 
United States Senate, Washington, D. C. 

My Dear Senator: Reference is made to Senate Resolution 186 
of the 85th Congress, introduced in the Senate on the 19th day of 
August 1957, eoqnesins funds for the operation of the Senate Select 
Committee on Improper Activities in the Labor or Management 
Feld for the period August 1, 1957, through January 31, 1958. 

Prior to the submission of this resolution to the Senate, it was 
reported out favorably by the unanimous vote of the Senate Select 
—_— on Improper Activities in the Labor or Management 

ield. 

Attached is the estimated budget for the balance of the year 
August 1, 1957, through January 31, 1958. 

Senate Resolution 74, passed January 30, 1957, authorized the 
Senate select committee to expend $350,000. 

Expenditures as of July 31, 1957, amounted to $194,114.33, leaving 
a balance of $155,885.77. 

The estimated budget for the period August 1, 1957, through 
January 31, 1958, is $305,887.77. 

The additional amount required and requested under this resolution 
is $150,000, in addition to the unexpended balance of $155,885.77 left 
over under Senate Resolution 74 as of August 1, 1957. 

The increase in expenditures for the second 6 months’ period over 
the first 6 months’ period is due to the time lag required to organize 
a competent staff, and to do considerable preliminary work prepara- 
tory to public hearings. For example, in the first month of its opera- 
tion, February 1957, only $6,297.55 was expended; in March, only 
$30,217.70; and in April, $41,256. Each month since then, the staff 
has been gradually increased to its present point of 41 persons, which 
is comprised of 23 investigators and counsel, and 18 clerical. The 
average monthly expense has gradually increased as additional com- 
petent personnel has been found, and as more public hearings are held 
on major investigations. It is estimated that the next 6 months’ 
expense will average $51,000 a month. 

It is contemplated that all hearings will be held in Washington, 
D. C., with rare exceptions. It will undoubtedly prove to be more 
economical in the long run to bring witnesses to Washington than to 
transport the committee members and staff to other areas. A large 
part of the expense incurred by the committee results from the holding 
of hearings. For example, in its first 5 months of operation, witness 
fees and travel expenses of witnesses amounted to $22,993; the re- 
porters’ fees, $1,245; the travel and per diem expenses of investigators 
in the field in all areas of the country, $17,290; contract services of 
investigative accountants, $26,711; for a total of $68,239. 

The role of the accountants in this investigation cannot be over- 
emphasized. It is a high-cost item, but it is essential and an integral 
necessity for a successful investigation. It is not easy to uncover the 
rascality of unscrupulous officials who are uncooperative, who conceal 
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and destroy financial records and seek to hamper the investigation with 
every means at their disposal. 

The committee also has obtained the assistance of staff members of 
the Senate Investigations Subcommittee on Government Operations 
and of the Geamer Accounting Office in various areas in the United 
States, as they are needed. 

Every effort has been made to keep the staff in full operative 
capacity. I know from personal knowledge that many staff members 
have been working 7 days a week and as late as 10 or 12 o’clock at 
night. 

The scope of the work of this committee is tremendous. The 
investigations thus far reveal woeful inadequacies in existing laws to 
cope with the invasion by gangsters and racketeers into the field of 
labor. There is a dearth of protection to the working man and woman 
from the peculations and misuse of union dues and welfare funds at 
the hands of unscrupulous officials and trustees. The need for re- 
medial legislation is obvious, but in order to properly legislate, the 
facts must be obtained so that a basis for sound legislation can be 
established. 

It is reported that there are 17,385,000 working people in the United 
States who are members of the unions. 

It must be remembered that there are approximately 71,600 union 
locals spread all over the United States; that the AFL-CIO alone 
comprises 57,000 locals in 135 national or international unions. In 
addition, there are 52 independent national or international unions 
outside of the AFL-CIO, such as the United Mine Workers, the 
International Longshoremen’s Association, and included are certain 
Communist-influenced unions such as the Longshoremen Warehouse 
Union under the control of Harry Bridges on the west coast, as well as 
the Mine, Mill and Smelter Union. 

The committee has thus far received sufficient information to deter- 
mine that there are some 11 fields of major investigation that must 
be covered. These fields are: 

1. Labor and management collusion. 

2. Undemocratic processes. 

3. Misuse of union funds, including welfare and pension funds 
of any source. 

4. Racketeer control. 

5. Secondary boycotts. 

6. Extortion and robbery. 

7. Organizational picketing. 

8. Violence. 

9. Paper locals. 

10. Political activities. 
_11. Improper activities by management to prevent organiza- 
tion. 

The magnitude of the task is enormous. It is nationwide and the 
investigations will cover almost every area in the country. 

It is estimated that for the first 6 months, over 50,000 letters or 
complaints of improper labor practices or similar information have 
been received by the committee. Some of these letters contain ex- 
tremely valuable leads or information. They must be read, analyzed, 
answered, filed and, where warranted, processed for further informa- 
tion. Another illustration of the detail involved in an investigation of 
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just one union is the necessity for the circularization of letters to 
2,800 locals of the steel workers union, and this is just the start of an 
investigation into a single union. 

Thus far, the committee has conducted hearings on seven major 
subjects: 

1. Portland, Oreg., teamsters racketeer case. 

2. Frank Brewster misuse of union funds. 

3. The Dave Beck misuse and peculation of teamster funds. 

4. Violence arising out of activities of certain labor leaders in 
Scranton, Pa. 

5. Improper activities and misuse of union funds by the 
ranking officers of the Bakers Union. 

6. The misuse and misappropriation of union funds by the 
president and treasurer of the United Textile Workers. 

7. The current hearings into racketeer invasion into the field 
of labor in the New York City area, and utilization of gangsters 
and hoodlums to take control of the joint council in the New 
York area. 

Thus far, the committee has heard almost 200 witnesses and has 
held over 55 days of hearings, with approximately an additional 50 or 
60 witnesses to be heard in the current hearings on racketeering in the 
New York area. In addition, the committee has held a number of 
executive hearings. It must be borne in mind that for each witness 
heard by the committee, the staff has probably interviewed and 
investigated perhaps 25 persons, and to conduct the hearings, the 
staff has audited hundreds of accounts, bank records and other books 
of account. 

The hearings thus far have proved most fruitful in revealing condi- 
tions which require remedial legislation. The additional funds are 
essential and necessary to carry out the function of the committee. 

The economic savings to the citizens and consuming public of the 
United States resulting from the elimination of racketeering costs in 
construction work, in foodstuffs and other everyday necessities, will 
far outweigh the money expended by this committee. 

Additional savings can be expected in the Government’s recovery 
of funds in tax cases of Dave Beck, Frank Brewster, and others. 
Union members will also benefit by the restitution of union funds by 
various officials who have been brought before the committee and 
whose defalcations have been exposed. 

If there is any further information you desire concerning the pro- 
posed operation of this Senate select committee during the coming 
year, I will be glad to confer with you or members of your committee, 

Sincerely, 


Joun L. McCueuuan, Chairman, 
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Additional funds needed for Senate Select Committee on Improper Activities in the 
Labor or Management Field, Aug. 1, 1957 to Jan. 81, 1958 


CO SS, 


Gross salary Total for 





















Staff position Number | (per annum) | period of 
budget 
LEGAL AND INVESTIGATIVE 
Chief counsel. .... ....00-<s<0-0s------- $14, 800. 00 $7, 400. 00 
Assistant chief counse! 1 14, 301. 34 7, 150. 67 
Assistant COUNSE]. .....ccccccccecccccnccccccesessvecesce 10, 466. 88 5, 283, 44 
11, 091. 10 5, 545. 55 
10, 556. 05 5, 278. 02 
13, 617. 69 6, 808. 84 
12, 072. 01 6, 036. 00 
10, 734, 41 5, 367. 40 
10, 700. 00 490. 00 
Bevestigntets.....cocqcocccsponpeccecccocecsoucnsasecesseuaseoasens= 11, 001. 92 5, 500, 96 
4, 912. 54 2, 456. 27 
9, 485. 98 4, 742. 99 
9, 292, 39 4, 646. 19 
8, 507. 66 4, 253. 83 
10, 556. 05 5, 278. 02 
11, 091. 02 5, 845. 51 
8, 507. 66 4, 253. 83 
13, 617. 69 6, 808. 84 
11, 091. 10 5, 545. 55 
8, 507. 66 4, 253. 83 
7, 784. 00 3, 892. 00 
DitE DE IE ED. cenccudbscensceneonsscsesaiddenimseaieeeiain neal 30, 330. 57 15, 110. 16 
ADMINISTRATIVE AND CLERICAL 
NE BR, b ccecicccdctubdsdancaidsacidbhuctiddibbididdanhinadnie 1 8, 303. 69 4, 151. 85 
SN . nescupencasseenesnettinthnnnembenemnemempeidiaal 1 6, 453. 98 3, 226. 99 
BOOIRTEDRIEG.. «on connecconescosseednsnanmneasebeladimubiaiiae 9 4, 501. 50 2, 250. 75 
iahtonieabianed 5, 529. 13 2, 764. 57 
— 5, 426.35 2, 713. 18 
speprensiaiataaasiaiel 5, 529. 13 2, 764. 57 
phlei 5, 529. 13 2, 764. 57 
5, 220. 85 2, 610. 43 
5, 220. 85 2, 610. 43 
5, 529. 13 2, 764. 57 
5, 529. 13 2, 764. 57 
Bild GOT. cccnccnccécccdstebtbienendscdtumsctbssepescddbateinidade 5, 529. 13 2, 764. 57 
4, 501. 50 2, 250. 75 
4, 501. 50 2, 250. 75 
3, 121. 12 1, 560. 56 
SIIOINIIL 3 scutes Sescsincsanineeineiinbtbidnenisiabinemmginiaieaiiiaeinnals 5, 015. 31 2, 507. 64 
be 3, 679. 42 1, 839. 71 
SETTIIIIII . «x sossitipuntuettphventptheiieteteentineaiacininaseecsteeiniibdidaeadaiiitiaaiaeniiemiaeineaii 1 5, 529. 13 2, 764, 57 
Pen wetistan ts. . ccicccctcccocesouctcssvecoutnenibhsiebbads 2 3, 884. 93 1, 942. 47 
podmensedind 2, 957. 22 1, 478. 61 
Bet... ...cnnscevenndecssnnstssunesesssensineaennanis GE heessedoncmnaal 172, 344. 03 
ADMINISTRATIVE 
ennee: 65 natives BERG. «. .«.cccennvchersedtmmnmentnsctipabinnanins 
Contribution to Government insurance. . ...........2-2.2-2enee neon nnn n seen nene 
Ascountent services (contract)... .... .accscccoccoceqoncoesesesusvocusoineodsecosoees 3 
‘Zeeve: and per Giem (in vestign6ors) . ....cccccccecccccccccccccsesscoussesesecssce 
Serenes (FOCOTTINE PLOSSSTINGD) .... .cccowccncccascuccecescacesaccoesbonaewuessnee 
MEIEES 9008, GUBVEL. cc ccncccccuscenmecnuenecesnnusetsnnenenanndeniinaninangs 
a reenits 
Newspapers, documents, photostats, etc 
Geetactiery SUPPlies, POSAPTS, O66... ccccacccocnncenccousscceucenesessascssancues 
BUbtOtel.. .ncccaccasesecenscccesnscecasvocdiisssenbehnaapeeqnesbubeubdecseteusseseeanes 


Total. ..cacccoqoaceasnsonstditneenesthemsntiaeenteinnenmpangeeals 305, 885. 77 














6 FUNDS FOR COMMITTEE ON IMPROPER ACTIVITIES 


Expenditures of Senate Select Committee on Improper Activities 
in the Labor or Management Field from February 1, 1957, to June 30, 
1957: 








Accounting firm (contract) .................-.-.-... $26, 711. 07 
CN a Sh a ol acsdenpalaiamnies 74, 424. 73 
Travel Geen... co 5 Sc ese 8, 088. 36 
Per diem (investigators)... .......cenccocncsciseece 9, 192. 00 
I a i lo ee a mn me 1, 245. 00 
Re laen 17, 911. 10 
We EES db wa dietieun cecnwecicwncccncecees 5, 082. 00 
ler ee aeeimeeen ae 1, 119. 00 
TROND GR ITOND . 6 nce mene dniedoccesccnccns 6, 256. 60 
dade tiie amsivnknonenwnes 256. 14 
ce RRS BES SS Sinaia Sale eee 1, 487. 32 
SE Gs ss dv acnnddenceeeikbcwdencccscdnee 1, 165. 05 
$152, 938. 37 
Estimated expenses for July 1-31, 1957 !....-.....--....-.----- 41, 175. 86 
ns nd cen araWeimiaahumdeewecee sirae set 194, 114, 23 
icin ctinseacncsueeewseens 350, 000. 00 
Estimated expenditures as of July 31-.....-....-.-.------------ 194, 114. 23 
es ec canectiadcounnceteanenancue 155, 885. 77 


Total amount required for 6 months period August 1, 1957, to 
January 31, 1958: 


ele Se cs bn dvddabndabbaseakcnesocdbndne $305, 885. 77 
155, 885. 77 

i  caccccmbdcoccsweescceseucns 150, 000. 00 

1 This figure is substantially accurate, and given as an estimate only because some small bills are outstand- 
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INVESTIGATION OF JUVENILE DELINQUENCY 


Aveust 21, 1957.—Ordered to be printed 


Mr. HennincGs, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 191] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 191) amending Senate Resolution 52, 85th 
Congress, authorizing an investigation of juvenile delinquency in the 
United States, having considered the same, report favorably thereon 
without amendment and recommend that the resolution be agreed to 
by the Senate. 

This resolution would raise by $10,000 the sum of $50,000 voted by 
the Senate on January 30,1957, pursuant to Senate Resolution 52, for 
oo study of juvenile delinquency and its problems in the United 

tates. 

A letter addressed to Senator James O. Eastland, chairman of the 
Committee on the Judiciary, from the chairman of the Subcommittee 
on the Judiciary To Investigate Juvenile Delinquency detailing the 
need for the adoption of this resolution is as follows: 


Aveust 15, 1957. 
Hon. James O, Eastianp, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear Senator: When I assumed the chairmanship of the subcom- 
mittee of the Committee on the Judiciary to investigate juvenile 
delinquency in January of this year, it was the plan of the members 
that the subcommittee would not hold lengthy hearings away from 
Washington. For that reason, we intended to maintain a small staff 
who could continue several projects that had been started and only 
asked for an appropriation of $50,000. 

Since that time, however, we have become increasingly concerned 
with the continuing rise in juvenile delinquency, and particularly 
with the recent outbreak of juvenile gang killings in many of our 
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large cities. The type of youngster involved in these savage and 
vicious acts is the “hard core” delinquent, and his behavior is far 
removed from the mischievousness that some are inclined to term 
“delinquency.”’ Such behavior, we believe, is indicative of a kind of 
sickness that infects a part of our society and results in tragedy for 
the young persons involved and for their victims. As the Subcom- 
mittee to Investigate Juvenile Delinquency was set up to investigate 
such situations and to attempt to determine the causes of this problem 
it is felt that we should hold hearings in one or more large cities. 

In view of the fact that a good deal of investigative work and staff 
travel would be involved in setting up these hearings, it is respectfully 
requested that Senate Resolution 52, agreed to January 30, 1957, be 
increased by $10,000. It is possible that all of this sum will not be 
needed, but we should like to do as thorough a job as we can and our 
work might be hampered without this additional amount. 

With warmest regards, as always, I am 

Sincerely yours, 
Tuomas C, Henninos, Jr., Chairman. 


O 
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STUDY OF DISARMAMENT 


Avaust, 21, 1957.—Ordered to, be printed 





Mr. Henninos, from the Committee on Rules and Administration, 
submitted the following 


REPORT 


[To accompany S. Res. 192] 


The Committee on Rules and Administration to whom was referred 
the resolution (S. Res. 192) to extend the Subcommittee on Dis- 
armament until January 31, 1958, having considered the same, report 
favorably thereon without’ amendment. and. recommend that the 
resolution be agreed to by the Senate. 

This resolution would extend the operations of the Senate Foreign 
Relations Subcommittee on Disarmament through January 31, 1958, 
and authorize the additional expenditure of $30,000 for its purposes 
in that time. It was last granted $10,000. 

The necessity for this resolution will be found incorporated in 
Senate Report 1044, 85th Congress, Ist session. Additionally, there 
follow a letter from the chairman of the Committee on Foreign 
Relations, Senator Theodore Francis Green, to the chairman of the 
Committee on Rules and Administration, Senator Thomas C. Hen- 
nings, Jr., and a submitted budget in the amount of the requested 
$30,000: 

Unitep States SENATE, 
ComMITTEE ON ForeIGN RELATIONS, 
August 20, 1957. 
Hon. THomas C. Henninas, Jr., 
Chairman, Senate Committee on Rules and Administration, 
The Capitol, Washington, D. C. 

Dear Senator Henninos: By direction of the Committee on 
Foreign Relations I introduced on August 20, 1957, Senate Resolution 
192, extending for 5 months the authority of the Senate Foreign 
Relations Subcommittee on Disarmament, which was created by 
Senate Resolution 93, as amended, agreed to July 25, 1955. 

The subcommittee was directed to undertake a full and complete 
study of the question of the control and reduction of armaments. 
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Total expenditures of ‘the subcommittee from its inception until 
August 31, 1957, will approximate $88,000. Of the $10,000 allotted 
to the subcommittee for the period July 1, 1957, through August 31, 
1957, about $3,500 has not been obligated. 

Due to the importance of the current disarmament negotiations the 
subcommittee believes its work should be continued. At this time 
the Foreign Relations Committee is recommending an extension from 
September 1, 1957, through January 31, 1958. 

nclosed for the information of the Rules Committee is a copy of a 
roposed budget for the Subcommittee on Disarmament. Senate 
Recolution 192, amending Senate Resolution 151, 85th Congress, Ist 
session, would substitute $40,000 for $10,000 for the total period July 
1, 1957 to January 31, 1958. 

I hope that the Committee on Rules and Administration will 
approve Senate Resolution 192 at its earliest convenience since action 
by the Senate must be taken before adjournment. 

Sincerely yours, 
THropore Francis Green, 

Enclosure. 


Senate Foreign Revations Commirres, SuBcOMMITTEE ON DISARMAMENT 
Proposed budget, Sept. 1, 1957, to Jan. $1, 1958 
Base sal- | Gross sal- | Monthly | Total for 


Position Number | ary (per ary (per salary period of 
annum) annum) (gross) = 
08s) 





| | 


Staff Gegal and investigative): 








Bat GCC 6o nn hse teed tebccwcans 1 $5, 580 | $10,021. 02 $835. 09 $4, 175. 45 
Editorial and research................-.- 3 4, 980 9, 096. 20 758. 02 11, 370, 30 

Administrative and clerical (assistant 
clerks-secretarial)__.-...-....---..-.- 2 2,460} 4,809. 79 400. 83 4, 008. 30 
Subtotal, staff expenditures............|.......... | Bill th BSL ilLiceae 10, 554. 05 
=—S=— oe 

Administrative: 

Contribution to civil-service retirement fund (644 percent of total)_..........--...-....... 1, 271.01 
Reimbursable payments to agencies (additional to above salaries as indicated) ..........- 3, 900. 00 
Travel (inclusive of field investigations) ....................--...-..---------- +e eee eee 3, 000. 00 
RTD SEIS G5 HODETUNND BUDD 0. «cer quncpasnenernntcpeysdabésoodeécksboapnanpepphs 2, 000, 00 
I ONIN. hh ag esse adnedachsokdbtninimorcictccodcocequsccscoscdpees 200. 00 
Communications, telephone and telegraph. ............--..--------- 2-2-2 --- nee ene eee 200. 00 
es nnntinbnccnsetedhhanseeegesesceotpasneapesereunaiel 100, 00 
CE do dibb deeb eel Bis ccbedemsdddb debe LOS Le clecckabbidisontih 674. 94 
Daa INS GION. th ck tddcddvicddicscsbigwestsgencGicdcccsogeeseeteoen 10, 445. 95 
Ulla SunccdubentenbeeeSbedareineEaSornnSesestnamoneseeusenenebnanebossnnceonesenetiie 30, 000, 00 
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PROVIDING FOR THE APPOINTMENT OF AN ADDITIONAL 
JUDGE FOR THE JUVENILE COURT OF THE DISTRICT 
OF COLUMBIA 


Avuaust 21, 1957.—-Ordered to be printed 


Mr. Ciark, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H. R. 7785] 


The Committee on the District of Columbia, to whom was referred 
the bill (H. R. 7785) to provide for the appointment of an additional 
judge for the juvenile court of the District of Columbia, after full 
consideration, report favorably thereon without amendment and 
recommend that the bill do pass. 

The purpose of this bill is to amend the Juvenile Court Act of the 
District of Columbia, approved June 1, 1938, as amended (sec. 11- 
920, D. C. Code, 1951 edition), so as to provide for the appointment 
of an additional judge for the juvenile court of the District of 
Columbia. 

At the present time the juvenile court has one judge. This bill 
—— that the court shall consist of two judges, appointed by the 

resident by and with the advice and consent ot the Senate. Each 
judge appointed after the effective date of this amendatory act shall 
serve for a term of 10 years. The qualifications for appointment, 
as set forth in the bill, are as follows: 

(1) A member of the bar of the District of Columbia for at least 5 
years immediately preceding appointment. 

(2) A resident of the District of Columbia, or of the metropolitan 
area for at least 5 years immediately preceding appointment. Metro- 
politan area as defined in the bill means Montgomery and Prince 
Georges Counties in Maryland, and Arlington and Fairfax Counties 
and the cities of Alexandria and Falls Church in Virginia. 

(3) Have a knowledge of social problems and procedures and an 
understanding of child psychology. 

_ The bill provides that the present judge of the court shall continue 
in office and shall be deemed to be occupying 1 of the 2 positions 
86006 











2 ADDITIONAL JUDGE FOR JUVENILE COURT OF D. C. 


created by this legislation. Further provision is made that the 


. 


President shall designate one of the judges to be the chief judge ‘of 
the juvenile court, whose salary shall be equal to the salary of the 
chiel jvige of the municipal court, which is $18,000 per annum, and 
the salary of the associate judge of the juvenile court shall be equal 
to the salary of an associate judge of the municipal court, which is 
$17,500 per annum. 

Hearings were held on this legislation by the Judiciary Subcom- 
mittee on June 24, 1957, at which all witnesses testified in favor of 
the enactment of the bill. These witnesses included Hon. Leonard P. 
Walsh, chief judge, municipal court for the District of Columbia, the 
Board of Commissioners, District of Columbia, Mr. George L. Hart, 
chairman, Law Enforcement Council of the District of Columbia, 
Hon. Orman W. Ketcham, judge, juvenile court, District of Columbia, 
Mr. James L. Sullivan, chief counsel, Senate Subcommittee to In- 
vestigate Juvenile Delinquency, Hon. Oliver Gasch, United States 
attorney, David G. Bress, president, District Bar Association accom- 
panied J. Bowdoin Craighill, Jr., committee on relations with the 
juvenile court, John D. Fauntleroy, the Washington Bar Association, 
Inspector John Winters, Metropolitan Police Department, Philip 
Schiff, chairman, Metropolitan Washington Chapter, National Asso- 
ciation of Social Workers, Mr. Ralph Pittman, the Washington 
Criminal Justice Association, Mr. James A. Willey, chairman, law 
and legislation committee, Federation of Citizens Associations, 
William H. Thomas, chairman, legislation committee, Federation of 
Civic Associations, Mrs. Lyle Belsley, second vice president, League 
of Women Voters, Mr. George B. Parks, attorney at law, and Richard 
K. Lyon, vice chairman, Commissioners Youth Council. 

The juvenile court jurisdiction includes all children under the age 
of 18 years who are charged with violations of law, who are beyond 
parental control, who are truant from home or school, who are engaged 
in conduct endangering their own health, morals or safety, or the 
health, morals or safety of others, or who are without adequate paren- 
tal care. The court also has original and exclusive jurisdiction in cases 
involving the paternity of children born out of wedlock, adults charged 
with violation of the child labor and compulsory education laws, and 
with contributing to the delinquency of minors. The court also has 
concurrent jurisdiction with the United States District Court for the 
District of Columbia in criminal cases involving nonsupport of wife 
or children. 

Further, it should be noted that a great many of the cases are of 
the felony type; i. e., cases involving offenses which, if committed by 
an adult, would be within the exclusive jurisdiction of the United 
States District Court tor the District of Columbia. Cases of this kind 
before the juvenile court are now running about 2,000 a year. 

It was pointed out during the hearing on this legislation that in 
1938, the number of cases heard by the juvenile court was 2,500. In 
1948 the number rose to 3,000. In 1953, the court heard approxi- 
mately 10,000 cases, and in the fiscal year 1956, the number of court 
hearings was in excess of 16,000. 
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The estimated annual cost of this legislation is $30,465, made up 
as follows: 


Salary for additional (chief) judge. ....2--2. 252-2 $18, 000 
Secretary to jultige..... cscseksa dein ads- east OS 4, 525 
EAACCTOONT, GIODK. Dh alaikd « tensa ate desdininin wis Secbienatniinn edie teladles oo tl 4, 525 
es anaVeepen sisinanasngsi-ademce enn nane am debate 3, 415 

Tetals sd. osc lide dada eed sR ee SO EO Ds 30, 465 


The committee in favorably reporting this bill feels very strongly 
that the appointing authority, in selecting a juvenile court judge, 
should be governed by a strict interpretation of the qualification 
standards set forth in the bill, to the end that the nominee shall fully 
meet all of the requirements. 

The committee makes this statement because of its deep concern 
for the welfare of the children coming within the jurisdiction of this 
court, and feels that comprehensive knowledge of the social problems 
of the area, as well as a thorough understanding of child and adolescent 
psychology are most important attributes in this position. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman): 


District or CoLtumBia Cope 11-920 (52 Star. 601, cu. 309; 69 Svar. 
290, cH. 302) 


[The judge of the court shall be appointed by the President of the 
United States, by and with the consent of the Senate, for a term of 
6 years, or until his successor is appointed and confirmed. To be 
eligible for appointment as judge a person must be a member of the 
bar, preferably of the District of Columbia, and have a knowledge 
of social problems and procedure and an understanding of child 
psychology. The judge shall, before entering upon the duties of his 
office, take the oath prescribed for judges of courts of the United 
States. The salary of the judge shall be $17,500 per annum.] 

Sec. 19. The juvenile court of the District of Columbia shall consist 
of two judges learned in the law and appointed by the President, by and 
with the advice and consent of the Senate. Each judge appointed after 
the effective date of this amendatory Act shall serve for a term of ten 
years and until his successor is appointed and qualified. To be eligible 
jor appointment as judge of the juvenile court a person must, for at least 

ve years immediately preceding his appointment, have been a member 
of the bar of the District of Columbia and a resident of the District of 
Columbia or of the metropolitan area of the District, and have a knowledge 
of social problems and procedures and an understanding of child psy- 
chology. Each judge shall before entering wpon the duties of his office, 
take the oath prescribed for judges of the courts of the United States. 
The President shall designate one of the judges to be the chief judge of 
the juvenile court. The chief judge shall serve as the chief administrative 
officer of the court. During the temporary absence or disability of the 
chief judge the associate judge of the juvenile court shall act as the chief 
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administrative officer of the court. The salary of the chief judge shall be 
equal to the salary of the chief judge of the municipal court for the District 
of Columbia and the salary of the associate judge shall be equal to the 
salary of an associate judge of the municipal court for the District of 
Columbia. For the purpose of this Act the term “Metropolitan Area 
of the District’? means Wesaenny and Prince Georges Counties in 
Maryland and Arlington and Fairfax Counties and the cities of Alez- 
andria and Falls Church in Virginia. 


District oF Cotumpia Cope 11-921 (52 Strat. 601) 


In cases of sickness, absence, disability, or death of [the] etther 
judge of the juvenile court, the chief justice or acting chief justice of 
the District Court of the United States for the District of Columbia 
shall designate one of the judges of the municipal court of said District 
to discharge the duties of said judge of the juvenile court until such 
disability be removed or vacancy filled. 


District or CotumBia Cope 11-904 (52 Srat., 596 cH. 309) 


Said court shall be a court of record. The court shall have a seal, 
and the [judge] judges or acting [judge] judges thereof shall have 
power to administer oaths and affirmations. 


Disrricr or CotumBra Cope 11-928 (52 Strat. 603, cn. 309) 


Suitable quarters shall be provided by the commissioners for the 
District of Columbia, for the hearing of cases and for the use of 
the [judge] judges and the probation department and employees of 
the court. 


District or CotumBiA Cope 11-923 (52 Strat. 602, cu. 309) 


Under the administrative direction of the chief judge, the director 
of social work shall have charge of all the social work of the court; and 
shall, in association with other social agencies of the District of 
Columbia, study sources and causes of delinquency and assist in 
developing and correlating community-wide plans for the prevention 
and treatment of delinquency. 


District or Cotumsia Cope 11-925 (52 Srart. 602, cn. 309) 


The clerk shall give bond, with surety, and take the oath of office 
rescribed by law for clerks of District Courts of the United States. 
e shall have power to administer oaths and affirmations; shall keep 
accurate and complete accounts of money collected from persons under 
the supervision of the probation department, give receipts therefor 
and make reports thereon as the chief judge may direct; and shall 
= such duties and keep such records as may be prescribed 
y the chief judge of said court. 
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District or CotuMBIA Cope 11-906 (52 Srar. 596, cH. 309) 


(a) This Act shall apply to any person under the age of eighteen 
ears— 
(1) Who has violated any law; or who has violated any ordi- 
nance or regulation of the District of Columbia; or 
(2) Who is habitually beyond the control of his parent, 
custodian, or guardian; or 
(3) Who is habitually truant from school or home; or 
(4) Who habitually so deports himself as to injure or endanger 
himself or the morals or natety of himself or others; or 
(5) Who is abandoned by his parent, guardian, or custodian; or 
(6) Who is homeless or without adequate parental support or 
care, or whose parent, guardian, or custodian neglects or refuses 
to provide support and care necessary for his health or welfare; or 
(7) Whose parent, guardian, or custodian neglects or refuses 
to provide or avail himself of the special care made necessary by 
his mental condition; or 
(8) Who associates with vagrants, vicious, or immoral persons; 
or 
(9) Who engages in an occupation or is in a situation dangerous 
to life or limb or injurious to the health or morals of himself or 
others; or 
(b) When used in this Act— 
(1) The words “the court” means the juvenile court of the 
District of Columbia; 
(2) The word “judge” means [the] a judge of the juvenile 
court. 
(3) The word “child”? means a person under the age of 
eighteen years; 
, (4) The word “adult” means a person eighteen years of age or 
older. 


District or CotumB1A Cope 11-914 (52 Srar. 599, cn. 309) 


If a child sixteen years of age or older is charged with an offense 
which would amount to a felony in the case of an adult, [the] a judge, 
after full investigation, may waive jurisdiction and order such child 
held for trial under the regular procedure of the court which would 
have jurisdiction of such offense if committed by an adult; or such 
other court may exercise the powers conferred upon the juvenile 
court in this act in conducting and disposing of such case. 


District or CotumsBi1A Cope 11-927 (52 Strat. 602, cH. 309) 


No child under eighteen years of age shall be placed in or committed 
to any prison, jail, or lock-up, nor shall such child be taken into 
custody, detained, or transferred from place to place, where he may 
be brought in contact or communication with any adult convicted 
of crime or under arrest and charged with crime: Provided, That a 
child sixteen years of age or older, whose habits or conduct are deemed 
such as to constitute a menace to other children, may, with the con- 
sent of [the] @ judge or director of social work, be placed in a jail or 
other place of detention for adults, but in a room or ward separate 
from adults. 
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The Board of Public Welfare of the District of Columbia shall make 
adequate provision for the temporary detention of children within 
its jurisdiction in a detention home or in boarding homes selected for 
purposes of such detention. 


District or Cotumsia Cope 11-937 (52 Start. 604, Cu. 309) 


At least ten days before the term of service of said jurors shall begin, 
as herein provided for, such jurors shall be drawn as hereinbefore 
directed, and at least twenty-six names so drawn shall be certified by 
the clerk of the District Court of the United States for the District of 
Columbia to the said juvenile court for service as jurors for the then 
ensuing term. Deficiencies in any panel of any such jury may be 
filled according to the law applicable to jurors in said Supreme Court, 
and for this purpose [the] a judge of said juvenile court shall possess 
all the powers of a judge of said Supreme Court and of said court 
sitting as a special term. No person shall be eligible for service on a 
jury in said juvenile court for more than one jury term in any period 
of twelve consecutive months, but no verdict shall be set aside on such 
ground unless objection shall be made before the trial begins. The 
marshal of said District, by himself or deputy, shall have charge of 
said jury, and may appoint a deputy for that purpose. 


District or Cotumpia Cope 11-924 (52 Srar. 602, Cu. 309) 


The supervisor of probation, under the direction of the director 
of social work, shall organize, direct, and develop the work of the 
probation department of the court. 

The probation department of the court shall make such investiga- 
tions as the court may direct, keep a written record of such investiga- 
tions and submit the same to [the judge] a judge or deal with them 
as he may direct. The probation department shall use all suitable 
methods to aid persons on probation and bring about improvement in 
their conduct and condition; keep informed concerning the conduct 
and condition of each person under its supervision and report thereon 
to [judge as he may direct and keep full records of its work] the court 
as ut may direct and such Department shall keep full records of its work. 
The probation officers shall have such duties as may be assigned to 
them in the course of performing the functions of the probation de- 
partment. Probation officers for the purpose of this Act shall have 
the power of police officers. 


District or Cotumsia Cope 11-929 (66 Star. 134, Cu. 417) 


(a) The court shall maintain records of all cases brought before the 
court. Such records shall be withheld from indiscriminate public 
inspection and shall be open to inspection only by respondents, their 
parents or guardians and their duly authorized attorneys, and by any 
institution or agency to which a child may have been committed 
pursuant to section 14 of this Act. Such records may, pursuant to 
rule of court or special order of the court, be inspected by other 
interested persons, institutions and agencies. As used in this subsec- 
tion, the word “records” includes notices filed with the court by arrest- 
ing officers pursuant to section 11 of this Act, the court docket and 
entries therein, the petitions, complaints, informations, motions and 
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other papers filed in any case, transcripts of testimony taken in any 
case tried by the court and findings, verdicts, judgments, orders and 
decrees, and other writings filed in proceedings before the court, other 
than social records. 

(b) The records made by officers of the court pursuant to sections 7 
and 23 of this Act; referred to in this section as social records, shall 
be withheld from indiscriminate public inspection except that such 
records or parts thereof shall be made available by rule of court or 
special order of court to such persons, governmental and private 
agencies, and institutions as have a legitimate interest in the protec- 
tion, welfare, treatment, and rehabilitation of the child, and to any 
court before which any such child may appear. [The judge may also 
provide by rule or]. The court may also provide by rule or a judge may 
provide by special order that any such person or agency may make or 
receive copies of such records or parts thereof. No person, agency, 
or institution which has received records or information under this 
section may publish or use them for any purpose other than that for 
which they were received. 

(c) It shall be unlawful, except for purposes for which records, parts 
thereof, or information therefrom have been released pursuant to 
section 23 of this Act or except for purposes thereafter permitted by 
special order of court, and in accordance with any applicable rules of 
court, for any person or persons to disclose, receive, or make use of, or 
authorize, knowingly permit, participate in, or acquiesce in the use of 
any information concerning any juvenile before the court, directly or 
indirectly derived from the records, papers, files, or communications 
of the court, or acquired in the course of the performance of official 
duties. 

(d) Any person or persons who shall violate subsection (c) of this 
section shall be guilty of a misdemeanor, and upon conviction thereof, 
be punished by a fine of not more than $100 or by imprisonment for 
not more than ninety days, or by both. Prosecutions for violations of 
subsection (c) of this section shall be brought in the name of the 
District of Columbia in the Municipal Court for the District of 
Columbia by the Corporation Counsel or any of his assistants. 


District or Cotumsia Cope 11-942 (52 Srar. 605, cH. 309) 


The [judge and other] officers holding office on June 1, 1938, shall 
continue in office until the terms for which they were appointed shall 
expire and until their successors are duly appointed and qualified. 


District or CotumBiA CopeE 11-922 (52 Srar. 602, cu. 309) 


The [judge] court shall appoint from eligible lists of the Civil 
Service Commission a director of social work, a supervisor of proba- 
tion, probation officers, [a clerk, a deputy clerk,] and such other 
employees as may be necessary, at such salaries as may be fixed in 
accordance with the Classification Act of 1923, as amended (U.S. C., 
title 5, § 673), and with such qualifications as may be prescribed by 
the Civil Service Commission pursuant to said act or acts. The court 
shall also have power to appoint a clerk and a deputy clerk who shall hold 
office at the pleasure of the court. 
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THE TOWN OF MEDICINE LAKE, MONT, 
Aveust 21, 1957.—Ordered to be printed, 


Mr. EastLanp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 7384] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 7384), for the relief of the town of Medicine Lake, Mont., 
having considered the same, reports favorably thereon without 
amendment and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to provide payment for 
the town of Medicine Lake, Mont., in the sum of $12,000 in full 
settlement of all claims of the town for damages to their municipal 
water supply resulting from developments of the Fish and Wildlife 
Service. 

STATEMENT 


The water supply of the town of Medicine Lake, Mont., comes 
from a well located on the western edge of the town. This well is 
located in what is known as the Little Muddy Valley. This valley is 
bordered by foothills on its western side and until 1940 any overflow 
of water from the Muddy River flowed naturally over a 3-mile terrain 
and no trouble was experienced with floods. 

In 1939 and 1940 the Fish and Wildlife Service built a dike and 
canal which diverted the Muddy River into a lake known as Medicine 
Lake. The diversion canal and dike extends across the Muddy 
Valley to a point about 100 feet from the town well. The dike is 
about 8 to 10 feet high and has the effect of forcing any floodwater 
into a narrow channel some 30 to 40 feet in width. Prior to its con- 
struction it had the full 3-mile width of the valley in which to flow. 
The mayor of the city has stated that the result has been that the area 
around the well has fan flooded and the well and its pumping equip- 
ment has been inundated so as to deprive the city of its water for as 


23004°—58 _ §. Rept., 85-1, vol. 430 











2 THE TOWN OF MEDICINE LAKE, MONT. 


long as 24 hours at a time. In the face of flood threats, the city has 
on occasion been required to remove its pumping equipment and warn 
its residents to boil all water. 

The Montana State Board of Health, in a memorandum on the 
purity of the water, states that its records concerning the water supply 
of the town of Medicine Lake date back to 1915 when the water was 
shown to be of a satisfactory sanitary quality. The town’s water 
supply has come from the same source since that time. Reports 
dating back to 1925 show that the supply was usually of a satisfac- 
tory sanitary standard. The general situation was first changed in 
a report dated November 18, 1936, when the report indicated that the 
proximity of a slough created by the United States Biological Survey 
as a game refuge might give trouble in the spring as a contaminating 
influence. This resulted from a diversion of the Big Muddy Creek 
to the slough. 

A report in 1939 refers to the “new course of the Big Muddy 
Creek.” As a possible cause of frequent showings of evidence of con- 
tamination the report also mentions the disinfection of the water. 
The State board of health concluded that in the latter years of its 
aor of the water supply it has not been of a generally satisfactory 
quality. 

It appears that the change in the environment of the well, repre- 
sented by the change in Big Muddy Creek, had an influence upon 
these changes in the quality of the water. 

The Department of the Interior has indicated in its report that it 
has no objection to the enactment of this bill. It, too, observes that 
the reports of the Department of Health of the State of Montana 
indicate that the contamination of the town’s water supply has become 
progressively more serious after the completion of the diversion of 
the creek. On the basis of the material in file and the facts outlined 
above, this committee recommends that the bill be considered 
favorably. 

Attached hereto for the information of the Senate is the above 
referred to report from the Department of the Interior. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., August 2, 1957. 
Hon. Emanvet CELuer, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. Cetiter: Your committee has requested a report on 
H. R. 7384, a bill for the relief of the town of Medicine Lake, Mont. 
This bill would authorize the payment of $12,000 to the town of Medi- 
cine Lake, Mont., in settlement of its claim for damages to its munici- 
pal water-supply system. The Federal activity to which this bill 
refers, the establishment of the Medicine Lake National Wildlife 
Refuge, which provides the basis for this claim, occurred in 1935. 

Because of the circumstances in the case, we would have no objec- 
tion to the favorable consideration of this measure if your committee 
finds that such favorable consideration is warranted. 
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The establishment in 1935 of the Medicine Lake National Wildlife 
Refuge below the town of Medicine Lake, Mont., required the diver- 
sion of a local water supply, Muddy Creek, from the new channel of the 
creek to its former channel. The city reservoir is located on the edge 
of the old channel of the creek, however, and we understand that there 
bas been some contamination of the town water supply, possibly as a 
result of the diversion. Our reports on this matter are inconclusive 
that the establishment of the refuge and diversion of the creek was 
alone responsible for the subsequent condition of the town water 

upply. 

, Tn any event, we are informed by reports of the Montana Depart- 
ment of Public Health that contamination of the town water supply, 
while not entirely absent before such diversion of the creek, became 
progressively more serious after completion of such diversion. Con- 
tamination may have occurred, of course, from some other source or in 
some other manner. 

The Bureau of the Budget has advised us that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
D. O11s BEAstey, 
Administrative Assistant Secretary of the Interior. 


O 
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CIVIL WAR CENTENNIAL COMMISSION 


Avaust 21, 1957.—Ordered to be printed 


Mr. O’Manoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. J. Res. 253] 


The Committee on the Judiciary, to which was referred the resolu- 
tion (S. J. Res. 253) to establish a commission to commemorate the 
one hundredth anniversary of the Civil War, and for other purposes, 
having considered the same, reports favorably thereon with amend- 
ments and recommends that the resolution, as amended, be agreed to. 


AMENDMENTS 


1. On page 2, line 7, strike the word “eighteen” and insert in lieu 
thereof the word ‘‘twenty-five’’. 

2. On page 2, line 12, strike the word “Six” and insert in lieu 
thereof the word “Four”. 

3. On page 3, line 6, strike ‘‘(a)” and insert in lieu thereof ‘‘(6)’’. 


PURPOSE OF AMENDMENTS 


Amendment No. 1 provides for setting the number of Commissioners 
at 25. 

Amendment No. 2 reduces from 6 to 4 Members of the Senate to be 
appointed to the Commission. 

Amendment No. 3 is purely a technical amendment, 


PURPOSE 


The purpose of the proposed legislation, as amended, is to establish 
a Civil War Centennial Commission to plan an appropriate program 
for commemorating the 100th anniversary of the Civil War. 
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2 CIVIL WAR CENTENNIAL COMMISSION 


STATEMENT 


This resolution, as amended, provides for the establishment of g 
25-member Commission to be known as the Civil War Centennial 
Commission. Its membership is to be comprised as follows: 

1. The President of the United States, the President pro tempore 
of the Senate, and the Speaker of the House of Representatives all 
ex officio. 

2. Four Members of the Senate to be appointed by the President 
pro tempore of the Senate. 

3. Four Members of the House of Representatives to be appointed 
by the Speaker of the House of Representatives. 

4. Twelve public members to be appointed by the President of the 
United States, two of whom shall be from the Department of Defense, 

5. One member from the Department of the Interior, who shall be 
the Director of the National Park Service or his representative. 

6. One member to be appointed from the Library of Congress, who 
shall be the Librarian of Congress or his representative. 

The members of the Commission are to serve without compensation 
but are to be furnished transportation and reimbursement not to 
exceed $20 per diem while engaged in official duties relating to the 
Commission. The Commission is required to furnish a report to the 
Congress presenting its preliminary plans not later than March 1, 1958. 
Thereafter, it is to submit an annual report, including an accounting 
of funds received and expended. A final report is to be made not 
later than May 1, 1966, upon which date the Commission is to 
terminate. 

The Commission is authorized and encouraged to cooperate with 
State, civil, patriotic, hereditary and historic groups and with institu- 
tions of learning in order to make this commemoration of the 100th 
anniversary of the Civil War as meaningful as possible. 

This legislation would authorize the appropriation of funds of not 
to exceed $100,000 for the expenses of the Commission. 

The establishment of this Commission, which is intended to be 
national in scope, will encourage and develop public knowledge of and 
interest in the history of and the social, economic, and other causes of 
and the results and effects of the Civil War. An indication of national 
interest in this period of our history is the fact that each year millions 
of people visit the Civil War battlefields and the shrines of the principal 
figures of both the North and the South. Interest in the Civil War is 
expected to increase steadily in the next few years, to reach a new 
height in 1961, the first of the centennial years. 

This centennial observance will be the occasion for nationwide 
commemoration. The Civil War has real meaning for all Americans, 
inasmuch as it was the only war that we both won and lost. It roots 
go deep into every State in the Union. Proper observance of this 
period of our history will go far to kindle an awareness of our heritage 
not only among adults but, even more important, among our children. 

The purpose of the observance of this great schism between our 
people is not to stress that which divides us but rather to reaffirm that 
which unites us—the basic desire for unity, liberty, freedom, and self- 
government, 
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The committee deems it appropriate that the Congress establish a 
Commission to recall the great internal crisis through which this 
Nation passed in the period 1861-65 and how out of that crisis was 
forged the unity of this country which is so much the envy and, it is 
hoped, the ideal of the rest of the world. 

The committee believes that this is a very meritorious resolution 
and, accordingly, recommends favorable consideration of House Joint 
Resolution 253, as amended. O 
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AMENDING THE DISTRICT OF COLUMBIA PUBLIC SCHOOL 
FOOD SERVICES ACT 


Avucust 21, 1957.—Ordered to be printed 


Mr. Morssz, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


(To accompany S. 1764] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 1764) to amend the District of Columbia Public School 
Food Services Act, after full consideration, report favorably thereon 
with an amendment and recommend that the bill as amended do pass. 

The amendment is as follows: 

Page 2, line 6, immediately after the word “‘Act”, insert a period 
and the following: 


Appropriations authorized by this section shall be available 
for reimbursement of the Food Service Fund in the amount 
of any agency contributions paid out of such Fund pursuant 
to the provisions of section 4 (a) of the Civil Service Retire- 
ment Act. 


The purpose of this bill is to amend the District of Columbia Public 
School Food Services Act (65 Stat. 369; sec. 3-405, D. C. Code, 1951 
ed.) so as to authorize payment from appropriated funds of the cost 
of free lunches provided for children in the District schools whose 
cases come within any of the following circumstances: 

(1) Children of families receiving public assistance. 

(2) Children of large families of low or reduced incomes. 

(3) Children suffering from malnutrition who may be referred by 
the school nurse or the school doctor. 

The District of Columbia Public School Food Services Act estab- 
lished a Department of Food Services under the direction and control 
of the Board of Education, and authorized such Department to con- 
duct a centralized system of public-school cafeterias, lunchrooms, and 
related services. In order to enable the Department of Food Services 
to function, the act established the ‘District of Columbia Public 
School Food Services Fund.” All revenues and receipts derived 
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from the operation of food services in the schools are paid into this 
fund, and it is used as a permanent revolving fund for the purchase of 
foods, supplies, and all services and expenditures necessary, includin 
personal services, the operation and maintenance of motortrucks, oud 
the expense of conducting the office of central management. 

Except for the original single appropriation of $25,000 which estab- 
lished the fund, the only appropriations authorized are those for the 
acquisition, maintenance and replacement of equipment used or 
acquired for use in the conduct of the Department of Food Services, 

he act also authorizes schools operating thereunder to participate 
in the functions authorized under the National School Lunch Act (60 
Stat. 233; 42 U. S. C. 1758), which provides that lunches shall be 
made available to needy children without cost or at a reduced cost. 

The cost of free lunches in the District of Columbia public schools is 
currently being absorbed by the Food Services Fund, which in effect 
means that the pupils who can afford to pay for their lunches are 
contributing to the cost of the lunches served without charge to 
needy pupils. Experience bears out the fact that as prices charged 
are increased, participation decreases, and therefore there is a possi- 
bility that unless some financial relief is realized for lunches served 
without charge to needy pupils, other than absorbing the cost by 
those who pay for their lunches, the cost of these lunches may not 
be met. Should this occur, the entire food-services program would 
be placed in a precarious financial position. During the 1955-56 
school year, 45,964 free lunches were served, the cost of which, 
approximately $16,500, had to be absorbed by the fund. 

The committee amendment which was requested by the school 
authorities is designed to prevent the fund from being charged with 
an estimated $30,000 per annum cost of agency contributions now 
required under the provisions of section 4 (a) of the Civil Service 
Retirement Act. The committee agreed with the school authorities 
that this amount ought not be added to the amounts paid by children 
for their school lunches, an action which would otherwise be necessary, 
unless, as is the case in the current fiscal year, appropriation language 
should provide relief. 

In testimony given before the Subcommittee on Public Health, 
Education, Welfare, and Safety, on this legislation, and in testimony 
taken by the same subcommittee previously during hearings on prob- 
lems of hungry children in the District of Columbia, the desirability 
of extending the school hot lunch program to the elementary schools 
of the District was stressed. At present only 4 of the elementary 
schools have food services available and in 3 of these, the program 
is a limited one sponsored by the Parent-Teachers Association, which 
consists of soup, sandwiches, cookies, and milk. In order that the 
benefits of the school hot lunch program may be more widely dis- 
tributed to those elementary schools having large school populations 
drawn from lower income areas the committee recommends that the 
school authorities through a system such as that of the Chicago plan 
take such steps as are necessary to accomplish this end. In essence 
this is a plan whereby deep-frozen meals are distributed on a weekly 
basis from central kitchens to the elementary schools. These pre- 
cooked meals are then heated in the schools by immersing the foil 
containers in hot-water baths prior to serving. The cost of this 
operation is much less than the installation of complete kitchens in 
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the schools, and it has the advantage that the equipment needed to 
operate it can be procured readily ®t moderate cost. 

The District Commissioners and the Board of Education favor 
enactment of this legislation. The Bureau of the Budget has advised 
that there is no objection on the part of their office to the submission 
of the favorable report of the District Commissioners to the Congress. 

The cost of the legislation, if enacted, would be approximately 
$16,500 per annum, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the oe 
Rules of the Senate, changes in existing law in the bill, as reported 
are shown as follows (existing law proposed. to be omitted is enclosed 
in black brackets, new matter is printed in italic, existing law in 
which no change is proposed is shown in roman); 


(65 Stat. 369) 


Sec. 5. There is hereby created in the Treasury of the United States 
a fund to be known as “District of Columbia Public School Food 
Services Fund’’, hereinafter referred to as the “Food Services Fund”, 
and there is authorized to be appropriated, out of the revenues of the 
District of Columbia, $25,000 which shall be credited to the Food 
Services Fund. All revenues and receipts of any nature whatever 
derived from the operation of food services, or as provided otherwise 
by this Act, shall, under regulations of the Board, be paid over to the 
Collector of Taxes of the District of Columbia not less often than 
once each week and by him deposited in the Treasury of the United 
States to the credit of the Food Services Fund. Such fund shall be 
used as a permanent revolving fund and expenditures therefrom shall 
be made only upon vouchers certified by the Superintendent of Schools 
or his designated agent and approved before payment by the Auditor 
of the District of Columbia, and shall be disbursed in the same manner 
as other District of Columbia funds are disbursed. The Food Services 
Fund shall be available for the purchase of food, supplies, and all 
other services and expenditures of whatever nature which are neces- 
sary for the conduct of the Department of Food Services, including 
personal services, the operation and maintenance of motor trucks, 
and the _— ‘of conducting the Office of Central Management. 

Sec. 6. Appropriations are hereby authorized for the acquisition, 
nee and replacement of equipment used or acquired for use 
in the conduct of the Department of Food Services in the public 
schools of the District of Columbia and for reimbursement of the Dis- 
trict of Columbia Public School Food Services Fund for lunches served in 
accordance with section 9 of the National School Lunch Act (60 Stat. 
233; T. 42, sec. 1758, U. 8. C., 1952 edition), to children without cost 
to such children or at reduced cost. The rate of such reimbursement for 
such lunches served by the Public Schools in the District of Columbia 
shall be the student price of ‘Type A Lunch’’ in effect at the tume such 
lunches are served. As used in this section the term “Type A Lunch” 
means a Type A Lunch as defined in regulations promulgated by the 
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Secretary of Agriculture pursuant to authority in the National School 
Lunch Act. Appropriations authorized by this section shall be available 
for reimbursement of the Food Service Fund in the amount of any agency 

ibutions paid out of such Fund pursuant to the provisions of section 
4 (a) of the Cwil Service Retirement Act. 
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PROVIDING FOR MORE EFFECTIVE ADMINISTRATION OF PUBLIC 
ASSISTANCE IN THE DISTRICT OF COLUMBIA; TO MAKE CERTAIN 
RELATIVES RESPONSIBLE FOR SUPPORT OF NEEDY PERSONS 


Avuaust 21, 1957.—Ordered to be printed 


Mr. Morsz, from the Committee on the District of Columbia, sub- 
mitted the following 


REPORT 


[To accompany 8. 1849] 


The Committee on the District of Columbia, to which was referred 
the bill (S. 1849) to provide for more effective administration of public 
assistance in the District of Columbia; to make certain relatives.re- 
sponsible for support of needy persons, and for other purposes, after 
full consideration, report favorably thereon with amendments and 
recommend that the bill as amended do pass. 

The amendments are as follows: 

Page 3, line 13, after “Suc. 5.’ insert ‘‘(a)”’. 

Page 3, between lines 15 and 16, insert the following new subsections: 


(b) Such amount as referred to in subsection (a) of this 
section shall not be less than the full amount determined as 
necessary on the basis of the minimum needs of such person 
as established in accordance with such regulations. No ceil- 
ing shall be administratively imposed with respect to the 
amount of public assistance which any person, or class of 
persons, may receive. 

(c) The provisions of subsection (b) of this section shall 
become effective on July 1, 1958. 


Page 15, line 4, strike out ‘“This’’ and insert in lieu thereof “Except 
as otherwise provided in this Act, the provisions of this’’. 

The purpose of the bill is to incorporate in 1 act all 5 of the public- 
assistance programs administered in the District of Columbia. At 
present only three of these programs (aid to dependent children, aid 
to the aged, and aid to the blind) are covered by substantive legisla- 
tion. The remaining two categories (aid to the disabled and general 

ublic assistance) have existed for a number of years by virtue of 
anguage contained in the annual appropriation acts. Enactment of 
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S. 1849, according to the Director of the Department of Public Wel- 
fare, will result in more uniform requirements and procedures for 
determining eligibility for public assistance, and the amount of as- 
sistance granted in terms of the need of the recipient. It will further 
apply more uniform standards to the reviewing of cases, conducting 
hearings, and making reinvestigations of eligibility for assistance. 

Ina letter addressed to the chairman of the committee, dated May 
31, 1957, Mr. Robert E. McLaughlin, President of the Board of Com- 
missioners of the District of Columbia, set forth in detail the provisions 
of the proposed legislation. The letter is herewith made a part of 
this report: 

May 31, 1957, 
Eon. Matrurew M. NEE y, 
Chairman, Committee on the District of Columbia, 
United States Senate, Washangton, D.C. 

My Dear Senator Negty: The Commissioners have for report 
S. 1849, a bill to provide for more effective administration of public 

assistance in the District of Columbia; to make certain relatives 
responsible for support of needy persons, ‘and for other purposes. 

The principal purposes of the bill are to consolidate into one law the 
various existing laws relating to public assistance in the District of 
Columbia, to enable public assistance to be apportioned on a more 
equitable basis and to the greatest number of persons in need thereof, 
and to materially shorten the time elapsing between the time of ap- 
plication for and the receipt of public assistance. 

At the present time public assistance is administered in the District 
of Columbia under the following separate laws: The act entitled “An 
Act to provide aid to dependent children in the District of Columbia,” 
approved June 14, 1944 (58 Stat. 277; D. C. Code, secs. 32-751 et seq.), 
the act entitled “An Act to amend the Code of Laws for the District 
of Columbia in relation to providing assistance against old-age want,” 
approved August 24, 1935 (49 Stat. 747; D. C. Code, secs. 46-201 
et seq.), and the act entitled “An Act to provide aid for needy blind 
persons of the District of Columbia and authorizing appropriations 
therefor”, approved August 24, 1935 (49 Stat. 744; D. C. Code, sees. 
46-101 et seq.). 

In addition to these laws the more recent District of Columbia 
appropriation acts have authorized and appropriated sums for general 
public assistance for indigent residents of the District of Columbia. 

The bill repeals the hereinbefore-mentioned statutes on public 
assistance, and in section 4 provides for the awarding of public assist- 
ance to any needy individual who has been a resident of the District 
for 1 year immediately preceding the iiling of his application for 
assistance or who otherwise comes within one of the categories of 
public assistance established under authority of the bill. Section 
3 (a) authorizes the Commissioners to establish such categories of 

public assistance as they may deem appropriate. 

One of the greatest mequities existing in present law is that the 
residence provisions are not uniform. The old-age-assistance law 
requires 5 years’ residence within the 9 years immediately prec eding 
application for assistance. The aid-to-the-blind law requires 5 years’ 
residence within the 9 years immediately preceding application for 
assistarce if the person’s blindness originated while he was not a 
resident of the District of Columbia and 1 year’s residence if he 
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became blind while a resident of the District of Columbia. The aid- 
to-dependent-children law and the general public-assistance and aid- 
to-the-disabled regulations require only 1 year of residence. 

The present public-assistance laws also lack uniformity respecting 
the responsibility of persons to provide financially for their indigent 
relatives. The old-age assistance and aid to the blind laws require 
that the spouse, father, mother, child or grandchild living in the 
District of Columbia, be responsible for the support of needy relatives 
in proportion to their respective abilities. There is no such provision 
in the aid to dependent children law, or in the aid to the disabled or 
general public assistance regulations. Section 19 of the bill provides 
that the husband, wife, father, mother, or adult child of a recipient of 

ublic assistance, or of a person in need thereof, shall, according to his 
ability to pay, be responsible for the support of such person. Thus, 
the bill achieves uniformity without regard to the type of public 
assistance granted or applied for. 

Under present laws different categories of assistance require different 
periods of time for reinvestigation of the recipient’s financial and 
physical circumstances. Section 11 of the bill provides that all 
public-assistance grants made under the bill be reconsidered by the 
Commissioners as frequently as they may deem necessary, thus 
allowing the Commissioners to make uniform or vary the time within 
which reinvestigation is necessary for the various types of public 
assistance granted. This permits flexibility of operation which is 
absent under present law. 

Under present law there is no provision for the granting of immediate 
assistance in emergency cases. Jn such cases several weeks must of 
necessity elapse before assistance is provided in order that the appli- 
cant be fully investigated. Section 10 of the bill authorizes the 
Commissioners to grant emergency public assistance during this 
investigatory period, provided the applicant’s eligibility has been 
established pursuant to section 4. Although this emergency assist- 
ance cannot be granted for a period longer than 60 days, the investi- 
gation will have been completed by that time so the recipient then 
will, if eligible, receive assistance pursuant to section 8 (a) of the bill. 

The above are representative of the more fundamental improve- 
ments found in the bill over existing law. 

The proposed legislation would authorize or accomplish the follow- 
ing actions or objectives which the Commissioners under existing laws 
cannot perform or can perform only in part: 

(1) Entering into reciprocal agreements with any State for the 
provision of public assistance to residents and nonresidents (sec. 
3 (e)). 

(2) The establishment of uniform residence requirements for all 
categories of assistance (sec. 4). 

(3) The granting of emergency cash assistance when residence 
eligibility has been established and available information indicates 
the applicant is in need (sec. 10). 

(4) The establishment of appropriate schedules for reinvestigating 
eligibility based on case needs (sec. 11). 

(5) The Commissioners in their discretion could permit public 
access to the records of disbursements or payments of public assistance 
provided the information is not used for commercial or political 
purposes (sec 12 (a)). 
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(6) Penalties for fraud in obtaining public assistance are prescribed 
(sec. 17). Such provision is contained at present only in the old 
assistance, Aid to the Blind, and Aid to Dependent Children laws, 
Cases of alleged fraud in the other two categories of assistance must 
be prosecuted under the crime of obtaining money under false pretense, 

(7) Procedure for filing and enforcing liens against the real property 
of any recipient of public assistance is prescribed (sec. 18). The 
present old-age assistance and aid-to-the-blind laws provide that 
assistance paid to an individual with interest at 3 percent becomes a 
preferred claim in favor of the District of Columbia on his estate at 
the time of death. There is no provision in the other three categories 
of assistance. 

(8) (a) The husband, wife, father, mother, or adult child of a 
recipient in any category of assistance shall, according to his ability 
to pay, be responsible for the support of such person (sec. 19). Under 
existing statutes relatives are made repens only in the old-age 
assistance and aid-to-the-blind laws. 

(b) The recipient of assistance or a person in need of assistance or 
the Commissioners may bring legal action to require support from the 
designated relatives (sec. 19). Under existing laws only the District 
of Columbia is empowered to sue responsible relatives. 

(c) Orders for support may be enforced in the same manner as 
orders for alimony in divorce cases (sec. 19). Under present law 
covering old-age assistance and aid to the blind, suit can be brought 
only to recover the amount of assistance already paid out. 

(9) The Comptroller General is authorized to relieve any disbursing, 
certifying, or approving officer of liability on account of any otherwise 
proper payment for public assistance made prior to the effective date 
of Public Law 84, 82d Congress (sec. 21). 

(10) The Commissioners are authorized to accept voluntary services 
in administering the provisions of the act. There is no such provision 
in present law (Sec. 23). 

The Commissioners are in full accord with the objectives sought to 
be attained by S. 1849 and urged its enactment at this session of the 
Congress. 

Time does not permit ascertaining the views of the Bureau of the 
Budget as to the relationship of this report to the program of the 
President. 

Yours very sincerely, 
Rosert E. McLavautin, 
President, Board of Commissioners, District of Columbia. 


Since one of the purposes of the bill is to make uniform the require- 
ments regarding relative responsibility, the Commissioners were re- 

uested to supply the committee with certain additional information. 

he reply to this request was contained in letters from the President 
of the Board of Commissioners and the Director of Public Welfare, 
under dates of June 5, 1957, and June 18, 1957, respectively, which 
are herewith made a part of this report: 

JuNE 5, 1957. 

This is in reference to the questions raised by the committee at the 
hearings held on S. 1849, on Tuesday, June 4, 1957. 

Referenco was made to section 19 of S. 1849, page 11, lines 2, 3, 4, 
and 5, and the quostion was raised as to the operational definition of 
the phrase “according to his ability to pay.” Specifically in regard 
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to old-age assistance, inquiry was made as to whether or not the Com- 
missioners and Welfare personnel agree that the primary responsi- 
bility of the adult, married male child is to provide an income suffi- 
cient to maintain his immediate family at a level of health and decency 
before being expected to provide for a parent. In reference to this 

uestion, you are advised that the present income scale used by the 
Department of Public Welfare, as adopted by the former Board of 
Public Welfare, and repromulgated by the Commissioners under Re- 
organization Order No. 58, pursuant to Reorganization Plan No. 5, 
shes into account the fact that primary responsibility of the adult 
married child as to provide income sufficient to maintain his family at 
an appropriate level of health and decency. The Commissioners 
intend to continue this policy under regulations to be promulgated 
pursuant to authority contained in S. 1849. 

The question was also raised as to whether or not in a similar case 
a married daughter, whose source of income is the income of her hus- 
band, would be expected to take from this income the support of a 
parent(s) if her husband’s income is above the “health and decency” 
standard. Similarly, under present regulations daughters whose 
only source of income is the source of their husband’s are not expected 
to take from this income to support their parent(s). This would 
have the effect of making the son-in-law responsible and he is not so 
defined as a responsible relative under the statute. The Commis- 
sioners intend to continue this regulation pursuant to authority con- 
tained in S. 1849. 

The question was also raised as to whether or not the Commissioners 
agree that at current cost-of-living figures the adult, male child, 
married with two children, ought to be expected to contribute to the 
support of his parent(s) only if his income exceeds $4,700 per year. 
Under present regulations contribution up to the total cost of care is 
expected from a man with a wife and two children only if net income is 
in excess of $4,072. This income is presently under revision and if 
adjusted to current cost of living, in all probability, would be higher 
than the $4,700 mentioned at the hearings. Therefore, the answer 
to this question is that such an adult, male child would not be expected 
to contribute under regulations to be promulgated by the Commis- 
sioners pursuant to authority contained in S. 1849. 

We strongly urge that no specific figure be written into S. 1849 in 
this respect because such a figure would vary dependent upon condi- 
tions in the family and on the current cost-of-living index. 

The best information that we have been able to accumulate at this 
time regarding how other States handle this question is taken from the 
Social Security Bulletin, volume 17, No. 4, April 1954, and volume 17, 
No. 5, May 1954. Most of the recent changes in State legislation have 
intended to strengthen provisions that encourage or require children 
to contribute toward the support of their parents to the extent of 
their ability. 

As summarized in these articles it appears that 12 States have 
no legislation of any kind establishing the duty of children to support 
their parents. Six States have some type of general-support legisla- 
tion in the tradition of the old poor laws that establishes the duty of 
children to support certain indigent parents. In these six States the 
old age assistance laws make no reference to the responsibility of 
Telatives. The other 33 States, including Alaska, Hawaii, arid the 
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District of Columbia, have public assistance legislation establishi 
responsibility of children for support. Twenty-seven States, as o 
October 1952, used an income scale or a similar specific method to 
determine ability to support. The income scales, however, are, 
spelled out in the laws of only six States—Alabama, California, Iowa, 
Massachusetts, Nevada, and Oregon. Detailed information con- 
cerning summaries of these various State laws and income scales are 
included in the above-mentioned articles which are attached for the 
information of the committee. 

In regard to the question as to the cost of payment of public assist- 
ance grants based on 100 percent of need, the Director of Public 
Welfare advises that it would amount to approximately $1,500,000 in, 
addition to anticipated 1958 appropriations and an additional $500,000 
to bring the present budget standard up to the current cost of living 
index. 

Sincerely yours, 
/s) Roxsert E. McLaucatin, 
President, Board of Commissioners, District of Columbia, 





JUNE 18, 1957. 

This is in reply to your inquiry concerning the additional cost to 
the District of Columbia of eliminating a grandchild as a responsible 
relative, as proposed in Senate bill, g 1849, District of Columbia 
Public Assistance Act of 1957. 

While no firm figure can be given, it is believed that the sdditional 
cost of this change would be negligible, if any. 

1. There are now no relative responsibility provisions in the aid to 
dependent children, aid to the permanently and totally disabled, and 
ayy public assistance categories of assistance, other than a parent 

or a dependent child in aid to dependent children; consequently, 
grandchildren are not now responsible in these three categories, nor 
would they be responsible under S. 1849. 

2. In a court case involving a grandchild in 1955, judgment was 
rendered in favor of the defendant, the grandchild, on the grounds that 
‘the District failed to prove that the sons and daughters did not have 
sufficient ability to support the old age assistance recipient. 

The court stated that the law imposes a duty of support upon a 
child and only secondarily upon grandchildren. In suits against 
grandchildren the District is required to prove that the recipient does 
not have a spouse, father, or child with sufficient ability to contribute. 

3. Agency records do not show any case in which a grandchild of 
an old age assistance or aid to the blind recipient has been ordered by 
a court to make a contribution for the support of his grandparents. 

4. At the present time there are 16 old age assistance relative re- 
sponsibility cases in various stages of preparation for suit. There 
are a total of 57 legally liable relatives in these 16 cases, of which 1 is & 
spouse, 37 are children, and 19 grandchildren. In only 2 of the 8 cases 
in which there are grandchildren are the grandchildren the only re- 
sponsible relatives in the case. 

These statistics indicate that in all but a very few cases there are 
relatives other than the grandchildren who have a primary duty of 

‘support, and that the elimination of grandchildren from the list of 
legally liable relatives in the proposed public-assistance bill will have 
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very little effect in terms of additional cost if the bill is enacted into 
law. 
Sincerely yours, 
Gerarp. M. Sue, 
Director of Public, Welfare. 


All witnesses testified in favor of the bill, however it was brought 
out, both in hearings on this measure and in previous hearings on the 
problems of hungry children in the District of Columbia, that the 
policy currently being followed by the District Commissioners of 
permitting only 83 percent of minimum subsistence needs to be given 
to welfare aid recipients, a policy whose sole justification according 
to the Commissioners’ testimony is that of financial stringency, is one 
that creates great hardship and one that should be modified. In order 
that a clear understanding of the 83 percent figure may be had, the 
Public Assistance Division Budget Standard was submitted to 
the committee, and is herewith made a part of this report: 


BUDGET STANDARD 


The present 83 percent is a percentage of a minimum 
budget derived from the following base: The Bureau of 
Home Economics and Human Nutrition of the Department 
of Agriculture has determined the quantities and kinds of 
food necessary for various individuals. The items included 
for the Washington area are those recommended by the 
National Research Council. These items, particularly with 
reference to food, were priced in the District of Columbia by 
a group composed of representatives of the American Red 
Cross, District of Columbia Department of Public Health, 
and the United Community Services. The 83 percent is 
related to the February 1953 price. The pricing was done 
in a manner utilized by the Bureau of Labor Statistics so that 
our budget can be related to the reports of cost of living 
index. For administrative purposes food allowances were 
grouped and averaged, which has the effect of reducing food 
food allowances slightly from the minimum adequate stand- 
ard, and which results in the fact that our present budget 
standard is 83 percent of something less than the prescribed 
minimum adequate budget but of something more than a 
bare subsistence level. 


The committee amendments seek to correct and to rectify the 
existing practice of imposing an arbitrary percentage figure as a 
ceiling on the grants without regard to the minimum subsistence 
needs of the welfare recipients, and in addition, they prohibit the 
imposition of a flat dollar amount ceiling without regard to the actual 
needs of these families. 

The estimated maximum annual cost of the proposed legislation as 
amended by the committee is $2 million. 

Enactment of this legislation will repeal the following acts: 

An act to provide aid to dependent children in the District of 
Columbia, approved June 14, 1944 (58 Stat. 277); and act to amend 
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the code of laws for the District of Columbia in relation to providi 
assistance against old-age want, approved August 24, 1935 (49 Stat, 
747); and an act to provide aid for needy blind. persons of the District 
of Columbia and authorizing appropriations therefor, approved 
August 24, 1935 (49 Stat. 744), as amended. 
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AMENDING THE ACT OF AUGUST 7, 1946, AS AMENDED, TO PRO- 
VIDE FOR THE EXCHANGE OF LANDS OF THE UNITED STATES 
AS A SITE FOR THE NEW SIBLEY MEMORIAL HOSPITAL 


Avaust 21, 1957.—Ordered to be printed 


Mr. Morsz, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany H. R. 8918] 


The Committee on the District of Columbia to whom was referred 
the bill (H. R. 8918) to further amend the act of August 7, 1946 
(60 Stat. 896), as amended by the act of October 25, 1951 (65 Stat. 
657), to provide for the exchange of lands of the United States as a 
site for the new Sibley Memorial Hospital; to provide for the transfer 
of the property of the Hahnemann Hospital of the District of Colum- 
bia, formerly the National Homeopathic Association, a corporation 
organized under the laws of the District of Columbia, to the Lucy 
Webb Hayes National Training School for Deaconesses and Mission- 
aries, including Sibley Memorial Hospital, a corporation organized 
under the laws of the District of Columbia, and for other purposes, 
after full consideration, report favorably thereon, without amend- 
ment, and recommend that the bill do pass. 


PURPOSES OF THE BILL 


H. R. 8918 upon enactment would accomplish the following: 

1. Authorize the Administrator of the General Services Administra- 
tion to exchange, at fair market value, the land now occupied by the 
Hahnemann Hospital (Kirby and N Streets NW.) for approximately 
12 acres of land on the Dalecarlia Reservoir tract formerly used by 
the National Training School for Girls, but abandoned by the District 
of Columbia government in March 1957, 

2. Provide for the orderly dissolution of the Hahnemann Hospital 
and its merger with the Sibley Memorial Hospital. 

3. Permit the lien that was attached to the Hahnemann Hospital 
land to be transferred to the new Sibley Memorial Hospital which 
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will be constructed on the Dalecarlia site and consolidated with the 
lien to be established as the result of this new construction. 

Extend to other hospitals constructed under the Hospital Center 
Act the privilege of transferring to their new sites any liens in favor 
of the United States against the ate such hospitals formerly occupied, 


GENERAL SERVICES ADMINISTRATION LETTER 


A letter from the Administrator of the General Services Administra- 
tion under date of August 5, 1957, to the chairman of the House 
District Committee, endorsing H. R. 8871, a bill previously introduced 
on the same subject, and also the present bill, H. R. 8918, which is 
this date being reported, is herewith made a part of this report. 


This is with reference to your request of July 26, 1957, for 
the views of this agency with respect to H. R. 8871, a bill to 
further amend the act of August 7, 1946 (60 Stat. 896), as 
amended by the act of October 25, 1951 (65 Stat. 657), to 
provide for the exchange of lands of the United States as a 
site for the new Sibley Memorial Hospital; to provide for 
the transfer of the property of the Hahnemann Hospital of 
the District of Columbia, formerly the National Homeo- 
pathic Association, a corporation organized under the laws 
of the District of Columbia, to the Lucy Webb Hayes 
National Training School for Deaconesses and Missionaries, 
including Sibley Memorial Hospital, a corporation organized 
under the laws of the District of Columbia, and for other 
purposes, and H. R. 8918, a similar bill. 

The bill would authorize the board of trustees of the 
Hahnemann Hospital of the District of Columbia (herein- 
after referred to as the Hahnemann Hospital), to transfer 
and convey to the Lucy Webb Hayes National Training 
School for Deaconesses and Missionaries, including Sibley 
Memorial Hospital, a corporation organized under the 
statutes of the United States relating to the District of 
Columbia (hereinafter referred to as the Sibley Hospital), 
upon such terms as may be approved by the Administrator 
of General Services all the property of the Hahnemann 
Hospital, and dissolve the same; the Sibley Hospital is 
further empowered to lease, sell, exchange, or otherwise 
dispose of all such property and apply the proceeds to the 
objects for which the Sibley Hospital is incorporated. 

The bill further authorizes the transfer to the United 
States of the site comprising the land and buildings of the 
Hahnemann Hospital located at N and Kirby Streets NW., 
in the city of Washington in exchange for the site of the 
former National Training School for Girls, at Loughboro 
Road and MacArthur Boulevard NW., not exceeding 12 
acres as the Administrator of General Services determines to 
be adequate as a site for the new Sibley Hospital. The 
exchange is to be made at fair value, and any differences in 
value is to be credited in the grant agreement to the appropri- 
ate transferee. The value of any interest the District of 
Columbia Government may have in the property as deter- 
mined by the Administrator of General Services is to be 
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credited against the amount repayable by the Commissioners 
of the District of Columbia pursuant to section 5 of the act of 
August 7, 1946 (60 Stat. 896), as amended. 

he bill further provides that any lien or encumbrance 
of the United States or the District of Columbia against the 
Hahnemann property created under authority of the act of 
March 3, 1893 (27 Stat. 552; title 32, D. C. Code, 1950 edi- 
tion, sec. 1003), or other law with respect to any lands 
acquired or buildings or improvements constructed thereon 
with moneys appropriated by the Congress shall be trans- 
ferred to and consolidated with the lien to be created upon 
acceptance by the Sibley Memorial. Hospital of a grant of 
funds from the Administrator of General Services under 
authority of the act of August 7, 1946, as amended, sub- 
ject, however, to any trust deed, mortgage, or other secu- 
rity or encumbrance existing on such property at the time 
of exchange, or which may be created for the construction 
of the new Sibley Memorial Hospital under the provisions of 
the act of August 7, 1946, as amended. 

H. R. 8918 contains a similar provision applicable, however, 
to all hospitals participating in the District of Columbia 
hospital program under the provisions of the act of August 
7, 1946. In order to effect a transfer of the lien the Admin- 
istrator of General Services must make a determination that 
the old hospital facilities are no longer required for hospital 
purposes. 

The land and buildings of the Hahnemann Hospital lo- 
cated on lots 803-804, square 555 at Kirby and N Streets 
NW., Washington, D. C., are assessed at $199,987 according 
to the records of the Assessor of the District of Columbia, 
The provisions of the proposed transfer follow, in general the 
provisions of the act of Aenea 8, 1882 (22 Stat. 376), making 
provision for the transfer of the National Soldiers’ and Sailors’ 
Orphan Home to the Garfield Memorial Hospital. Since we 
understand that Hahnemann and Sibley Hospitals already 
have determined to merge their operations, liquidation of the 
former would appear to be proper. The transfer of the physi- 
cal assets of Hahnemann in exchange for a new site for the 
merged hospital operations is favored by this agency as a 
means of reducing the total cost of this hospital grant-in- 
aid program. 

The records of this agency reflect that on April 3, 1952, the 
Sibley Hospital made application for a grant of funds in the 
amount of $4,691,000 for the construction of a hospital on the 
grounds of the American University under the provisions of 
the act of August 7, 1946, as amended by the act of October 
25, 1951, with funds appropriated by the act of July 15, 1952 
(66 Stat. 637). Progress with the project on the grounds 
of the American University has been delayed since the date 
of the grant application by rezoning proceedings commenced 
before the Zoning Commission of the District of Columbia by 
adjacent property owners and eventually litigated before the 
courts, the United States Court of Appeals for the District of 
Columbia sustaining the right to use the University grounds 
as a site for the Hospital on December 10, 1954. 
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Another important factor operating to delay the project 
is the fact that the campaign for funds for the new Sibley 
Hospital and Nurses’ Home, has not been supported as 
favorably as anticipated, due in large part, in all prob- 
ability, to the fact that it had been preceded by fund cam- 
paigns for Georgetown University Hospital, George Wash- 
ington University Hospital, Children’s Hospital, Providence 
Hospital, and by Arlington County, Va., and Prince Georges 
and Montgomery Counties, Md., organizations to enlarge 
and expand war-connected hospital facilities in those areas. 
Intervening construction cost increases have necessitated 
drastic revisions in the scope and phasing of the project. 

As a result of the foregoing conditions, Sibley Hospital, on 
March 23, 1956, submitted a revised application for a grant 
in the reduced amount of $4,348,540, with the construction 
of the project to be undertaken in 2 stages, the hospital 
itself at a most of $6,458,000, and the nurses’ home and 
training school at a cost of $2,239,080. 

Use of a part of the site of the former National Training 

School for Girls at Loughboro Road and MacArthur Boule- 
vard, as the site of the new Sibley Hospital and nurses’ home 
would make possible the construction of the project in an 
economical manner on a two-stage basis. The construction 
of the hospital would be undertaken first; the abandoned 
buildings of the National Training School for Girls would be 
modernized and renovated and utilized for the nurses’ 
dormitory and training-school purposes for whatever in- 
definite period of time would be required for the hospital to 
complete the building campaign for funds and arrange for 
additional financing to undertake the second stage of the 
project—the construction of the new nurses’ dormitory and 
training school, also on this site. 

The proposed new site, formerly used by the District of 
Columbia as the National Training School for Girls pursuant 
to the act of July 14, 1892 (27 Stat. 165), has now been 
vacated and the buildings thereon declared unsalvageable 
by the District of Columbia government. The Corporation 
Counsel of the District of Columbia has ruled that these 
lands belong to the United States and not to the District of 
Columbia. Such lands originally were acquired in June 
1857 as part of a larger tract in connection with the establish- 
ment of the Dalecarlia receiving reservoir of the water- 
supply system for the city of Washington. The President 
of the Board of Commissioners of the District of Columbia, 
by letter dated March 21, 1957, advised the Department of 
the Army that the National Training School for Girls had 
been abolished—that the site selected for it had been vacated 
and that the property was no longer required for the specific 
use authorized by the act of July 14, 1892. 

However, it is the view of this Agency that the Department 
of the Army is not authorized to assume custody and control 
of this property upon a cessation of use by the District of 
Columbia, but that the controlling statute is the Federal 
Property and Administrative Services Act of 1949, as 
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amended, the general purpose of which is to provide for the 
maximum utilization of excess property of the United States 
and for the disposal of property surplus to the needs and re- 
quirements of all Federal agencies, The General Services 
Administration has asserted custody and control over this 
property under the provisions of that statute. 

The act of February 25, 1885 (23 Stat. 310, 315), makes an 
appropriation of $15,000 for the purchase of the Hahnemann 
Hospital property the deed to which from the District of 
Columbia (liber 1151, folio 364, land records of the District of 
Columbia), requires the hospital in the event of sale of the 
property to refund this amount to the District of Columbia. 
The act of March 3, 1893 (27 Stat. 552), provides that ““* * * 
money appropriated and expended in aid of the purchase of 
real estate for charitable or reformatory institutions in the 
District of Columbia, or for buildings or for permanent im- 
provements to buildings thereon, shall (subject to any trust 
deed, mortgage, or other security or encumbrance existing on 
such property at the time of its purchase, or created at the 
time of its purchase) be a lien upon such property, and in 
case of the dissolution of any such corporation owning such 
property, or in ease of the disposal of such property, by such 
corporation, entitle the United States to reimbursement in 
proportion to any other contributions or funds used for such 
purposes; and the acceptance by any such corporation of any 
sum of money appropriated for the foregoing purposes shall be 
deemed an acceptance of and agreement to this provision.” 

The act of March 2, 1889 (25 Stat. 807), also referred to in 
the draft of bill, is identical with the act of March 3, 1893, 
quoted above, except that its application is restricted to the 
purchase of real estate. 

From 1866 to 1914 Congress appropriated in aid of land and 
buildings for Providence Hospital, $425,579.67; Hahnemann 
Hospital, 1881-1914, $126,168.62; Garfield, 1882-1914, 
$279,830; Emergency, 1912-16, $153,708; Children’s, 1878- 
1911, $60,000; and Columbia Hospital for Women, 1872- 
1913, $358,500. (See S. Doc. 207, 69th Cong., 2d sess., 
entitled ‘Charitable and Reformatory Institutions in the 
District of Columbia.’’) 

Subsequent to an expression of congressional intent in en- 
acting the act of June 28, 1952 (66 Stat. 287), that the provi- 
sions of the act of March 3, 1893, quoted above, creating a 
lien in favor of the United States with respect to the appro- 
priations referred to therein, shall also apply to the appropri- 
ations granted in the acts of June 10, 1872 (17 Stat. 360), and 
March 3, 1875 (18 Stat. 386), for the purchase by the United 
States of the property for the Columbia Hospital for Women 
and Lying-in Asylum, the General Services Administration 
has included in each grant agreement under the provisions of 
the act of August 7, 1946, as amended by the act of October 
25, 1951 (65 Stat. 657), a provision making applicable the 
provisions of the act of March 3, 1893, quoted above, without 
including, however, those provisions of the statute permitting 
the Government’s statutory lien to be subordinated to a pri- 
vate loan secured by a mortgage or deed-of-trust instrument. 











& AMENDING THE ACT OF AUGUST 7, 1946 


In effect, the provisions of the proposed bills relating to a 
transfers of liens, would increase for the time being the cost to 
the United States of providing adequate hospital facilities in 
the District of Columbia by the amount to which the Govern- 
ment would be entitled in event of dissolution of the corpora- 
tion holding title to the property subject to the lien, or in 
event of disposal of such property. If, as a matter of policy, 
the Congress determines it to be in the public interest to in- 
crease the Federal contribution to District of Columbia hos- 
pital facilities by such amount in this manner, this agency 
would have no objection to such action. 

The fiscal effect of this measure will not involve the expend- 
iture of additional funds in the total cost of the Sibley Hospi- 
tal project. 

For the reasons hereinbefore set forth the General Services 
Administration favors the enactment of both H. R. 8871 and 
H. R. 8918. 

Time does not permit the ascertainment of the views of the 
Bureau of the Budget as to the relationship of this report to 
the program of the President. However, views similar to 
those expressed herein were approved by the Bureau of the 
Budget in the report of this agency dated June 20, 1957, ona 
companion bill, Senate bill 1760, addressed to the chairman 
of the Committee on the District of Columbia, United States 
Senate. 

COMMITTEE COMMENT 


Hearings on the companion bill (S. 1760) were held by the Sub- 
committee on Public Health, Education, Welfare and Safety of the 
Committee on the District of Columbia on June 21, 1957, and July 
31, 1957. In addition, the members of the subcommittee inspected 
the site area on July 10, 1957, accompanied by the District Com- 
missioners and their staff, by representatives of the Corps of Army 
Engineers, by officials of the General Services Administration and by 
private proponents and opponents of the proposed legislation. 

The case made by the Department of the Army for asserting claim 
to the land formerly occupied by the National Training School for 
Girls rests upon the following: 

1. Legal title.—By letter dated June 21, 1957, to the Chairman of 
the subcommittee, the Secretary of the Army advised: 


The 12 acres of land of the United States that would be ex- 
changed under S. 1760 were acquired on June 6, 1857 as part 
of a larger tract in connection with the establishment of the 
Dalecarlia receiving reservoir of the water supply system for 
the city of Washington. Plans for “affording the cities of 
Washington and Georgetown an unfailing and abundant 
supply of good and wholesome water” had been authorized 
by the act of August 31, 1852 (10 Stat. 76,92). This author- 
ity was placed in the President who, by the act of March 3, 
1853 (10 Stat. 189, 206), was further authorized to proceed 
with this project “of bringing water into the city of Wash- 
ington, upon such plans and from such places as he may ap- 
prove.” The Washington Aqueduct, including the Dale- 
carlia Reservoir, was thereafter assigned to the Chief of En- 





AMENDING THE ACT OF AUGUST 7, 1946 7 


gineers (Acts of March 3, 1859 (11 Stat. 435) and March 2, 
1867 (14 Stat. 466); Revised Statutes, sec. 1800; 40 U. S. C, 
45). 

The land involved was selected, together with other lands 
of the reservoir that were previously returned to the Depart- 
ment of the Army, as the site for the Reform School for Girls, 
commonly known as the National Training School for Girls, 
as authorized by the act of July 14, 1892 (27 Stat. 165). Al- 
though the functions and facilities of the training school were 
transferred to the District of Columbia by the act of March 
16, 1926 (44 Stat. 208), title to the real property has remained 
in the United States. The property has continually been 
considered as being available, when required, for use in con- 
nection with the city of Washington’s water supply system. 

The President of the Board of Commissioners of the Dis- 
trict of Columbia, by letter dated March 21, 1957, advised 
the Department of the Army that the National Training 
School for Girls has been abolished, that the site selected 
for it by the Secretary of War, the Attorney General, and 
the Engineer Commissioner of the District of Columbia, as 
authorized by the above-cited act of July 14, 1892, has been 
vacated and that the property is no longer required for the 
specific use authorized by the aforementioned act. This 
notification was given to the Army, in the words of the 
President of the Board of Commissioners: 

“Since this property was acquired originally by the 
Federal Government for the expansion of the Dalecarlia 
Reservoir and Filtration Plant, the Commissioners of 
the District of Columbia wish to notify you that this 
property is no longer required for the specific use con- 
tained in the act of 1892.” 

On April 29, 1957, the Department of the Army relieved 
the District of Columbia of further responsibility for the 
acres by reassuming control and jurisdiction over the 
and. 


The committee is of the opinion, however, that, as asserted by the 
General Services Administration, upon abandonment by the District 
government the land reverted to the United States and properly 
comes within the purview of the General Services Administration for 
disposition according to the Federal Property and Administrative 
Services Act of 1949, as amended. 

2. Use of land.—The June 21, 1957, letter from the Department of 
the Army to the chairman of the subcommittee in this regard stated, 
in part, as follows: 


The Department of the Army is currently developing plans 
for the construction of additional facilities that will be re- 
quired to satisfactorily accommodate the expanding require- 
ments for water in the District of Columbia. The con- 
struction of additional service facilities adjacent to the 
expanded water-system structures is considered vital to the 
continued maintenance and operation of the plant and to 

rovide a safe and adequate water supply for the city of 
Washington. 
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The only available land suitable for construction of sup- 
porting facilities for an expanded Dalecarlia Reservoir is the 
tract recently vacated by the National Training School for 
Girls. The Department of the Army accordingly submits 
that the transfer and use contemplated by S. 1760 would not 
be in the public interest. 


Col. George B. Sumner, as a representative of the Corps of Army 
Engineers, in his written statement to the subcommittee said, in part, 
as follows: 


The land vacated by the National Training School for 
Girls is part of the original tract of 282 acres purchased 100 
years ago for an open receiving reservoir for the Washington 
water supply. The reservoir itself covers 46 acres, the additional 
236 acres having been acquired to protect the reservoir from 
encroachment with the accompanying threat of pollution and 
for the construction of future water supply works. 

In 1927, 70 years after the tract was acquired, the Dale- 
carlia Filter Plant was constructed on the reservoir grounds. 
This was the second of the two filter plants supplying the 
Washington water system, the first having been completed 
in 1905 just south of the Soldiers’ Home. 

Within 20 years water needs had increased far beyond 
plant capacity and the present expansion program was 
initiated as set out in House Document No. 480, dated 
February 19, 1946. This expanded system was designed to 
serve a population of 1,455,000 persons. However, since 
House Document 480 was published, Public Law No. 118 
was enacted by the 80th Congress, ist session, to authorize 
delivery of water from the District of Columbia system to 
the town of Falls Church, Va., or to any other competent 
State or local authority in the Washington metropolitan 
area in Virginia. Under this authority it is now possible 
to provide water service to Fairfax County, Va., which is 
experiencing a rapid increase in population. Previous acts 
authorize the furnishing of water to Arlington County, Va., 
and nearby areas in Maryland. To supply these areas with 
water from the District’s water supply system will require 
greater expansion of Washington Aqueduct facilities than 
was previously planned. It is reported that municipal 
planners expect the population of the area to increase to 
4 million by the year 2000. 

The land purchased for protection of the collecting reser- 
voir and for future plant expansion has been considerably 
encroached upon by water-plant construction. Of the original 
282 acres, there remain onty 50 acres suitable for expansion— 
the 15 acres occupied by the training school, and 35 acres along 
Dalecarlia Parkway. These 50 acres will provide room for 
expansion of the system when dictated by water demand. If 
this land is not reserved for water-plant expansion, and it 
should become necessary to procure other land elsewhere, 
the cost of expanding the system would be greatly increased 
because of the cost of connecting the additional plant to the 
existing system. 
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Placing a permanent structure, such as the proposed 
Sibley Hospital, on as little as 12 acres of this reserve area 
would not only remove land which will be critically needed 
in the future but will undesirably restrict the planning of 
future works. 

Although it is desirable to have no construction in proxim- 
ity to Dalecarlia Reservoir, waterworks structures are not 
potential hazards because any materials which might be 
carried into the reservoir by surface runoff would be materials 
ordinarily used in the process of purification of water. The 
wastes from shops and warehouses will pollute the water and 
the existing structures ot this type south of Dalecarlia Reser- 
voir must be removed to assure protection of the reservoir 
and to comply with the requirements of the Public Health 
Service for certification of the water supply. 

The planned location of these structures, as proposed in 
the present expansion program, is the site of the former 
training school. These structures will consist of permanent 
shops and storehouses, reservoirs, central heating plant, adminis- 
tration and security building, as well as outside storage area and 
automotive equipment and vehicle parking, all well screened 
from public streets. [Italic supplied.] 


The following excerpt regarding the Army Map Service contained 
in a letter addressed to the chairman of the subcommittee from the 
Deputy Chief of Legislative Liaison is made herewith a part of the 
report: 


The Army Map Service is the successor to the engineer 
reproduction plant, which was established in 1909 in space 
made available by the Army War College at Fort Hum- 
phreys, later designated as Fort McNair. During the 
expansion necessitated by the national emergency and World 
War II, the space at the Army War College was required 
for other vital purposes of the War Department while at 
the same time the engineer reproduction plant was expand- 
ing and itself needed more space. Land aggregating 16.41 
acres, originally acquired for Washington aqueduct purposes 
not then required for water supply purposes, was set aside 
as a war emergency measure for use by this facility. In 
May of 1942 the structure known as the Ruth Building was 
completed at a cost of $2,350,000. The activity was then 
relocated from Fort McNair and redesignated as the Army 
Map Service. Miscellaneous service structures, as detailed 
on the enclosed tabulation, were also constructed on this 
tract. 

Further expansion of Army Map Service activities led to 
the decision in March 1945 that additional lands should be 
acquired in Montgomery County, Md., near the Dalecarlia 
Reservoir. The War Department acquired fee title to 39.25 
acres of land with easements over an additional 1.23 acres, 
at a total cost of $82,220.76. The land on which Erskine 
Hall, the main Army Map Service Building was constructed 
at a cost of $4,570,000, is outside the drainage basin of Dale- 
carlia Reservoir. Although under abnormal conditions of 
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flash floods it has been noted that Little Falls Creek,which 
normally receives the area drainage, overflows into the 
reservoir area, this has not been and is not now considered 
a threat to the purity of the reservoir waters. 

The Army Map Service is staffed by a force of 102 military 
and 3,779 civilian personnel. Its operations this fiscal year 
will entail an expenditure of approximately $32 million. 
The initial total cost of the property utilized by the Army 
Map Service, exclusive of the above-cited $82,220 expended 
i land, is $14,412,868 as itemized in the attached tabu- 
ation. 

The Department of the Army and the Chief of Engineers 
in effecting interim maximum utilization of Government- 
owned property, recognized that the time would come when 
the lands would be required for the water supply purpose 
for which they were acquired. As indicated in the testimon 
before your committee, it appears that the full use of all 
lands will be necessary within the next 40 to 50 years to 
meet the anticipated water demands of the metropolitan 
Washington, D. C., area. Department of the Army long- 
range plans provide for the restoration to the Washington 
aqueduct of lands now used by the Beach Erosion Board 
and the Army Map Service at Dalecarlia Reservoir. The 
specific means of implementation will depend upon the 
development of these agencies in the next 25 to 30 years 
and their requirements at that time. 


The following testimony taken from pages 159, 160, 162, and 163 
of the July 31, 1957, hearings on the legislation is herewith made a 
part. of the report: 

Page 159: 


Senator CLark. What we are concerned with is: Why do 
you need the 12 acres outside the drainage basin? 

Colonel Sumner. On the assumption that we are going to 
need more than we have got inside the drainage basin. That, 
I say, I cannot support by figures, because I have figures only 
for what is now currently authorized and projected. 

Senator CrarK. But as I understand it, Colonel, what 
you plan to use the 12 acres for is to put up your shops? 

Colonel Sumner. That is right. And I said earlier that, 
if and when this need comes, we have got this land reserved 
by having shops there; and shops, I say, are much more 
readily removable than a hospital. 


Page 160: 


Senator CLark. Senator Morse and I—perhaps Senator 
Beall, too—felt that the shops could go somewhere else. Was 
your ultimate thought—I think I got this thought when 
we were on the trip—to use that 12 acres for another res- 
ervoir? 

Colonel Sumner. Yes, sir. Well, no; there is a reservoir 
included in the figures now, too. That is a low service re- 
servoir which takes up part of it. But actually it reduces the 
area very little. I think that it is to about 9 acres. 
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Senator Crarx. What would you ultimately use the 12 
acres for? 

Colonel Sumner. That is pretty hard to say, because we 
are in the field of assumptions now. It can be used for a re- 
servoir; it could be used for a filtration plant. But, right 
now, we are up against the problem of what we are going 
to do with the shops if we are told to get out. 


Page 162: 


Senator Morss. I would judge, from what you have 
testified, that certainly, as of now, this particular 12 acres 
is not needed for filtration purposes for water supplied to the 
District of Columbia, as of now. 

Colonel Sumner. That is so; yes, sir. 

Senator Cirarkx. And would you be willing to hazard an 
educated guess as to how soon it would be needed for water 
supply purposes, as distinguished from a site for your shops? 

Colonel Sumner. That takes us out in the realm of are we 
going to furnish water to Maryland. Assuming we are, 
I would say within the next 25 years. 


Page 163: 


Senator Morsz. May I ask one more question? Do you 
know of any reason outside of temporary convenience, why 
the Beach Erosion Board and the Army Map Service should 
be located on this particular site? 

Colonel Sumner. It seems to me a very large economic 
question is involved in moving. That applies to us, too, the 
shops and warehouses. We are going to have to have money 
if we move them. 

Senator Morsr. Our decision as to this phase of the prob- 
lem ought to rest on whether or not we think it would be 
sound economically, in view of these other values, to move 
these plants. 

Colonel Sumner. Yes, sir. 


The physical inspection of the proposed hospital area caused the 
subcommittee to request additional information from the Corps of 
Army Engineers and the District government about buildings and 
structures within the draimage area of the reservoir used by the Corps 
of Engineers and the Army Map Service for purposes unconnected 
with the water supply of the District. In the opinion of the com- 
mittee the replies received and the testimony taken upon these 
aspects of the water supply problem of the District of Columbia 
greatly weakened the case made for vesting the control of this 12-acre 
site with the Corps of Army Engineers as vitally necessary to the 
preservation of the water supply of the District. The committee, 
however, wishes to note with approval that long range plans of the 
Corps of Engineers and the Department of the Army provide for the 
restoration to the Washington Aqueduct of lands now used by the 
Beach Erosion Board and the Army Map Service at Dalecerlia 
Reservoir. It suggests that early implementation of these plans be 
made, in order that all potential hazards to the water supply may 
be eliminated from these sources, 
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THE VIEWS OF THE DISTRICT COMMISSIONERS 


The Commissioners of the District of Columbia, by letter dated 
June 21, 1957, to the chairman of the committee objected forcefully 
to the proposed legislation upon two major grounds: 

(1) that because of existing legislation (the act of June 26, 
1947), the District is required to provide water, not only for the 
District proper, but also for the rapidly increasing population in 
nearby areas of Virginia and Maryland; and 

(2) that the lien provisions of H. R. 8918, permitting the trans- 
fer to new sites of existing encumbrances on the old site properties 
occupied by hospitals affected by the legislation, deprive the 
District of money that it could otherwise expect to receive upon 
the sale of the old hospital lands. 

The committee, with respect to the second objection, is of the 
opinion that the District will suffer no long-range financial hardship 
from the deferment of the payment of these liens. The liens continue 
in existence at the new sites, and further the service being provided at 
the new sites is the same type of service that occasioned the original 
loans. In addition, the committee is aware that the practical effect 
of the transfer provisions can only result in benefit to the inhabitants 
of the District since all money realized by the sale of the old sites will 
be used by the hospitals, which are nonprofit institutions, to build 
and equip the newly constructed hospitals. 

With respect to the first point, the committee was apprised of the 
plans of the Washington Suburban Sanitary Commission for future 
construction; it noted that within the Dalecarlia reservation some 
31 acres of land, within the drainage area, are currently being used 
for purposes unconnected with the water supply, and that in addition, 
there are some 35 acres of parkway which can be used for future 
expansion of water supply facilities. It also noted that the testimony 
shows that the 12 acres for the hospital purpose is outside the drainage 
area and that it is on the perimeter of the reservation, and that 
consequently there is no question of possible pollution of the water 
supply from the use of this area for hospital site purposes. 

Other testimony convinced the committee that the water needs of 
the metropolitan area in the next half century and beyond are of 
such a nature and magnitude that more comprehensive plans to meet 
the situation are needed. These plans should look to making pro- 
vision for sources and treatment facilities in the areas beyond the 
District boundaries but integrated into a metropolitan system suff- 
cient to secure abundant water for all of the communities within the 
metropolitan area. The development of the Washington Suburban 
Sanitary Commission facilities and the network of private water 
companies in areas of Virginia, together with the District water 
system, provide the nucleus of such.a metropolitan system. It is 
recommended that cooperative studies be carried out leading to the 
development of an interstate compact to regulate the operations of 
such an integrated metropolitan water authority. 

However, since the committee found that the use of the 12-acre 
Loughboro site, which is outside the drainage area of the Dalecarlia 
Reservoir, would not within the next 40 to 50 years be needed for a 
water-use facility per se, it concludes that the hospital-site purpose is 
in the public interest as the highest use of this land. The committee 





AMENDING THE ACT OF AUGUST 7, 1946 13 


recognizes that many residents of the area adjoining the site expressed 
opposition to the location of a hospital faci ity in the area. It ap- 
preciates also the opposition of the National Capital Planning Com- 
mission, which was based in part on the use of this land as the location 
for a possible bridge approach. But overweighing these considerations 
in the minds of the committee was the realization that from the 
standpoint of ultimate utility to all of the residents of the District 
the location of a modern hospital in this area is most desirable. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, are 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets, new matter is printed in italic, existing law in which 
no change is proposed is shown in roman): 


(60 Stat. 896; 65 Stat. 657) 


Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That in order to 
provide more adequate hospital facilities in the District of Columbia 
the Federal Works Administrator is authorized to acquire land and 
construct buildings and to these ends is empowered: 

(a) to acquire prior to the approval of title by the Attorney 
General) without regard to sections 1136, as amended, and 3709 
of the Revised Statutes) improved or unimproved lands or 
interests in lands in the District of Columbia by purchase, dona- 
tion, exchange, or condemnation (including proceedings under 
the Acts of August 1, 1888 (25 Stat. 357), March 1, 1929 (45 Stat. 
1415), and February 26, 1931 (46 Stat. 1421)) for such hospital 
facilities; 

(b) by contracts or otherwise (without regard to sections 1136, 
as amended, and 3709 of the Revised Statutes, and section 322 of 
the Act of June 30, 1932 (47 Stat. 412)), prior to approval of title 
by the Attorney General, to make surveys and investigations, to 
plan, design, and construct hospital facilities in the District of 
Columbia on lands or interests in lands acquired under the pro- 
visions of subsection (a) hereof or on other lands of the United 
States which may be available (the transfers of which for this 
purpose by the Federal agency having jurisdiction thereof are 
hereby authorized notwithstanding any other provision of law), 
provide proper approaches thereto, utilities, and procure neces- 
sary materials, supplies, articles, equipment, and machinery, and 
do all things in connection therewith to carry out the provisions 
of this Act; and 

(c) To make grants to private agencies in cash, or in land or 
other property (which the Administrator is hereby authorized to 
acquire for such purpose by purchase, condemnation, or other- 
wise including the transfer to the Lucy Webb Hayes National Train- 
ing School for Deaconesses and Missionaries, including Sibley Me- 
morial Hospital, a corporation organized under the laws of the District 
of Columbia, hereinafter referred to as “Sibley Memorial Hospital’, 
of so much of the lands of the United States reserved for a site for the 
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National Training School for Girls the Act of July 14; 1892 
(27 Stat. 165), as amended, not exceeding twelve acres, as the Ad- 
ministrator determines will provide an adequate site for the new 
Sibley Memorial Hospital and Nurses Home project, in exchange 
for the transfer by the ont Memorial Hospital, as hereinafter 
provides, of the land and buildings comprising the site of the 
spital and nursés home now held by the Hahnemann Hospital of 
the District of Columbia, formerly the National Homeopathic Asso- 
ciation, a corporation organized under the laws of the District of Columbia 
hereinafter referred to as Hahnemann Hospital, upon such terms a 
conditions as the Administrator determines to be in the public interest: 
Provided, That the exchange of properties herein authorized shall not be 
made until the Administrator jrnian the fair market value of the 
ee ce properties to be exchanged and credits in the grant agreement 
to be executed between the United States of America and the Sibely 
Memorial Hospital to the appropriate transferee the amount by which the 
value of one property exceeds the value of the other property: Provided fur- 
ther, That the value of any interest in the properties to be exchanged which 
the District of Columbia may have, as Letaliel by the Administrator 
of General Services, shall be credited against the amount repayable by 
the Commissioners of the District of Columbia pursuant to section 6 
of this Act: Provided further, That the Administrator may, in his 
discretion, with the consent of the Sibley Memorial Hospital, defer 
the exchange of deeds to such properties until such time as construc- 
tion of the new Sibley Memorial Hospital and Nurses Home is de- 
termined by him to have been substantially completed: And provided 
further, That the board of trustees of the Hahnemann Hospital are 
hereby empowered to transfer and convey to the Sibley Memorial Hospi- 
tal, upon such terms as may be approved by the Administrator, 
all the property, real, personal, and mized of the Hahnemann Hos- 
ital, and dissolve the same; and the Sibley Memorial Hospital is here- 
y empowered to lease, sell, exchange, or otherwise dispose of all such 
property and apply the proceeds to the objects for which the Sibley Mem- 
orial Hospital 1s incorporated: Provided, however, That the provisions 
of this Act shall not be construed to make the United States liable in any 
way on account of said transfer, or the changing of the direction of an 
charitable trust involved in such action) upon such terms and in oa 
amounts or of such value as the Administrator may deem to be in the 
ublic interest to enable such private agencies to make surveys and 
investigations, to plan, design, construct, remodel, relocate, rebuild, 
renovate, extend, equip, furnish, or repair hospital facilities in the 
District of Columbia: Provided, That in no event shall the amount 
or value of the grant exceed 50 per centun of the value of the hospital 
lant of a private agency as improved with the aid of such grant: 
Provided further, That, except in the case of the construction and equip- 
ment of a new hospital, no such grant shall be made to any private 
agency unless such private agency shall obligate itself to pay at 
least 50 per centum of the cost of any project for which such grant 
is made. As used in this Act, the term “private agencies” shall 
mean any nonprofit private agencies operating hospital facilities 
in the District of Columbia. 

Sec. 2. Notwithstanding any other provision of law, whether relat- 
ing to the acquisition, handling, or disposal ot real or other property 
by the United States or to other matters, the Federal Works Admin- 
istrator, with respect to any hospital facilities acquired or constructed 
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under the provisions of this Act, is authorized to enter into leases with 
private agencies for the operation and maintenance of such hospital 
facilities or usable separable portions thereof upon such terms, 
including the period ot any such leases, annual rentals, provision for 
joint use of facilities, provisions for operation, maintenance, repair, 
and replacement of buildings, equipment, machinery, and furnishings 
and appropriate security to assure the pertormance of any such leases, 
and to sell for cash or credit or to convey in exchange for other proper- 
ties any such hospital facilities or usable separable portion thereof 
to private agencies on such terms as may be deemed by the Adminis- 
trator to be in the public interest: Provided, That all hospitals partici- 
pating in such center shall be required either to convey to the Govern- 
ment, free and clear of all incumbrance, the land and buildings now 
held by them or to sell the same at such prices as is agreed to and 
approved by the Federal Works Administrator and to pay the pro- 
ceeds thereof to the Government at the option of the Federal Works 
Agency. 

Sec. 3. In carrying out the purposes of this Act, the Federal Works 
Administrator shall provide a hospital center of such size and design 
as he shall deem feasible and economical of operation. 

Sec. 4. In carrying out the provisions of this Act the Federal Works 
Administrator is authorized to utilize the services of or to act through 
the United States Public Health Service in the Federal Security 
Agency, the Federal Works Agency, and any other department or 
agency of the United States, and any funds appropriated pursuant to 
this Act shall be available for transfer to such department or agency 
in reimbursement thereof. 

Sec. 5. Fifty per centum of the net amount expended by the 
Federal Works Administrator under this Act shall be charged against 
the District of Columbia and shall be repaid to the Government by 
the Commissioners of the District of Columbia at the annual rate, 
without interest of 3 per centum of such 50 per centum. The District 
of Columbia shall be entitled to 50 per centum of the sale price of any 
of the properties sold by the Federal Works Administrator under 
section 2 of this Act, other than properties the value of which is 
deducted from the gross amount expended to determine the net 
amount upon which the 50 per centum to be charged against the 
District of Columbia is computed, and the District of Columbia shall 
also be entitled to receive 50 per centum of any rentals received from 
the leasing of any of the hospital facilities acquired or constructed by 
the Federal Works Administrator under this Act. The amounts 
which may be due the District hereunder shall be credited on the 
amount owed the Government by the District of Columbia until 
such obligation of the District is discharged in full. 

Sec. 6. For carrying out the purposes of this Act, including adminis- 
trative expenses, there is hereby authorized to be appropriated during 
the period ending June 30, 1958, the sum of $36,710,000 to be appro- 
priated at such times and in such amounts as the Congress shall 
determine. 

Sec. 7. The Administrator, upon application of any private agency 
partuipating under the provisions of this Act, with respect to any len or 
encumbrance of the United States created prior to June 28, 1941, under 
authority of the Act of March 3, 1898 (27 Stat. 552; title 32, D. C. Code, 
1950 edition, sec. 1003), or similar statutory provision including but not 
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limited to the Act of February 25, 1885 (23 Stat. 310), the Act of March 2 
1889 (25 Stat. 807), the Act of March 4, 1907 (34 Stat. 1295, 1350), a 
the Act of July 28, 1866 (14 Stat. 310, 317), as amended and supple- 
mented, existing upon or against any lands acquired or buildings or 
improvements constructed thereon, with moneys in whole or in part 
appropriated or expended under authority of any Act of Congress, which 
lands and improvements are now held by any nonprofit private hospital 
agencies operating hospital facilities in the District of Columbia and 
participating in the District of Columbia Hospital program under the 
provisions of this Act, and which are determined by the Administrator to 
be no longer required for hospital purposes, shall equitably determine the 
amount to which the United States would be entitled to rembursement in 
the event of the dissolution of any such prvente agency or in the event of 
the disposal of such property by any such private agency, by ascertaini 
as near as may be practicable the proportionate amount which any suc 
lien bears to any other contribution or fund used for such purposes; and 
he lien in the amount so determined, upon acceptance by any such 
agency, shall be transferred from and in discharge of the old hospital site 
to and become a lien against the land upon which the new hospital 
facilities have been constructed or otherwise provided for any such private 
agency under the provisions of this Act, as amended: Provided, That any 
such lien so transferred shall be consolidated with the lien created upon 
the acceptance of any grant of funds from the Administrator of General 
Services Administration under authority of this Act, as amended and the 
provisions of the Act of March 3, 1893 (27 Stat. 552), and shall be 
subordinate to any deed of trust, mortgage, or other security or encum- 
brance on such property then existing, or hereafter created for the purpose 
of providing new or additional hospital facilities. 


O 
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ATOMIC ENERGY COMMISSION APPROPRIATION 
BILL, 1958 


Avaust 22, 1957.—Ordered to be printed 


Mr. Haypen, from the Committee on Appropriations, submitted 
the following 


REPORT 


[To accompany H. R. 9379] 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 9379) making appropriations for the Atomic Energy Com- 
mission for the fiscal year ending June 30, 1958, and for other purposes, 
report the same to the Senate with various amendments and present 
herewith information relative to the changes made. 


Amount of bill as passed House__....-...--..---- $2, 299, 718, 500 
Amount of increase by Senate___.........-..----- 23, 914, 000 

Amount of bill as reported to Senate__..._.- 2, 323, 632, 500 
Amount of appropriations, 1957.__....--....-----. 1, 898, 700, 000 


Amount of regular and supplemental estimates, 1958. 2, 491, 625, 000 


The bill as reported to the Senate: 


Under the estimates for 1958............---- 167, 992, 500 
Over the appropriations for 1957__.........-.. 424, 932, 500 
SUMMARY 


The total of the estimates considered by the committee is $2,491,- 
625,000, consisting of $2,377,000,000 in the original budget submission 
for “Operating expenses” and $114,625,000 in the supplemental esti- 
mate for “Plant acquisition and construction.” The committee 
recommends appropriations totaling $2,323,632,500, or restorations 
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2 THE AEC APPROPRIATION BILL, 1958 


totaling $23,914,000, for a reduction of $167,992,500 in the total 


estimates. 
OPERATING EXPENSES 


Restorations are recommended for “Operating expenses” under the 
following programs: 


I ee tenance mae $1, 500, 000 
ee ingwilehemakeaknad ean 11, 600, 000 
Dison Ge mane ys ak 6555 ek dosent sy ee ck 3, 000, 000 
Program direction and administration.._........-.------------.-- 2, 814, 000 

a a ad a aul wine 18, 914, 000 


The total amount provided is $2,215,470,000, which is $161,530,000 
below the budget estimate of $2,377,000,000. 


REACTOR DEVELOPMENT PROGRAM 


The committee recommends restoration of $1,500,000 for the reactor 
development program, to be expended for research and development 
in Commission laboratories to advance the technology of the fast 
breeder concept. 

In the bill as reported to the House, funds were included to cover 
the balance of the cooperative arrangements under the Commission’s 
power demonstration program for the first and second rounds of 
proposals, being Consumers Public Power District, Nebraska, under 
the first round, and Rural Cooperative Power Association, Minnesota; 
Wolverine Electric Cooperative Association, Michigan; City of Piqua, 
Ohio, and Chugach Electric Association of Alaska, under the second 
round. By an amendment on the floor of the House, $30,000,000 
was added to provide for such proposals as may be received under the 
third round. Two proposals have been received by the Commission, 
from Northern States Power Group, Minnesota, and from Florida 
Nuclear Power Group, Florida. 

The committee agrees with the House allowance, within the funds 
available for the reactor development program, of $3,000,000 to be 
used for development, design, and engineering of project 58-e-14, a 
natural uranium, graphite moderated, gas-cooled, power reactor 
prototype. 

The committee also agrees with the House direction that $2,000,000 
of the funds available under the special nuclear materials program 
shall be used for development, design, and engineering for project 
58-b-8, a large-scale single- or dual-purpose reactor for the production 
of special nuclear materials. 


PHYSICAL RESEARCH 


The committee recommends restoration of $11,600,000, to provide 
the full budget estimate of $71,000,000 for physical research. The 
committee believes that the basic research in the physical sciences 
carried on under this program is vitally important to the whole 
atomic-energy program, and should be forwarded vigorously. 


BIOLOGY AND MEDICINE 


The committee recommends restoration of $3,000,000, to provide 
the full budget estimate of $36,000,000 for biology and medicine. In 
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connection with the many areas covered by this program, the com- 
mittee believes the studies of fallout are of sestiandi importance and 
should be intensified within whatever funds can be made available for 
the purpose. 


PROGRAM DIRECTION AND ADMINISTRATION 


The committee recommends restoration of $2,814,000, to provide 
a total of $43,414,000 for program direction and administration, 
which is $200,000 below the budget estimate. 


SELECTED RESOURCES 


The committee agrees with the House reduction of $157,000,000 
through reducing from 6 months to 3 months the period for pre- 
financing of industrial contractors in operating Commission facilities. 
In this connection, the committee believes that 3 months is the mini- 
mum period that should be provided for. 


LIMITATIONS 


The committee recommends restoration of $7,500, to provide a 
total of $30,000 for the limitation on official entertainment expenses. 

The committee recommends restoration of $1,100,000, to provide 
a total of $46,100,000 for the limitation for personal services. 


PLant AcQUISITION AND CONSTRUCTION 


The committee recommends an addition of $5,000,000, to provide 
funds for project 58-e-15, plutonium recycle experimental reactor, as 
authorized in Public Law 85-162. The committee believes it is 
important that the construction of this project be initiated during 
the current fiscal year. Funds for research and development on this 
reactor are included under “Operating expenses” in the amount 
of $4,000,000. 

The total amount recommended for plant acquisition and construc- 
tion is $108,162,500, which is $6,462,500 below the budget estimate. 
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1st Session No. 1081 





HURRICANE TIDAL FLOOD PROTECTION FOR NEW BED- 
FORD, FAIRHAVEN, AND ACUSHNET, MASS. 


Avucust 22, 1957.—Ordered to be printed 


Mr. Kerr, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany S. 1587] 


The Committee on Public Works, to whom was referred the bill 
(S. 1587) authorizing the construction of protective measures in the 
city of New Bedford, Fairhaven, and Acushnet, Mass., having con- 
sidered the same, report favorably thereoh with an amendment and 
recommend that the bill as amended to pass. 

The amendment is indicated in the bill as reported by line type and 
italics. 

PURPOSE 


The purpose of the bill is to authorize construction of protective 
measures in the city of New Bedford and the town of Fairhaven, 
Mass., to provide protection from hurricane tidal floods for New 
Bedford, Fairhaven, and Acushnet, Mass., in accordance with the 
recommendations of the Chief of Engineers in Senate Document 
No. 59, 85th Congress, at an estimated Federal cost of $15,490,000. 


DESCRIPTION OF PROJECT 


Location—New Bedford and Fairhaven are located on the west 
shore of Buzzards Bay, an arm of the Atlantic Ocean, in Bristol 
County, Mass., about 50 miles south of Boston. The town of 
Acushnet adjoins Fairhaven on the north. 

Report authorized by.—Public Law 71, 84th Congress, 1st session, 
approved June 15, 1955, and resolution of the Committee on Public 

orks, United States Senate, adopted November 9, 1954. The report 
was transmitted to Congress on August 9, 1957, and was published as 
Senate Document No. 59, 85th Congress. 

Existing projects—There is no Federal project for control of hurri- 
cane tides in the area. The existing navigation project provides for 
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main channel from deep water in Buzzards Bay into the New Bedford 
Harbor, with necessary branch channels and maneuvering areas and 
anchorages. 

Plan of recommended improvements.—Construction of a main harbor 
barrier 4,430 feet from New Bedford to the south end of Palmer 
Island, with a gated navigation opening and gated conduit, and a 
connecting dike and seawall at the west end about 4,200 feet long; a 
dike and seawalls at the head of Clark Cove about 5,920 feet long; a 
dike in southeast Fairhaven about 3,620 feet long; together with 
related drainage and stoplog structures, and an interceptor sewer in 
lieu of a pumping plant. 


Estimated cost (1956 price levels) 





Item | Federal Local Total 
Construction of barrier, dikes, and walls.................-.-.. $15, 110, 000 $1, 560, 000 $16, 670, 000 
Modifications to sanitary sewers...................-.--.-..--- SOE Baccuisnaniinnse 380, 000 
ee Oo nen SbietibintponSbpecicbceiel Shbiiieine Se abii 110, 000 110, 000 
EE Sit ntnnuikciarlitinbaeminhatenupibrgenlandhaacnoahanse 40, 000 40, 000 
NN Ret eee 15,490,000 | 1, 710, 000 | 17, 200, 000 








kdb basencwwcmasccan $691, 000 
Annual benefits: 

I Oo sacl ea ecb cabis a ates as Seats ei atari 943, 000 

Elimination of emergency preparation..............--------..- 44, 100 

ee eS Ss SL CU aN. vl See JUL. 987, 900 

IN. 6 ane chun cininnncsida piskwnesedodwanenecnmenpenel 1.4 to 1.0 


Local cooperation.—(a) Provide without cost to the United States 
all lands, easements, and rights-of-way necessary for construction of 
the project; (6) hold and save the United States free from damages 
due to the construction works; (¢) accomplish without cost to the 
United States all changes, alterations, additions to, or relocations of 
any buildings and utilities made necessary by the works; (d) maintain 
and operate all the works, except the main harbor barrier, after 
completion; and (e) contribute in cash, in lieu of annual maintenance 
and operation of the main harbor barrier, 9.1 percent of the construc- 
tion cost of the project, now estimated at $1,560,000. 

Benefits —The New Bedford-Fairhaven area has experienced heavy 
tidal-flood losses in recent hurricanes. The need for protection is 
very urgent, particularly in the industrial center of New Bedford, 
which sustained over $23 million in damages during the 1954 hurricane. 
The average annual damages are estimated at $993,300. The recom- 
mended. improvements will have a top elevation 20 and 22 feet above 
mean sea level, and appear to be the most satisfactory solution for 
the protection of life and property from hurricane tides in the area. 


COMMITTEE HEARINGS 


The Subcommittee on Flood Control, Rivers and Harbors, held & 
public hearing on S. 1587 on August 8, 1957. At this hearing testi- 
mony was received from Senators Saltonstall and Kennedy from Mas- 
Sachusetts and from a representative of the Corps of Engineers. Thé 
witnesses expressed their views with regard to the urgent need for the 
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recommended project to provide protective measures for the New 
Bedford-Fairhaven area. The project was stated to have the com- 
plete support of local officials, local commercial and industrial inter- 
ests, and property owners throughout the area. They expressed the 
interest and support of the Members of Congress from the area for 
the project, and urged early and favorable consideration of the legis- 
lation. There was no opposition to the project. 


GENERAL STATEMENT 


The committee is aware of the terrific loss of life and property from 
hurricanes in the New England area in recent years. Immediately 
after the severe hurricanes of 1954, the committee held extensive 
hearings and Public Law 71, 84th Congress, was enacted, providing 
for a survey of the eastern and gulf coasts of the United States to 
determine possible means of alleviating damages to the coastal areas 
from hurricanes and tidal floods that accompany them. Approxi- 
mately $3 million has been appropriated to carry out this hurricane 
study. In addition, many millions have been appropriated for con- 
struction of flood-control projects to provide flood protection along 
streams from upstream flooding caused by torrential rains that accom- 
pany the hurricanes. 

Violent storms have been recorded in the New Bedford-Fairhaven 
area since 1635. Records indicate that approximately 25 tropical 
hurricanes have struck the area, and in recent years the hurricanes of 
1938, 1944, and 1954 have been particularly devastating. The 1938 
hurricane caused damages of about $32 million and that of 1954 
caused damages in excess of $23 million. The damages which could 
have been prevented in recent years had the recommended project 
been in existence total almost $60 million. 

Information was presented to the committee as to the critical 
importance of this project to the economy of the New Bedford- 
Fairhaven area, which is highly industriahzed and employs about 
40,000 persons in 270 establishments. The harbor area protected 
from the ravages of storms is not only important to the commerce 
which flows through this important port, but the availability of 
industrial sites which are safe from destructive tides are essential to 
the future economic welfare of this community. 


DISCUSSION 


The committee has given careful consideration to the information 
presented at the hearing, and realizes the necessity of providing some 
measure of protection from severe tidal flooding caused by hurricanes 
to highly concentrated industrial and commercial centers in our 
coastal cities, where economically feasible. It sees little difference in 
flooding caused by water being blown in from the sea, and similar 
flooding caused by excess runoff from headwater areas of streams. 
In fact, the salt-water flooding might produce heavier proportionate 
damages. 

Enactment of Public Law 71, 84th Congress, was recognized as a 
departure from past procedures in providing flood protection, but was 
believed necessary to study methods of providing flood protection 
from hurricanes, a study of their behavior, and improvement in the 
method of forecasting and warning. The New, Bedford-Fairhaven 
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event was the first one studied and reported on by the Corps of 
ngineers. 

The committee has been advised that studies of additional areas 
will be completed and interim reports submitted from time to time, 
with all the studies authorized by Public Law 71 completed by about 
1960. The committee thus has no estimate of the ultimate cost of 
the total program that might be recommended as a result of the 
studies. It will doubtless be considerable, but the committee believes 
that it will be a worthwhile and essential program. 

Public Law 71 states: 


* * * and of possible means of preventing loss of human lives 
and damages to property, with due consideration of the eco- 
nomics of proposed breakwaters, seawalls, dikes, dams, and 
other structures, warning services, or other measures which 
might be required. 


The recommendation for a harbor barrier, seawalls, dikes, related 
drainage and stoplog structures at New Bedford and Fairhaven com- 
plies fully with the provisions of the law. 

The committee notes the annual benefits of almost $1 million at- 
tributed to the project. These figures are computed on property 
damage and emergency preparation or scare damage each time a 
hurricane threatens. The figures do not include the safety and security 
of the residents of the area who might be lost by future disastrous tidal 
floods. This perpetual danger of hurricanes occurring at any time is 
ever present and severely retards the plans for expansion of the 
community. 

In a local protection project of this nature it is customary for local 
interests to assume the operation and maintenance. It is noted that 
the Chief of Engineers recommends that local interests perform those 
functions for the walls and dikes, but that the Corps of Engineers 
maintain and operate the main harbor barrier because of its relation- 
ship to the navigation channel. In connection with local operation 
and maintenance of the harbor barrier, the Chief of Engineers recom- 
mends that local interests contribute in cash, in lieu of annual pay- 
ments, 9.1 percent of the construction cost of the project, presently 
estimated at 1,560,000. The committee considers this an adequate 
and satisfactory local contribution toward the cost of the project. 

The committee is cognizant of the following comment by the Bureau 
of the Budget on the two reports of the Chief of Engineers on hurri- 
cane protection: 


The Bureau of the Budget would recommend that these 
two projects not be authorized until there has been an oppor- 
tunity to review further the implication of the new Federal 
hurricane flood protection proposed by the Chief of Engi- 
neers. In view of the predominantly local character of the 
benefits anticipated from these projects, it is considered es- 
pecially important that further study be given to the degree 
of non-Federal participation in the cost of these projects. 


The committee is not in agreement with the comments of the Bureau 
of the Budget. It believes that the urgency of this project and its 
benefits fully justify its authorization at this time, without waiting 
for completion of additional studies of the hurricane flood protection 
program. The benefits are local in character but are computed on 
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flood damages prevented, without any benefits credited for land 
enhancement values or change in land use. The requirements for 
local cooperation are the same as for similar local protection. projects 
on the many rivers and streams of our Nation, and are considered 
adequate by the committee. 

The committee, therefore, recommends enactment of this legislation 
so that construction on the project can be initiated and its completion 
and the resulting benefits therefrom realized at an early date. 

The report of the Chief of Engineers on this project and the com- 
ments of the Bureau of the Budget are as follows: 


DEPARTMENT OF THE ARMY, 
Orrice OF THE CHIEF OF ENGINEERS, 


Washington, D. C., June 25, 1957. 


Subject: New Bedford, Fairhaven, and Acushnet, Mass. 
To: The Secretary of the Army. 


1. I submit herewith for transmission to Congress the report of the 
Board of Engineers for Rivers and Harbors in complete response to 
the resolution of the Committee on Public Works of the Senate, 
adopted November 9, 1954, requesting the Board to review reports on 
New Bedford Harbor, Mass., printed in House Document 348, 71st 
Congress, 2d session, and. other reports with a view to determining 
whether the existing project should be modified in any way at the 
present time in view of the recent hurricane damage in the area; and 
also in review of the report on New Bedford, Fairhaven, and Acushnet, 
Mass., made in partial response to Public Law 71, 84th Congress, 
Ist session, approved June 15, 1955, directing the Secretary of the 
Army, in cooperation with the Secretary of Commerce and other 
Federal agencies concerned with hurricanes, to cause an examination 
and survey to be made of the eastern and ‘southern seaboard of the 
United States under the direction of the Chief of Engineers, to include 
the securing of data on the behavior and frequency of hurricanes, and 
the determination of methods of forecasting their paths and improving 
warning services, and of possible means of preventing loss of human 
lives and damages to property, with due consideration of the economics 
of proposed breakwaters, seawalls, dikes, dams, and other structures, 
warning services, or other measures which might be required. This 
report is confined to consideration of means of preventing loss of 
human lives and damages to property because of hurricanes in the 
tidal areas of New Bedford, Fairhaven, and Acushnet, Mass. Reports 
on other areas of the Eastern and Southern United States will be 
submitted later. 

After full consideration of the report of the division engineer, the 
Board recommends the improvement of the New Bedford-Fairhaven 
area, Massachusetts, to provide for an earth-fill dike, about 4,430 feet 
long, across New Bedford and Fairhaven Harbor at Palmer Island 
with a connecting dike and seawall at the west end about 4,200 feet 
long; a dike and seawalls at the head of Clark Cove about 5,920 feet 
long: a dike in southeast Fairhaven about 3,620 feet long; ‘together 
with related drainage and stoplog structures, a gated tidal conduit, 
an alternate intere -eptor sewer in lieu of a pumping plant, and a vated 
navigation opening; all generally in accordance with the plans of the 
division engineer and with such modifications thereof as in the discre- 
tion of the Chief of Engineers may be advisable; at an estimated cost 
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to the United States of $15,490,000 for construction and $55,000 


annually for maintenance and operation of the main barrier; provided. 


that local interests give assurances satisfactory to the Secretary of the 
Army that they will (a) provide without cost to the United States all 
lands, easements, and rights-of-way necessary for construction of the 
project; (6) hold and save the United States free from damages due 
to the construction works; (c) accomplish without cost to the United 
States all changes, alterations, additions to, or relocations of any 
buildings and utilities made necessary by the work; (d) maintain and 
operate all the works, except the main harbor barrier, after completion 
in accordance with regulations prescribed by the Secretary of the 
Army; and (e) contribute in cash, in lieu of annual maintenance and 
operation of the main harbor barrier, 9.1 percent of the construction 
cost of the project, a contribution presently estimated at $1,560,000. 
3. After due consideration of these reports, I concur in the views 
and recommendations of the Board. 
E. C. IrscHner, 
Major General, United States Army, 
Chief of Engineers. 





Executive OFrFrice OF THE PRESIDENT, 
BuREAU OF THE BupGeET, 
Washington, D. C. 
The honorable the SecreTary oF THE ARMY. 

My Dear Mr. Secretary: Assistant Secretary Short’s letter of 
July 1, 1957, submitted the proposed report of the Chief of Engineers 
on an interim report on hurricane survey of New Bedford, Fairhaven, 
and Acushnet, Mass., requested by a resolution of the Senate Public 
Works Committee, adopted on November 9, 1954, and authorized by 
Public Law 71, 84th Congress, approved June 15, 1955. 

The Chief of Engineers recommends the improvement of the New 
Bedford-Fairhaven area to provide for an earth-fill dike across New 
Bedford and Fairhaven Harbor at Palmer Island with a connecting 
dike and seawall; a dike and seawall at the head of Clark Cove; a 
dike in southeast Fairhaven; together with related drainage and stop- 
log structures, a gated tidal conduit, an alternate interceptor sewer 
in lieu of a pumping plant, and a gated navigation opening; at an 
estimated cost to the United States of $15,490,000 for construction 
and $55,000 annually for maintenance and operation; and subject to 
certain conditions of local cooperation, including the requirement 
that local interests agree to contribute in cash, in lieu of annual 
operation and maintenance of the main harbor barrier, 9.1 percent of 
the construction cost of the project, a contribution presently estimated 
at $1,560,000. 

This report and the report on the Narragansett Bay area, Rhode 
Island and Massachusetts, are the first reports prepared under the 
authority contained in Public Law 71, 84th Congress. Since it is 
understood that a great deal of interest has been expressed in having 
these reports submitted to the Congress so that they may be printed 
as congressional documents and reviewed by Members of Congress, 
there would be no objection to submission of the proposed report to 
the Congress at this time. However, the Bureau of the Budget 
would recommend that these two projects not be authorized until 
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there has been an opportunity to review further the implications of 
the new Federal program of hurricane flood protection proposed by the 
Chief of Engineers. In view of the predominantly local character of 
the benefits anticipated from these projects, it is considered especially 
important that further study be given to the degree of non-Federal 
participation in the cost of such projects. 
Sincerely yours, 
Rospert E. Merriam, 
Assistant Director. 


O 
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PROTECTION OF THE NARRAGANSETT BAY AREA 
AGAINST HURRICANE TIDAL FLOODING 


Aveust 22, 1957.—Ordered to be printed 


Mr. Kerr, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany 8. 1726) 


The Committee on Public Works, to whom was referred the bill 
(S. 1726) authorizing certain construction for the protection of the 
Narragansett Bay area against hurricane tidal flooding, having con- 
sidered the same, report favorably thereon with amendments, and 
recommend that the bil as amended do pass. 

The amendments are indicated in the bill as reported by line type 
and italic. 

PURPOSE 


The purpose of this bill is to authorize construction of the Fox 
Point barrier on the Providence River, for protection of Providence, 
R. I., against hurricane tidal floods, in accordance with the recom- 
mendations of the Chief of Engineers in his report dated June 26, 
1957, at an estimated Federal cost of $16,180,000. 


DESCRIPTION OF PROJECT 


Location: The Narragansett Bay area includes about one-half of 
the total area of Rhode Island, extending northerly past Providence, 
the State capital, about three-fourths the length of the State. Mount 
Hope Bay, extending into Massachusetts 10 miles above the city of 
Fall River, and the Sakonnet River are considered part of Narragan- 
sett Bay. The total area of the bay is about 176 square miles, bein 
about 26 miles long and 6 to 7 miles wide. Three large islands “ae 
several smaller islands lie within the bay and divide it into parts with 
passages between. 

Report authorized by: An interim report authorized by Public 
Law 71, 84th Congress, Ist session, approved June 15, 1955. The 
report of the Chief of Engineers dated June 26, 1957, was transmitted 
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to Congress on August 9, 1957, and will be printed as a House 
Document. 

Existing project: There are no existing or authorized hurricane-tide 
projects in the area. Twelve navigation projects are authorized of 
which eight are completed. Four flood-control projects have been 
authorized on the Blackstone River, a tributary to Narragansett Bay. 

Plan of recommended improvement: Construction of a barrier about 
1,100 feet long across the Providence River at Fox Point to a grade 
of about 22.5 feet above mean sea level with accessory pump, sluices, 
cooling-water inlet facilities, and seawalls at each end with stop-lo 
structures. This is an independent unit and can be constructe 
irrespective of any other work. 

Additional work considered: Construction of 3 separate barriers 
across the ocean entrances in the lower bay, as follows: East Barrier, 
a massive stone structure 3,200 feet long extending across East 
Passage from Conanicut Island to Newport Neck, with a navigation 
opening 1,000 feet wide through the channel; West Barrier, a similar 
stone structure 7,100 feet long across West Passage from Conanicut 
Island to Plum Beach, with a 400-foot navigation opening centered 
on the existing ship channel; and Tiverton Barrier, an earth and 
rock-fill dike along the shorelines of Island Park and Tiverton areas 
at the head of Sakonnet River, and a crossing at the Old Stone Bridge, 
total length 9,425 feet, with a 100-foot navigation opening to be closed 
during hurricanes with sector gates. The plan requires extensive 
additional investigation, relative to foundation conditions, estimated 
costs, and the effects of the barriers on pollution, fisheries, recreation, 
and naval operations, and is not recommended for construction at this 
time. 

Estimated cost 


[1956 price levels] 














Item Federal Local Total 

Oonstruction of barrier and pumping station.................. $16, 345, 000 |.......----.--- $15, 345, 000 

Rams ates Gommmges i ALi. Sleek ibanmee dudis--Sildee 200, 000 200, 000 

Electric power installation___._.........-..... SURED Nekemuenesctace 835, 000 

Sewer and drainage installation .._................-.-s.---..--]-------...-.-- 120, 000 120, 000 

BT tin cnn ndabannneneveaniamsebuaatenaheagen 16, 180, 000 320, 000 16, 500, 000 

Project economics 

I ic inl $732, 000 
Annual benefits: 

SLE A LN EATER ETE $1, 697, 000 

Elimination of emergency preparation_........-..-.L.---.--- $36, 000 

EES EE OS SIT POT Pe SEN, OMOEREY PEPER Ulam See mae $1, 733, 000 

Neen TT nn eaonaem buena 2. 37 


Local cooperation: (a) Furnish without cost to the United States all 
lands, easements, and rights-of-way necessary for construction of the 
improvement; (b) accomplish without-cost to the United States all 
relocations of buildings, utilities, sewers, roads, and related facilities 
made necessary by the work; (c) hold and save the United States free 
from damages due to the construction works; and (d) maintain and 
operate the improvements after completion in accordance with regu- 
lations prescribed by the Secretary of the Army. 

Benefits: The Narragansett Bay area with a shoreline of about 250 
miles, has experienced very heavy tidal flood losses in recent hurri- 
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canes due to its exposure to the Atlantic Ocean on the:south. _Hurri- 
cane tidal surges are funneled into the bay and flood densely pop- 
ulated and developed areas, especially in the vicinity of Providence, 
Newport, and Fall River. Recurring flood losses are estimated at 
approximately $120 million for the September 1938. hurricane; $7 
suillion for the September 1944 hurricane, which struck at low tide; 
and $92 million for the August 1954 hurricane. Loss of life has, been 

eat, with over 250 lives lost in Narragansett Bay and along: the 

hode Island coast during the 1938 and 1954 hurricanes. Tidal 
barriers appear to be the most practicable means of providing general 
rotection. The proposed Fox Point barrier will provide protection 
or the city of Providence where 35 percent of the total damages-occur, 
and is the only work recommended at this time. 


COMMITTEE HEARINGS 


The Subcommittee on Flood Control, Rivers and Harbors, held a 
public hearing on 8. 1726 on August 8, 1957. Testimony was received 
from United States Senators, Members of the House of Representatives 
city and State officials, representatives of the Corps of Engineers, and 
civic and business leaders. These witnesses expressed their views 
relative to the urgent need for early authorization of the recommended 

roject to provide protection for the Providence, R. 1., area against 
Rearienta tidal floods. They urged authorization at this.time of the 
Fox Point barrier across the Providence River, with deferment with- 
out prejudice of the additional structures across the lower Narra- 
gansett Bay that were studied by the Corps of Engineers but were not. 
recommended for construction at this time. The ,recommended 
project was stated to have the unqualified support of local officials, 
commercial and industrial interests, and property owners. throughout 
the area. The witnesses urged early aa favorable consideration of 
the legislation. 

AMENDMENTS 


The committee recommends amendments to S. 1726, to delete sec- 
tion 2 from the bill which includes authorization for the lower bay 
barriers, to conform with the recommendations of the Chief of En- 
pnaers and the present desires of local interests, and to insert per- 
ecting language describing the report of the Chief of Engineers, 


GENERAL STATEMENT 


Hurricane losses in the Narragansett Bay area result from inunda- 
tion by hurricane tides, action of storm waves, inundation by hurricane 
rains, and high-velocity winds. 

The 1950 population of the area was about 600,000 in Rhode 
Island and 150,000 in Massachusetts, about 85 percent of which was 
in municipalities. The economy of the area is highly industrial, 
consisting of textiles, metal products, and jewelry, largely concen- 
trated in Providence and Fall River. The committee was informed 
of the frequency of hurricanes in the area and the damages occasioned 
thereby. 

Since 1635 there have been 63 hurricanes reported at or near the 
area, of which 12 caused major tidal flooding, 13 caused moderate 
tidal flooding, and 33 were threats only. It is estimated that minor 
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damages from hurricane tides can be expected on the average of once 
in 5 to 10 years and major losses about once in 25 years. A recurrence 
of the maximum hurricane tide of record, that of September 1938, 
under present conditions would cause damages estimated at $120 
million. The average damages from tidal floods in the area are 
estimated at in excess of $6 million a year. 

The most damaging hurricanes of recent years were those of Sep- 
tember 1938, September 1944, and August 1954—Carol. Those of 
1938 and 1954 produced floods of 15 to 16 feet above mean sea level 
at Providence, as they were at or near high tide. The hurricane of 
1944 was a severe storm but struck at low tide and flooding was not 
so severe. 

Hurricane Carol of 1954 caused destructive tidal flooding along 
most of the 250-mile shoreline of the Narragansett Bay area, flooding 
over 20,000 acres in the State of Rhode Island and took 10 lives. The 
principal flood damage center was in the city of Providence where 
about one-third of the population of the area resides. 

An area of about 500 acres of the commercial and industrial center 
ef Providence was inundated and almost $41 million damages sus- 
tained. ‘Total damages of this hurricane amounted to $92 million in 
Rhode Island. 

The heart of the business section of Providence was inundated by 
4 to 8 feet of polluted salt water. Hundreds of commercial establish- 
ments suffered heavy losses, including total loss of stock and equip- 
ment. Other losses were sustained by residential and industrial 
property, public property, including United States naval property, 
rural property, highways, railroads, and public utilities. 

As a result of all these hurricane losses, Public Law 71, 84th Con- 
gress, was enacted to authorize a study of the remedial measures for 
oN protection against tidal floods caused by hurricanes. The 

arragansett Bay study is the second project study completed under 
that authorization. 

The Chief of Engineers has recommended construction of the Fox 
Point Barrier across the Providence River at Providence to provide 

rotection to the highly concentrated and valuable property at that 
ocation where about 35 percent of the damages in the entire Narra- 
gansett Bay area occur. 

The barrier can be constructed immediately and is not dependent 
on any other works. It has an economic ratio of 2.37 and is the most 
feasible project in the area. The amount of the average annual flood 
damages will equal the cost of this structure in less than 3 years. 

The lower bay barriers are also believed necessary to provide pro- 
tection to the remaining 250-mile shoreline of the bay area, but the 
Corps of Engineers desires further studies in their connection and do 
not recommend their construction at this time. The committee has 
therefore amended S. 1726 to eliminate authorization of those struc- 
tures at this time, but realizing that they will of necessity be considered 
in the future. 

DISCUSSION 


The committee considers the recommended hurricane flood pro- 
tection project at Providence to be economically feasible, with an 
economic ratio of 2.37. It realizes the tremendous damage that has 
resulted in this highly developed area from tidal floods caused by 
hurricanes, and the constant threat that such damages may recur at 
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any time. The city of Providence has agreed to assume all the 
requirements of local cooperation, including the cost of operation and 
maintenance, now estimated at $134,000 annually. 

The committee believes the allocation of costs between Federal and 
non-Federal to be equitable. The recommended requirements of 
local cooperation follow the pattern and formula established for many 
flood-contro] projects in past authorization acts. Since the residual 
effect of salt water is at least as damaging as fresh water, and perhaps 
more so, the committee is of the opinion that the project recommended 
at Providence is identical with other projects which have been ap- 
proved along streams the country over, and that the recommenda- 
tions of the Chief of Engineers are fair and justifiable. 

The committee does not agree with the comments of the Bureau of 
the Budget that this project should not be authorized until further 
review of the implications of the Federal program of hurricane flood 

rotection, or that further study be given to the degree of non- 
Federal participation in the cost of such projects because of the 
predominantly local character of the anticipated benefits. 

In the commercial and industrial area of Providence where damages 
from the 1954 hurricane alone amounted to $41 million, the com- 
mittee believes that some measure of flood protection should be 
provided to prevent such damage in the future. It is realized that 
considerable time will elapse before it would be possible to initiate 
construction on the project, and in the meantime other destructive 
hurricanes might occur, and the threat of such occurrences would 
remain. 

The city of Providence is stated to be one of the most densely 
populated areas in the country, and in the low area of that city is 
concentrated the industrial life of a large metropolitan area serving 
southern New England. In enacting Public Law 71 in 1955 Congress 
recognized the emergency of the problems created by the recurring 
hurricanes in the area. The study of this area is complete, the 
recommendations are positive, and established need for the recom- 
mended project is conclusive. The committee knows of no practical 
alternative in the matter. Although the initial participation of local 
interests in the cost of the project appear small, when the total cost is 
capitalized over a period of years, such local interests under the 
recommendations of the Chie? of Engineers would be contributing 
over 20 percent of the total cost of the project. 

The committee is of the opinion that the recommended Fox Point 
barrier will reduce or eliminate hurricane flood damages at Providence, 
R. I.; improve sanitary and health conditions in the area now subject 
to flooding; protect commercial and industrial development, including 
vital and essential defense industries; and eliminate necessity of 
emergency preparation when hurricane warnings appear, and there- 
fore recommends enactment of S. 1726. 

The report of the Chief of Engineers on this project and the com- 
ments of the Bureau of the Budget are as follows: 
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DEPARTMENT OF THE ARMY, 
OrFricE oF THE CHIEF OF ENGINEERS, 
Washington, D. C., June 26, 1957, 
Subject: Narragansett Bay, R. I. and Mass. 
To: The Secretary of the Army. 

1. I submit for transmission to Congress my interim report with 
accompanying papers in partial response to Public Law 71, 84th 
Congress, ist session, approved June 15, 1955, which reads: 

“Be it enacted by ‘the Senate and House of Representatives of the 
United States of America in Congress assembled, That in view of the 
severe damage to the coastal and tidal areas of the eastern and 
southern United States from the occurrence of hurricanes, particularly 
the hurricanes of August 31, 1954, and September 11, 1954, in the 
New England, New York, and New Jersey coastal and tidal areas, 
and the hurricane of October 15, 1954, in the coastal and tidal areas 
extending south to South Carolina, and in view of the damages caused 
by other hurricanes in the past, the Secretary of the Army, in coop- 
eration with the Secretary of Commerce and other Federal agencies 
concerned with hurricanes, is hereby authorized and directed to cause 
an examination and survey to be made of the eastern and southern 
seaboard of the United States with respect to hurricanes, with par- 
ticular reference to areas where severe damages have occurred. 

“Sec, 2. Such survey, to be made under the direction of the Chief of 
Engineers, shall include the securing of data on the behavior and 
frequency of hurricanes, and the determination of methods of fore- 
casting their paths and improving warning services, and of possible 
means of preventing loss of human lives and damages to property, 
with due consideration of the economics of proposed breakwaters, 
seawalls, dikes, dams, and other structures, warning services, or other 
measures which might be required.” 

This report considers the Narragansett Bay area in Rhode Island 
and Massachusetts. Reports on other areas of the eastern and 
southern hanes States will be submitted later. 

. The Narragansett Bay area includes about one-half of the total 
area of Rhode Island, extending northerly past Providence, the State 
Capitol, about three-fourths of the le ngth of the State. Mount Hope 
Bay, extending into Massachusetts 10 miles above the city of Fall 
River, and the Sakonnet River are considered part of Narragansett 
Bay for purposes of this report. Three large islands, Aquidneck, 
Sonanicut, and Prudence, and several smaller islands lie within the 
bay. Conanicut and Prudence Islands divide the main bay into two 
long and narrow parts known as the East and West Passages; and 
Aquidneck Island separates the Sakonnet River from the East Pas- 
sage. The total area of the bay is about 176 square miles, its length 
and width being about 26 miles and 4 to 5 miles, respectively. The 
estimated length of shoreline is 250 miles. The mean tidal range is 
3.5 feet at Newport, near the mouth of the bay, 4.6 feet at Providence, 
and 4.4 feet at Fall River. Important streams tributary to the bay 
are the Blackstone River, Taunton River with Fall River Harbor at 
its mouth, and Providence River. There are no existing or authorized 
hurricane-tide projects in the area. Twelve navigation projects are 
authorized of which eight are completed. Four flood-control projects 
have been authorized on the Blackstone River. One of the primary 
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naval bases in the United States is within the lower and middle bays. 
Local interests have constructed numerous docks, piers, wharves, and 
terminals. The 1950 population in the area consisted of 586,000 in 
Rhode Island and 139,000 m Massachusetts, of which about 85 per- 
cent was urban. The economy of the area is highly industrial and is 
centered around the three major industries of textiles, metal trades 
and jewelry, concentrated for the most part in Providence and Fall 
River. Commerce in the bay averages about 10 million tons annually, 
predominantly petroleum, petroleum products, and coal, about. 75 
percent of which is destined for the port of Providence. Commercial 
and sport fishing are important segments of commerce in the area. In 
1955 vessels with drafts of 30 feet or more made 370 trips in the bay, 
those with drafts from 25 to 30 feet made 230, and boats with drafts 
of less than 25 feet made 25,000. Naval vessels of all types, which 
are a part of the Atlantic Fleet, use the bay. 

3. Hurricane losses in the Narragansett Bay area result chiefly from 
inundation by hurricane tides, action of storm waves, inundation 
caused by hurricane-induced rains, and high-velocity winds. Since 
1635 there have been 63 hurricanes reported at or near the area, of 
which 12 caused major tidal flooding, 13 caused moderate tidal flood- 
ing, and 38 were threats only. In addition, 31 other severe storms 
have occurred, not necessarily of tropical origin, that, have caused 
considerable damages. ‘This record indicates that minor damages 
from hurricane tides are to be expected on the average of once in 5 to 
10 years and major losses of once in about 25 years. A recurrence of 
the maximum hurricane tide of record, that of September 1938, under 
present conditions would cause damages estimated at $120 million. 
The average annual damages from tidal floods are, estimated at 
$6,020,000, consisting of $5,922,000 to lands and improvements and 
$98,000 for costs of emergency preparations. 

4. Local interests desire the control of hurricane tides in the Narra- 
yansett Bay area. They have suggested 15 plans, involving 25 
ocations for barriers, and local measures at specific locations for 
prevention of damages by hurricane-generated waves. They also 
have proposed zoning in certain areas to be accomplished jointly by 
the State of Rhode Island and town governments. The Governor of 
Rhode Island and the mayor of Providence have expressed willingness 
to comply with the requirements of local cooperation. 

5. The division engineer finds that the most practicable plan for 
assuring general protection consists of an upper barrier at Fox Point 
in Providence and a system of three barriers in the lower bay. He 
finds that the lower bay barriers require extensive additional investi- 
gation, involving considerable time and funds, relative to foundation 
conditions and the effects of the barriers on pollution, fisheries, 
recreation, and naval operations. He concludes that the Fox Point 
barrier is an independent unit in the system and can be constructed 
for the protection of Providence, where 35 percent of the total damages 
occur, while awaiting completion of the investigations of the lower 
bay barriers. He estimates the first cost of the Fox Point barrier, 
based on 1956 prices, at $16,500,000 and the annual carrying charges 
at $732,000, including $134,000 for maintenance and operation. The 
average annual benefits are estimated at $1,733,000, consisting of 
$1,697,000 for prevention of damages and $36,000 for elimination of 
cost of emergency preparations. The benefit-cost ratio is 2.37. For 
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the lower bay barriers the division engineer has prepared two estimates 
of cost, one based on no additional facilities required for the problems 
being investigated, and the other based on additional sluices, a gated 
navigation opening, and adverse foundation conditions. He presents 
the two estimates as follows: 





Minimum Maximum 





RP ohh lhe wnbintnnnctbatunbiusnbecbeubnséhédanctscochbbebeuiidde $69,000,000 | $1 


09, 000, 000 
Anes) corrying shares neiinieiniiishdntunmaninpenmutinnintioniaasdntninngibie ' $2, 580, 000 * $4, 167, 000 
ES cctuidenkaboncdupcentsubesssbestushantussausechielion $4, 267, 000 $4, 267, 000 
ES £5 in cade enrich bitibbandegotmpinnbsthigaabotdrhcimnnnigpentin 1, 65 1.02 





1 Includes $57,000 for annual maintenance and operation. 
* Includes $130,000 for annua! maintenance and operation. 


The division engineer recommends authorization of the improve- 
ments subject to certain conditions of local cooperation. 

6. The president of the Beach Erosion Board concurs in the view 
that the Fox Point barrier would have no effects on the adjacent 
shorelines. He also indicates that, regarding the effects of the lower 
bay barriers, it is likely that small quantities of littoral material move 
northward alongshore at the sites of the proposed barriers and such 
material would be impounded causing minor accretion on the south 
sides of the structures. Regarding erosion of the bay shores beyond 
the immediate vicinity of the barriers, such as north of Wickford and 
Newport, the Board concurs in the views of the reporting officer that 
the barriers would have beneficial effects in reducing wave attack. 

7. The Board of Engineers for Rivers and Harbors, having fully 
considered the report of the division engineer, concurs in the views 
of the reporting officer with respect to the Fox Point barrier and recom- 
mends that improvement substantially as proposed by the division 
engineer. The Board concludes that it would be inadvisable to recom- 
mend the authorization of the lower bay barriers prior to completion 
of the further studies required for a firm estimate of the costs and 
effects of these or alternative lower bay improvements. 

8. After due consideration of these reports, I concur in the views 
and recommendations of the Board of Engineers for Rivers and 
Harbors. I therefore recommend improvement to provide for allevi- 
ation of storm-tide damage and loss of life in the Providence area of 
Narragansett Bay, R. I. and Mass., by construction of a barrier about 
1,100 feet long across the Providence River at Fox Point to a grade of 
about 22.5 feet above mean sea level with accessory pump, sluices, 
cooling-water inlet facilities, and seawalls at each end with stop-log 
structures, generally in accordance with the plans of the division 
engineer and with such modifications thereof as in the discretion of 
the Chief of Engineers may be advisable, at an estimated cost to the 
United States of $16,180,000 for construction; provided that responsi- 
ble local interests give assurances satisfactory to the Secretary of the 
Army that they will (a) furnish without cost to the United States all 
lands, easements, and rights-of-way necessary for construction of the 
improvements; (6) accomplish without cost to the United States all 
relocations of buildings, utilities, sewers, roads, and related facilities 
made necessary by the work; (c) hold and save the United States 
free from damages due to the construction works; and (d) maintain 
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and operate the improvements after completion in accordance with 
regulations prescribed by the Secretary of the Army. 
E. C. IrscHner, 
Major General, United States Army, 
Chief of Engineers. 





Executive Orrick OF THE PRESIDENT, 
BurEAU OF THE BuDGET, 
August 1, 1957. 
The honorable the SecRETARY OF THE ARMY, 

My Dear Mr. Secretary: Assistant Secretary Short’s letter of 
July 1, 1957, submitted the proposed report of the Chief of Engineers 
on an interim report on hurricane survey of Narragansett Bay area, 
Rhode Island and Massachusetts, authorized by Public Law 71, 84th 
Congress, approved June 15, 1955. 

The Chief of Engineers recommends, subject to certain conditions 
of local cooperation, improvement in the Providence area of Narra- 
gansett Bay by construction of a barrier across the Providence River 
at Fox Point with accessory pump, sluices, cooling-water inlet facili- 
ties, and seawalls at each end with stop-log structures, at an estimated 
cost to the United States of $16,180,000 for construction. 

This report and the report on New Bedford, Fairhaven, and Acush- 
net, Mass., are the first reports prepared under the authority contained 
in Public Law 71, 84th Congress. Since it is understood that a great 
deal of interest has been expressed in having these reports submitted 
to the Congress so that they may be printed as congressional docu- 
ments and reviewed by Members of Congress, there would be no 
objection to submission of the proposed report to the Congress at 
this time. However, the Bureau of the Budget would recommend 
that these two projects not be authorized until there has been an 
opportunity to review further the implications of the new Federal 

rogram of hurricane flood protection proposed by the Chief of 
a apealll In view of the predominantly local character of the 
benefits anticipated from these projects, it is considered especially 
important that further study be given to the degree of non-Federal 
participation in the cost of such projects. 
Sincerely yours, 
Rosert E. Merrtam, 
Assistant Director. 


O 
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AUTHORIZING CONVEYANCE OF CERTAIN LANDS WITHIN THE 
OLD HICKORY LOCK AND DAM PROJECT, CUMBERLAND RIVER, 
TENN., TO MIDDLE TENNESSEE COUNCIL, INC., BOY SCOUTS OF 
AMERICA, FOR RECREATION AND CAMPING PURPOSES 


Avcust 22, 1957.—Ordered to be printed 


Mr. Kerr, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany S. 2531] 


The Committee on Public Works, to whom was referred the bill 
(S. 2531) to authorize the conveyance of certain lands within the Old 
Hickory lock and dam project, Cumberland River, Tenn., to Middle 
Tennessee Council, Inc., Boy Scouts of America, for recreation and 
camping purposes, having considered the same, report favorably 
thereon with an amendment and recommend that the bill as amended 
do pass. 

The amendment is as follows: Strike out all of section 1 and insert 
in lieu thereof the following: 


That the Secretary of the Army is authorized and directed 
to convey to the Middle Tennessee Council, Incorporated, 
Boy Scouts of America, without monetary consideration 
therefor, but subject to the conditions of this Act, the area 
or areas he determines to be available for conveyance within 
the 609.2 acres of land leased to the said Boy Scouts Council 
at the Old Hickory Lock and Dam, Cumberland River, 
Tennessee, under lease granted July 12, 1955, numbered 


DA-~40-058-CIVENG-56-8. 
PURPOSE OF THE BILL 


The purpose of S. 2531 is to authorize the Secretary of the Army, 
without monetary consideration therefor, to convey to the Middle 
Tennessee Council, Inc., Boy Scouts of America, approximately 525.8 
acres of land acquired in connection with the construction of the Old 
Hickory lock and dam project on the Cumberland River, Tenn., 


86007 











2 CONVEY LANDS TO TENNESSEE BOY SCOUTS 


which was authorized by the River and Harbor Act of July 24, 1946 
(60 Stat. 634, 636). 
GENERAL STATEMENT 


The Secretary of the Army and the Chief of Engineers appear to 
have utilized to good advantage the authority granted by the Flood 
Control Act of 1944, as amended (58 Stat. 889; 68 Stat. 1266), to 
permit State and local agencies and nonprofit groups to assume the 
obligation of developing and providing recreational facilities at flood 
control and navigation projects generally. The establishment and 
development of such areas for use by the Boy Scouts is particularly 
notable and of great importance in the molding of youthful character, 

In accordance with the statutory authority cited above, 609.2 
acres have been made available under a long-term nominal considera- 
tion lease to the Middle Tennessee Council, Inc., Boy Scouts of 
America, at Old Hickory lock and dam on the Cumberland River, 
Tenn. Since entering upon the leased property approximately 2 
years ago, the Boy Scouts Council has made a modest beginning toward 
the development of extensive camping facilities. Approximately 
$26,000 has already been spent in order to provide access and mini- 
mum improvements for the site.. Difficulties in further development 
occurred, the committee was informed, when the Boy Scouts Council 
undertook discussions toward the ultimate goal of raising approxi- 
mately $750,000 to provide adequate and suitable camping facilities, 
It found that financing could not be accomplished with only a tenancy 
interest in the land on which to base its right of continued possession, 

The committee has been advised that the program of the Middle 
Tennessee Council includes provision for three 200-boy campsites, 
an adult training area, and a headquarters area. Since many of the 
buildings to be constructed would be in the nature of permanent 
facilities, the desire of the council’s supporters that the council obtain 
fee title to the property is understandable. 


DISCUSSION 


While the Chief of Engineers and the Department of the Army are 
in general agreement with the purpose, they state that it is not feasible 
to convey approximately 83 acres of the land now under lease to the 
Boy Scouts since reservoir operational requirements dictate retention 
of title by the United States. The balance of the area, consisting of 
the approximately 525.8 acres described in S. 2531 could be trans- 
ferred subject to retention of necessary easements if legislative 
authority is granted. S. 2531 would grant such authority. 

In its consideration of the bill the committee has been advised that 
in addition to the lease now in effect to the Boy Scouts, leases or 
licenses have been granted to other nonprofit organizations and to 
local and State agencies for park and recreational purposes in the Old 
Hickory lock and dam project. These include grants to Sumner 
County, Tenn., Wilson County, Tenn., Trousdale County, Tenn., 
and Smith County, Tenn.; the Girl Scout Council of Davidson County, 
the Old Hickory Utility District of Davidson County, Tenn.; and the 
Hendersonville Utility District of Sumner County, Tenn. The com- 
mittee concludes, therefore, that the continued and permanent use 
of the property involved by the Middle Tennessee Council, Inc., Boy 
Scouts of America, would be in the public interest and would round 
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out the full development of recreational values at the Old Hickory 
lock and dam project. Plans for the area for camping and recreational 
purposes would in no way conflict with the purposes of the authorized 
reservoir. 

Since the bill further provides that title shall revert to the United 
States if the Boy Scouts Council has not commenced development of 
the property within 3 years, or shall ever cease to use the property 
for recreational and camping purposes, there is a guaranty that there 
will not be any use incompatible with project purposes. In the mean- 
time the Secretary of the Army will be enabled in the conveyance to 
jmpose any easements, conditions, reservations, or restrictions he 
determines to be necessary for the management and operation of the 
project. 

COMMITTEE AMENDMENT 


The Bureau of the Budget has reported te rm 8 on the bill but has 
suggested that the lengthy real-estate description be deleted, pointing 
to the following factors: (1) The possibility of typographical or other 
errors in a detailed description which might cast doubt on a convey- 
ance; and (2) the question of the desirability of tying the description 
to contour lines, which are subject to shifting as a result of erosion. 
The committee has amended the bill to conform to the Bureau’s 
recommendations. 

The committee urges enactment of S. 2531, as amended. 

The favorable report of the Bureau of the Budget and the Depart- 
ment of the Army is as follows: 


Executive Orrick OF THE PRESIDENT, 
BuREAU OF THE BupGEt, 
Washington, D. C., August 12, 1957. 
Hon. Dennis CHAveEz, 
Chairman, Committee on Public Works, 
United States Senate, 
412 Senate Office Building, Washington, D. C. 

My Dear Mr. CuarrMan: This will acknowledge your letter of 
July 15, 1957, requesting the views of the Bureau of the Budget on S. 
2531, a bill to authorize the conveyance of certain lands within the 
Old Hickory lock and dam project, Cumberland River, Tenn., to 
Middle Tennessee Council, Inc., Boy Scouts of America, for recreation 
and camping purposes. 

The purpose of the bill is clearly stated in its title. 

The Acting Secretary of the Army, in a report he has submitted to 
the chairman of the Committee on Public Works, House of Repre- 
sentatives, on H. R. 8575, H. R. 8576, and H. R. 8577, bills identical 
to S. 2531, expressed the view that the detailed description of the 
property to be conveyed should be deleted from the bills in order to 
avoid the possibility of typographical or other error which would 
cast doubt on a conveyance not in absolute strict conformity with 
the detailed description. He recommended that section 1 of the bills 
beginning in line 3, page 1, and ending in line 3, page 7, be deleted, and 
that there be substituted therefor the following: 

“That the Secretary of the Army is authorized and directed, to 
convey to the Middle Tennessee Council, Incorporated, Boy Scouts of 
America, without monetary consideration therefor, but subject to the 
conditions of this Act, the area or areas he determines to be available 
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for conveyance within the 609.2 acres of land leased to the said Boy 
Scouts Council at the Old Hickory Lock and Dam, Cumberland River, 
Tennessee, under lease granted 12 July 1955, numbered DA- 10-058- 
CIVENG-56-8.”’ 

Subject to modification as noted above, the Bureau of the Budget 
would have no objection to enactment of S. 2531. 

Sincerely yours, 
Rosert E. Merriam, Assistant Director, 


DepaRTMENT OF THE Army, 
August 19, 1957, 
Hon. Dennis CHAvEz, 
Chairman, Committee on Public Works, 
United States Senate. 

Dear Mr. CuairMan: Reference is made to your request for the 
views of the Department of the Army with respect to 5. 2531, 85th 
Congress, a bill to authorize the conveyance of certain lands within 
the Old Hickory lock and dam project, Cumberland River, Tenn., 
to Middle Tennessee Council, Inc., Boy Scouts of America, for 
recreational and camping purposes. 

The Department of the Army interposes no objection to the above- 
mentioned bill, the purpose of which is stated in its title, but suggests 
amendment thereof as set forth in this report. 

The 525.8 acres described in S. 2531 were acquired at an estimated 
prorated cost of $50,435 as part of the lands required by the Depart- 
ment of the Army for the Old Hickory lock and dam project on the 

Cumberland River, Tenn., as authorized by the River and Harbor 
re of July 24, 1946 (60 Stat. 634, 636). The areas involved have 
been designated in the master plan of the project for park, recreational, 
and conservation purposes. Use of the property in that manner by 
the Middle Tennessee Council of the Boy Scouts of America would 
not be incompatible with project purposes. 

The Department of the Army recognizes the benefits to be derived 
from parks and camp sites at reservoir projects and encourages their 
development by interested State and local agencies as well as non- 
profit groups. Authority to grant leases and licenses for these pur- 
poses is contained in the act of December 22, 1944, as amended (58 
Stat. 887; 68 Stat. 1266). Pursuant to this authorization numerous 
sites have been made available at the Old Hickory lock and dam proj- 
ect for such development and use. 

An area of approximately 609.2 acres was made available July 12, 
1955, to the Boy Scouts council by a 25-year nominal consideration 
lease. The council, however, has found it difficult to finance its 
extensive development plans for camping purposes under this ar- 
rangement and desires the transfer to it of fee title to the property. 
Reservoir operational requirements prohibit the conveyance 0 
approximately 73 acres of the land under lease to the Boy Scouts. 
The balance of the approximately 525.8 acres, which is the land de- 
scribed in the above-mentioned bill, could be ‘transferred, subject to 
retention of necessary easements, for use consistent with project 
purposes. Although agreeing in the purpose, the Secretary of the 
Army is without legislative authority to convey the property. 
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The pending bill would provide legislative authority for the specific 

urpose intended. The conveyance would be without monetary con- 
sideration therefor, but subject to the provision that the property 
shall revert to the United States in the event that the Boy Scouts 
have not commenced the development for recreation and camping 
purposes within 3 years after enactment or shall cease to use the 
property for recreation and camping purposes. ‘The bill further 
provides authority for (1) grants of incidental rights-of-way to the 
council as may be necessary in connection with the camp site; (2) the 
imposition of conditions, reservations and restrictions necessary in the 
management and operation of the Old Hickory lock and dam project; 
and (3) that the cost of any surveys will be borne by the Boy Scouts. 
Since the bill would protect the residual interests of the Department, 
the Secretary of the Army is not opposed to enactment of its provisions, 
Nevertheless it is felt that the detailed description should be deleted, 
in order to avoid the possibility of typographical or other error which 
would cast doubt on a conveyance not in absolute strict conformity 
with the detailed description. 

If the committee gives favorable consideration to this legislation, 
it is recommended that section 1 of the bill, beginning in line 3, page 1, 
and ending in line 3, page 7, be deleted, and that there be substituted 
therefor the following: 

“That the Secretary of the Army is authorized and directed, to 
convey to the Middle Tennessee Council, Incorporated, Boy Scouts 
of America, without monetary consideration therefor, but subject to 
the conditions of this Act, the area or areas he determines to be avail- 
able for conveyance within the 609.2 acres of land leased to the said 
Boy Scouts Council at the Old Hickory lock and dam, Cumberland 
River, Tennessee, under lease granted 12 July 1955, numbered 
DA-40-058-CIVEN G-—56-8.” 

If so amended, the Department will be afforded the opportunity to 
give further consideration to the desirability of having the description 
tied to contour lines, as contemplated in part by the pending bill. 
The amendment will permit a revised description to be employed if it 
is determined by the parties concerned that the description should be 
based on fixed tangents rather than contours, which are subject to 
shifting as a result of erosion. 

The enactment of this measure will not involve the expenditure of 
any Department of the Army funds. 

The Bureau of the Budget advised with respect to a similar report 
on a companion bill, H. R. 8575, 85th Congress, that there was no 
objection to the submission of that report to the Congress. 

Sincerely yours, 
Witper M. Brucker, 
0 Secretary of the Army. 
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AMENDING THE ALASKA PUBLIC WORKS ACT TO 
CLARIFY AUTHORITY OF SECRETARY OF THE 
INTERIOR 


AvuGust 22, 1957.—Ordered to be printed 


Mr. Kerr, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany 8. 2535] 


The Committee on Public Works, to whom was referred the bill 
(S. 2535) to amend the Alaska Public Works Act (63 Stat. 627; 48 
U.S. C. 486 and the following) to clarify the authority of the Secre- 
tary of the Interior to convey federally owned land utilized in the 
furnishing of public works, having considered the same, report favor- 
ably thereon without amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of the bill is to facilitate administration of the Alaska 
Public Works Act by providing expressly that the Secretary of the 
Interior shall have authority to convey both public and acquired 
lands of the United States which have been utilized in the furnishing 
of public works, after transfer of jurisdiction over the lands for that 
purpose, to purchasers of the public works. The bill also grants 
authority to the Secretary to include in conveyances a reservation of 
minerals and a right of reversion in case the grantee public body 
should fail to utilize the land for the purpose for which granted, and 
includes provisions to validate and confirm previous conveyances in 
connection with the program. 


GENERAL STATEMENT 


The Alaska Public Works Act approved August 24, 1949, authorized 
& program of useful public works for the Territory of Alaska, consist- 
ing of water, sewer, street and electric facilities, schools, health cen- 
ters, docks, municipal buildings, and other public and community 
facilities. The act authorized a Federal appropriation of $70 million, 
to be repaid in part by the public body as agreed to by the Secretary 
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of the Interior, such repayment to equal at least 25 percent of the cost 
of the improvements, but not more than 75 percent, and bear interest 
at 2 percent per annum. Repayments in the aggregate for the entire 
program must equal at least 50 percent of the total cost. 

The act was to terminate on June 30, 1955. Public Law 498, 83d 
Congress, approved July 15, 1954, extended the termination date to 
June 30, 1959, or to the date the total amount authorized to be 
appropriated is obligated, whichever occurs first. A total of $64,- 
700,000 has been appropriated under the program. 

Section 5 of the act directs the Secretary of the Interior, upon 
completion of the public works, to transfer all rights, title, and interest 
of the United States in and to said public works to the applicants. It 
has been assumed heretofore that federally owned land actually utilized 
under the act was subject to transfer along with the public-works 
constructed project. 

Doubt has recently arisen as to the inclusion in the statutory grant 
of authority to convey land with completed projects, even though the 
land is actually incorporated in such structures or is needed for. the 
operation and use of the public works which have been placed upon, 
over, or in the land. 

DISCUSSION 


The committee recognizes the value of the improvements authorized 
by the Alaska Public Works Act to foster the settlement and increase 
the number of permanent residents of Alaska, stimulate trade and 
industry, develop Alaskan resources, encourage internal commerce 
and private investment, and provide better facilities for community 
life in the, Territory. 

The program has. operated satisfactorily in the Territory and 
received widespread support from the residents and public agencies, 
and many beneficial facilities have been provided. 

The legislation is needed to clarify the authority of the Secretary to 
convey federally owned land utilized in the public works furnished 
under the authority of the law and to validate previous conveyances, 
and the committee recommends its enactment. 

The bill:requires the Secretary of the Interior to include in con- 
veyances a reservation of minerals and a right of reversion in the 
event the grantee public body should fail to utilize the land for the 
purpose for which granted. 

The legislation was requested by the Secretary of the Interior and 
its justification is outlined in the following communication which has 
the approval of the Bureau of the Budget: 

DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 8, 1987. 
Hon. Ricnarp M. Nrxon, 
President of the Senate, 
Washington, D. C. 

Dear Mr. Presipent: Enclosed is a draft of a proposed bill to 
amend the Alaska Public Works Act (63 Stat. 627, 48 U.S. C., sec. 
486) to clarify the authority of the Secretary of the Interior to convey 
federally owned land utilized in the furnishing of public works. | 

I request that the proposed bill be referred to the appropriate 
committee for consideration and I recommend that it be enacted. 
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The Alaska Public Works Act approved August 24, 1949 (63 Stat. 
627, 48 U.S. C., sec. 486 et seq.), authorizes Federal construction of 
public works for the atetng * of Alaska or any city, town, district, 
or other public body in said Territory. Section 8 of the act directs 
the Administrator of General Services with specified exceptions, to 
construct the public works under contracts awarded, after competitive 
bidding, to the lowest responsible bidder. Section 7 permits any 
agency of the United States having jurisdiction over any interest in 
land which is necessary for furnishing public works to Alaskan com- 
munities under the act to transfer jurisdiction of such land to the 
Administrator at his request to be utilized by him in furnishing public 
works to Alaskan communities which apply for them. This section 
also permits public works to be constructed upon lands made avail- 
able by applicants. Section 5 directs the Administrator, upon com- 
pletion of the public works, to transfer all rights, title, and interest 
of the United States in and to said public works to the applicants. 
All of this authority is now vested in the Secretary of the Interior 

ursuant to Reorganization Plan No. 15 of 1950 (15 F. R. 3176), and 
Sts been delegated by him to the Director of the Office of Territories 
(15 F. R. 3988 and 15 F. R. 5811). 

It has heretofore been assumed that federally owned land utilized 
as the site of a building or a reservoir or as the route of a water or 
sewer system constructed under the Alaska Public Works Act becomes 
such an integral part of such public works that the authority con- 
tained in section 5 of the act to transfer completed public works 
includes authority to convey such federally owned land. Recently, 
however, doubt has arisen as to the inclusion in the statutory grant 
of authority to convey land with completed projects, even though the 
land is actually incorporated in such structures or 1s needed for the 
operation and use of the public works which have been placed upon, 
over, or in the land. It does not seem advisable for any agency of 
this Department to accept jurisdiction of land, pursuant to section 7 
of the act, if transfer to the purchaser of the public work in which it is 
utilized does not follow. On the other hand, it is sometimes difficult 
or impossible for applicants to acquire title or the right to use such 
land for want of authority in the agency having jurisdiction to grant 
such right. Accordingly, section 7 of the act becomes somewhat 
unworkable. 

In view of the relatively small proportion of the land of Alaska that 
is not under Federal control, it would be virtually impossible to carry 
on a program having the broad objectives of the Alaska Public Works 
Act without utilizing some federally owned land, and we do not 
believe that it was the intention of the Congress that such works 
should be constructed for, and transferred to, the Territory or other 
public bodies, while all or a portion of the land on or in which the 
works are constructed remains in Federal ownership and under 
Federal control. 

The proposed legislation will facilitate administration of the Alaska 
Public Works Act by providing expressly that the Secretary of the 
Interior shall have authority to convey both public and acquired lands 
of the United States which have been utilized in the furnishing of 
public works, after transfer of jurisdiction over the lands for that pur- 
one to purchasers of the publts works. The provisions of the draft 

ill would grant to the Secretary authority to convey Federal land 
“utilized in the furnishing of public works.” This language has been 
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used in order to conform the amendment to the pattern of other 
sections of the Alaska Public Works Act. In some instances, land 
“utilized in the furnishing of public works” and, if the proposed bill is 
enacted, conveyed pursuant to it, will, of course, include more than 
the precise land on which a building or system of pipes is located. In 
the case of a school building, for example, the “public work” may in- 
clude not only the building, but a playground and the land areas 
used in connection with the installation and operation of a heating 
system and a water system. In the furnishing of a water or sewer 
project, “land utilized” might also include a watershed or a sewage 
disposal field. It is intended that the proposed bill would, therefore, 
authorize the conveyance of lands necessary for the complete operation 
and utilization of the project. 

The proposed bill would also grant to the Secretary authority to 
include in conveyance a reservation of minerals and a right of reverter 
in the event that the grantee public body should fail to utilize the land 
for the purpose for which it was granted. These provisions are similar 
to those contained in the act of June 4, 1954 (43 U.S. C., 1952 ed., 
Sup. ITI, sec. 869 et seq.). You will note that the bill authorizes the 
Secretary to convey title in fee simple or to convey such lesser interest 
as he may determine. It is anticipated that most, and perhaps all, 
conveyances will be in fee simple, but in the event that an interest 
other than a fee simple is transferred to the Secretary or his delegate 
for the purposes of the public-works program, pursuant to section 7 
of the act, the Secretary would clearly be required to convey only 
such lesser interest. It is not anticipated that any interest in land 
transferred pursuant to section 7 would be retained by the agency 
charged with administration of the public-works program. 

Section 2 of the proposed bill would validate and confirm previous 
conveyances of Federal land in connection with the public-works 
program. This section is also required in the light of the new doubt, 
referred to above, which has arisen with respect to the Secretary’s 
authority to make such conveyances. There have been 6 conveyances 
which section 2 would validate and confirm, 3 to the Territory of 
Alaska and 1 each to the city of Sitka, the city of Anchorage, and the 
city of Palmer. These involve, respectively, 14.82 acres, 9.76 acres, 
1.15 acres, a portion of 1 lot, a city block, and an area of approximately 
one-half acre. The first four conveyances relate to school buildings, 
the fifth to a warehouse site, and the sixth to a water-supply system. 
It is assumed that statutory validation will satisfy the grantees, but 
upon enactment of the proposed legislation, the Department of the 
Interior will issue new deeds upon request of applicants. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this proposed legislation to the Congress. 

Sincerely yours, 
RoGer Ernst, 
Assistant Secretary of the Interior. 


A BILL To amend the Alaska Public Works Act (63 Stat. 627, 48 U.S. C., sec. 
486, et seq.) to clarify the authority of the Secretary of the Interior to convey 
Federally owned land utilized in the furnishing of public works 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 5 of the Alaska 
Public Works Act (63 Stat. 627, 628, 48 U.S. C., sec. 486c), is hereby 
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ee by revising the next to the last sentence thereof to read as 
ollows: 

“Upon completion of the public works, the Secretary of the Interior 
shall transfer to the applicant, in conformity with the’ provisions of 
said agreement, possession of and all rights, title, and interest of the 
United States in and to said public works; and the Secretary is also 
authorized to convey title in fee simple or such lesser interest as he 
may determine in and to any Federally owned land under his juris- 
diction which may have been utilized in the furnishing of said public 
works: Provided, That the Secretary shall include in instruments of 
conveyance (1) a reservation to the United States of all mineral 
deposits in the lands conveyed, together with the right to mine and 
remove the same under applicable laws and regulations to be estab- 
lished by the Secretary; (2) a provision for the reversion to the 
United States, during a period of no longer than twenty-five years 
from the date of such instrument, of title to the conveyed land upon 
a finding by the Secretary that the land has not been used by the 
grantee or its successor for the purpose for which it was conveyed for 
a period of five years or such lesser period as the Secretary may 
specify in the conveyance; and (3) such other terms and conditions 
as he may determine to be appropriate.” 

Sec. 2. All instruments executed by the Secretary of the Interior, 
or his delegate, purporting to convey, under the Alaska Public Works 
Act, title to Federally owned land utilized in the furnishing of public 
works are hereby validated and confirmed. 


EX&cuTIVE OFFICE OF THE PRESIDENT, 
BurREAU OF THE BupGET, 
Washington, D. C., July 31, 1957. 
Hon. Dennis CuHAvez, 
Chairman, Committee on Public Works, 
United States Senate, 
Senate Office Building, Washington, D. C. 

My Dear Mr. Cuairman: This is in response to your request for 
the views of the Bureau of the Budget with respect to g 2535 to amend 
the Alaska Public Works Act (63 Stat. 627, 48 U.S. C., sec. 486) to 
clarify the authority of the Secretary of the Interior to convey fed- 
erally owned land utilized in the furnishing of public works. 

The bill would facilitate the administration of the Alaska Public 
Works Act by providing expressly that the Secretary of the Interior 
will have authority to convey both public and acquired lands of the 
United States to purchasers of the public works. 

Accordingly, the Bureau of the Budget would have no objection to 
to the enactment of S. 2535. 

Sincerely yours, 
Rosert E. Merriam, 
Assistant Director. 


CHANGES IN EXISTING LAW 


In compliance witb subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 











6 AMENDING THE ALASKA PUBLIC WORKS ACT 


Section 5 or rue ALaska Pusuic Works Act (63 Srar. 627, 628, 
48 U.S. C. 486c) 


Sec. 5. The Administrator, in providing public works for any 
applicant hereunder, shall enter into an appropriate agreement with 
the applicant pursuant to which the applicant shall agree, in consid- 
eration for such public works, to operate and maintain the public 
works at its own expense and to pay to the United States at such time 
or times as may be mutually agreed, a purchase price deemed by the 
Administrator to be reasonable and in the public interest. Such 
purchase price shall in no event be less than 25 per centum nor more 
than 75 per centum of the estimated cost or the actual cost, whichever 
is the lesser, to the United States of said public works, as determined 
by the Administrator, and the aggregate amount agreed to be paid by 
the applicants under all said agreements shall be sufficient, in the 
determination of the Administrator, to enable the United States to 
recover in the aggregate not less than 50 per centum of the total esti- 
mated cost to the United States of all the public works provided under 
this Act, it being the intent that the Administrator shall ultimately 
recover and cover into miscellaneous receipts approximately one-half 
of the total Federal funds expended for the provision of public works 
under this Act. [Upon completion of the public works the Adminis- 
trator shall transfer to the applicant, in conformity with the provi- 
sions of said agreement, possession of and all rights, title, and interest 
of the United States in and to said public works.] Upon completion 
of the public works, the Secretary of the Interior shall transfer to ihe 
applicant, in conformity with the provisions of said agreement, possession 
of and all rights, title, and interest of the United States in and to said 
public works; and the Secretary is also authorized to convey title in fee 
simple or such lesser interest as he may determine in and io any federally 
owned land under his jurisdiction which may have been utilized in the 
furnishing of said public works: Provided, That the Secretary shall 
include in instruments of conveyance (1) a reservation to the United 
Siates of all mineral deposits in the lands conveyed together with the right 
to mine and remove the same under applicable laws and regulations to be 
established by the Secretary; (2) a provision for the reversion to the 
United States, during a period of no longer than twenty-five years from 
the date of such instrument, of title to the conveyed land upon a finding by 
the Secretary that the land has not been used by the grantee or its successor 
for the purpose for which it was conveyed for a period of five years or such 
lesser period as the Secretary may specify in the conveyance; and (3) such 
other terms and conditions as he may determine to be appropriate. Any 
portion of the purchase price remaining unpaid on the date of such 
transfer, shall bear simple interest at 2 per centum per annum from 
such date to the date of payment. 


O 
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AUTHORIZING THE SECRETARY OF THE ARMY TO MAKE A SURVEY 
OF A WATER ROUTE FROM ALBANY, N. Y., INTO LAKE CHAM- 
PLAIN, N. Y. AND VT., WITH ULTIMATE CONNECTION WITH THE 
ST. LAWRENCE RIVER 


Avaust 22, 1957.—Ordered to be printed 


Mr. Kerr, from the Committee on Public Works, submitted the 
following 


REPORT 


(To accompany S. 2676] 


The Committee on Public Works, to whom was referred the bill 
(S. 2676) to authorize the Secretary of the Army to make a survey of 
a water route from Albany, N. Y., into Lake Champlain, N. Y. and 
Vt., with ultimate connection with the St. Lawrence River, having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 

The purpose of the bill is to authorize the Chief of Engineers, under 
the direction of the Secretary of the Army, to make a survey of a 
water route from Albany, N. Y., on the Hudson River into Lake 
Champlain, N. Y. and Vt.. with ultimate connection with the St. 
Lawrence River. 

STATEMENT 


The existing project on the Hudson River provides for a 32-foot 
channel from New York City to Albany, and a 14-foot channel from 
Albany to Waterford, N. Y., the eastern terminus of the Great Lakes 
to Hudson River Waterway. The New York State Barge Canal to 
Whitehall at the southern end of Lake Champlain has a depth of 
14 feet. The Federal project in Lake Champlain provides navigable 
depths of 12 feet. 

A route was investigated some time ago from Lake Champlain to the 
St. Lawrence River by way of Richelieu River and Chambly Canal to 
Sorel, Quebec, on the St. Lawrence east of Montreal. Residents of the 
affected States now desire investigation of a possible route that would 
link the metropolitan area of New York City with the St. Lawrence 
seaway. They believe that such a route would enable them to obtain 
cheaper shipping rates on grain and other products from the Middle 
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West. The people of Vermont and the Lake Champlain area would 
also benefit in this respect. 

There is no available report on this locality that could be properly 
reviewed and restudied under authority of a committee resolution. 
Local interests request this legislation in order that they can begin 
considering plans for future work when the St. Lawrence seaway has 
been seamed, 

Funds for making this survey would be obtained from the regular 
annual appropriations made to the Corps of Engineers for surveys 
and investigations. 

The committee believes that this legislation is highly desirable and 
recommends its enactment, 

O 
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PROVIDING FOR AN INVESTIGATION AND SURVEY WITH RESPECT 
TO THE RELOCATION OF THE FERRY COUNTY HIGHWAY ALONG 
LAKE FRANKLIN D. ROOSEVELT IN THE STATE OF WASHINGTON 


Avcust 22, 1957.—Ordered to be printed 


Mr. Kerr, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany S. J. Res. 50] 


The Committee on Public Works, to whom was referred the joint 
resolution (S. J. Res. 50) to provide for the relocation of the Ferry 
County, State of Washington, Highway by the Department of the 
Interior, having considered the same, report favorably thereon with 
amendments and recommend that the joint resolution as amended do 

ass. 

The amendments are as follows and are indicated in the bill as 
reported by line type and italics: 

Strike out all after the enacting clause and insert new Janguage in 
the nature of a substitute. 

Amend the title to read: 


Joint resolution to provide for an investigation and survey 
with respect to the relocation of the Ferry County Highway 
along Lake Franklin D. Roosevelt in the State of Washington. 


PURPOSE 


The purpose of Senate Joint Resolution 50 as amended by the 
committee is to direct the Secretary of the Interior and the Secretary 
of Commerce to make an investigation and survey with respect to the 
relocation of the Ferry County Highway in the State of Washington 
and to report their findings and recommendations to the Congress not 
later than 1 year from the date of enactment of the legislation. The 
survey is authorized conditional upon Ferry County contributing 50 
percent of the cost of the investigation estimated to cost $20,000, and 
authorizes the Secretaries to receive and expend such funds, 
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GENERAL STATEMENT 


A portion of the Ferry County Highway along Lake Roosevelt was 
relocated at Federal expense in connection with the construction of 
Grand Coulee Dam, and title to the new road was accepted by the 
county. Since its relocation, serious slides have occurred along the 
highway cutting it in four places. Investigations have indicated that 
a different route should have been chosen because of certain geological 
conditions that caused the landslides. 

A portion of the highway involved is located on the Federal-aid 
primary system, a part on the secondary system, and a portion on the 
Colville Indian Reservation. Certain sections of the route on the 
Federal-aid primary and secondary systems are also on the forest 
highway system. The estimated cost of the proposed investigation 
is $20,000. 

The Bureau of the Budget and the Departments of Commerce and 
Interior approve the legislation with recommended amendments to: 
(1) Provide that the proposed surveys, investigations, and report be 
made jointly by the Secretary of Interior and the Secretary of Com- 
merce; (2) provide that the Government’s contribution toward the 
survey be matched by the county; (3) provide that enactment of the 
legislation involves no admission of liability on the part of the Govern- 
ment; and (4) eliminate authorization of appropriations to relocate 
the highway. 

DISCUSSION 


The committee gave careful consideration to the comments of the 
Federal agencies on Senate Joint Resolution 50, and has amended the 
bill to conform with the suggestions. While the road was relocated 
at Government expense to replace a road now in the reservoir area, 
earlier preliminary investigations indicated the danger of slides that 
have subsequently occurred. 

The county, in acceptance of title to the new road, included a 
provision by which it would not waive its right to damages to the 
relocated road in the event water in Lake Roosevelt was raised above 
a certain elevation. The water in the reservoir has never reached the 
specified elevation, but there remains some doubt that water at a 
lower elevation contributed to the cause of the severe slides that cut 
the road in several places. 

The committee has been informed that these slides have isolated 
entire communities for many days and have proved very expensive to 
the county already severely strained in the matter of highway funds. 
The temporary detours provided at such slides are considered unsafe 
and have caused several accidents. 

In view of the past participation of Ferry County in the relocation 
of this road and the interest and benefits the county will derive there- 
from, the committee believes that the Federal contribution toward 
the survey should be matched by the county. The total expense 
involved in making the survey is estimated at $20,000, of which the 
contribution by Ferry County would be $10,000. 

The committee recommends enactment of the amended bill to pro- 
vide that the survey and report be made jointly by the Secretaries 
of the Interior and Commerce, that the Government’s contribution 
toward the cost be matched by the county, that enactment of the 
legislation involves no admission of liability on the part of the Federal 
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Government, and that the authorization included in the bill is for a 
survey and investigation only and includes no authorization of 
appropriations for construction work on relocation of the highway. 

The committee believes that this survey and investigation can 
assist in determining the proper relocation site for the road and the 
Federal responsibility in connection therewith. The report and 
recommendations of the Department of Interior and Department of 
Commerce will provide guides for future action of the Congress. 

The favorable reports of the Department of the Interior and the 
Department of Commerce, and the Bureau of the Budget on this 
legislation are as follows: 

DEPARTMENT OF THE INTERIOR, 
Washington, D. C., July 16, 1957. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 


Dear Senator Cuavez: You have requested a report from this 
Department on Senate Joint Resolution 50, a joint resolution to pro- 
vide for the relocation of the Ferry County, State of Washington, 
highway by the Department of the Interior. 

We would not object to enactment of Senate Joint Resolution 50. 
Several amendments are suggested the substance of which is set out 
later in this report. 

The resolution, if enacted, would direct this Department to under- 
take a survey looking to the relocation of portions of the Ferry County 
highway, which now run parallel to and not far distant from Lake 
Roosevelt, the reservoir behind Grand Coulee Dam, to areas which 
are not subject to landslides. Such slides into the lake have destroyed 
portions of the present road. 

Part of the road to be relocated replaced an earlier road which lay 
within what is now the reservoir area. This relocated portion was 
constructed at Government expense under plans and specifications 
which were approved by engineers of the Bureau of Reclamation and 
the Public Roads Administration-and, on advice of their county 
engineer, by the Board of Commissioners of Ferry County, Wash. 
Some of the investigations preliminary to this earlier relocation 
indicated the danger of slides that has since materialized. Since that 
time, however, further studies by the Geological Survey have been 
made which indicate clearly that a different road location should have 
been chosen. 

In accordance with the contracts for the earlier relocation, title to 
the new road was accepted by the county upon its completion, and the 
United States was released, except as otherwise specified, from dam- 
ages thereafter occurring. Article 8 of the contract of September 4, 
1940, for instance, reads as follows: 

‘The county, by the execution of this contract, does not waive its 
right to any damages that may be caused in the future to the said re- 
located road in the event that the United States raises the water in 
the Columbia River Reservoir above elevation 1,310 feet above sea 
level (U. S. B. R. datum). The county, however, does hereby re- 
lease and discharge the United States from all liability and damages 
resulting to said relocated road from the construction, operation and 
maintenance of Grand Coulee Dam and Columbia River Reservoir 
with the water in said Columbia River Reservoir continuously or 
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periodically at a maximum elevation of 1,310 feet above sea level 
(U. S. B. R. datum).” 

Water in the reservoir has never reached the elevation specified in 
this article. 

A portion of the Ferry County Highway referred to in the resolution 
is on the Federal-aid primary highway system, a part thereof is on the 
Federal-aid secondary highway system and a southern portion of the 
route is on the Colville Indian Reservation road system. Certain 
sections of the route on the Federal-aid primary and secondary bigh- 
way system are also on the forest highway system. It is our under- 
standing that, in view of this, the Department of Commerce believes 
that the survey, inv estigation, and report should be made jointly by 
that Department and this one. We would not object to an amen 
ment to this effect. 

A rough preliminary estimate by this Department indicates that 
the expense involved in making the survey will amount to about 
$20,000. In view of the past participation of Ferry County and its 
future interest in relocation of the road, we recommend that the 
resolution be amended to provide that the Government’s contribution 
toward the survey be matched by the county. We further recom- 
mend that the resolution be amended to make it clear that its enact- 
ment involves no admission of liability on the part of the Government. 

In addition to providing for the survey above indicated, Senate 
Joint Resolution 50 would authorize the appropriation of funds to 
construct the relocated road. We believe this to be premature and 
prefer that decision on construction be left for consideration after a 
survey report is available. We therefore recommend that lines 10-14 
on page 2 of Senate Joint Resolution 50 be deleted. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to your committee. 

Sincerely yours, 
Frep G. AANDABL, 
Assistant Secretary of the Interior: 





Tue SECRETARY OF COMMERCE, 
Washington, D. C., July 25, 1957. 
Hon. Dennis CHAVEz, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 


Dear Mr. Cuarrman: This is in reply to your request of February 
5, 1957, for the views of this Department concerning Senate Joint 
Resolution 50, a joint resolution to provide for the relocation of the 
Ferry County, State of Washington, Highway by the Department of 
the Interior. 

The joint resolution would direct the Secretary of the Interior to 
make such surveys and investigations as he deems necessary with 
respect to the relocation of the Ferry County Highway in the State 
of Washington and to report his findings and recommendations to 
Congress not later than 1 year from the date of enactment of this 
legislation. The resolution would also authorize necessary sums to 
be appropriated for the relocation of the Ferry County Highway in 
accordance with such report and recommendations or such modifica- 
tions as may be approved by Congress. 
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As indicated in the proposed legislation, a number of landslides 
have occurred since the relocation of this highway in connection with 
the construction of the Grand Coulee Dam, cutting the highway, as 
relocated, in four places. It is further indicated that a different road 
location should have been chosen because of certain geological condi- 
tions subsequently determined at the site of such landslides. 

A portion of the Ferry County Highway referred to in the joint 
resolution is on the Federal-aid primary highway system, a part 
thereof is on the Federal-aid secondary highway system, and a southern 
portion of the route is on the Colville Indian Reservation road system, 
Certain sections of the route on the Federal-aid primary and secondary 
highway systems are also on the forest highway system. It is recom- 
mended, therefore, that the joint resolution be amended to provide 
that the proposed surveys, investigations, and report be made jointly 
by the Secretary of the Interior and the Secretary of Commerce. 

It is believed that authorization for appropriation of funds may be 
deferred until such time as the proposed surveys and investigations 
have been completed and Congress has had opportunity to consider 
the findings and recommendations contained in the report which 
would be required. It is suggested, therefore, that consideration be 
given to the deletion of lines 10 through 14 on page 2 of the joint 
resolution. 

If Senate Joint Resolution 50 is amended in line with the foregoing 
recommendation, the Department would interpose no objection to its 
enactment. 

The Bureau of the Budget has advised that it would interpose no 
objection to the submission of this report to your committee. 

Sincerely yours, 
SrincLarnR WEEKS, 
Secretary of Commerce. 





EXEcuTIvVE OFFICE OF THE PRESIDENT, 
Bureau oF THE BupGet, 
Washington, D. C., July 12, 1957. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, 
Senate Office Building, Washington, D. C. 

My Dear Mr. Cuarrman: This is in reply to your letter of Febru- 
ary 5, 1957, requesting the views of the Bureau of the Budget with 
respect to Senate Joint Resolution 50, a joint resolution to provide for 
the relocation of the Ferry County, State of Washington, Highway by 
the Department of the Interior. 

Enactment of Senate Joint Resolution 50 would authorize and 
direct the Secretary of the Interior to investigate the relocation of the 
Ferry County Highway along Lake Franklin D. Roosevelt and to 
report his findings to the Congress not later than 1 year from the 
date of enactment of the resolution. It would also authorize the ap- 
propriation of such sums as would be necessary to relocate the high- 
way. The cost of the proposed investigation is estimated by the 
Department of the Interior at about $20,000. 

A portion of the highway in question was relocated at Federal 
expense in connection with the construction of Grand Coulee Dam 
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and title to the new road was accepted by Ferry County. Since 
that time, serious slides have occurred along the highway and investi- 
gations have shown that a different route would probably have been 
chosen for the relocation in the light of current knowledge. 

The Department of the Interior, in a report it proposes to present to 
your committee, recommends that the resolution be amended to pro- 
vide that the Government’s contribution toward the cost of the 
investigation be matched by Ferry County, and to make clear the 
fact that no admission of Government liability would be involved 
in its enactment. It also recommends that the language of Senate 
Joint Resolution 50 authorizing appropriations to relocate the highway 
be deleted. 

The Department of Commerce, in its proposed report on Senate 
Joint Resolution 50, recommends that because portions of the highway 
are on the Federal-aid systems the resolution be amended to permit 
the survey to be made jointly by the Departments of the Interior and 
Commerce. 

The Bureau of the Budget agrees with the proposed report of the 
Department of the Interior on Senate Joint Resolution 50, and would 
have no objection to enactment of the resolution if amended as 
recommended by that Department. We would not object to the 
participation of the Department of Commerce in the proposed survey. 

Sincerely yours, 
Rosert E. MERRIAM, 
Assistant Director. 


O 
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INCREASING STORAGE CAPACITY OF WHITNEY DAM AND RES- 
ERVOIR AND TO MAKE AVAILABLE 50,000 ACRE-FEET OF WATER 
FROM THE RESERVOIR FOR DOMESTIC AND INDUSTRIAL USE 


Avuaust 22, 1957.—Ordered to be printed 


Mr. Kerr, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany H. R. 2580] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 2580) to increase the storage capacity of the Whitney Dam 
and Reservoir and to make available 50,000 acre-feet of water from 
the reservoir for domestic and industrial use, having considered the 
same, report favorably thereon without amendment and recommend 
that the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to authorize an allocation of 50,000 acre- 
feet of storage capacity in the Whitney Dam and Reservoir in Texas 
to provide water for domestic and industrial purposes and to authorize 
the Secretary of the Army to enter into agreements with local interests 
for reimbursement to the Federal Government for the costs of the 
water supply storage and other costs involved. 


GENERAL STATEMENT 


The existing Whitney Dam and Reservoir project was authorized 
by the Flood Control Act approved August 18, 1941, for flood control, 
regulation of streamflow, power development, and other beneficial uses 
in accordance with recommendations of the Chief of Engineers in 
House Document No. 390, 76th Congress. The sum of $5 million 
was authorized for initiation and partial accomplishment of the proj- 
ect. The Flood Control Act approved December 22, 1944, authorized 
completion of the project. 

Construction of the project was begun in May 1947. The dam was 
completed in 1951 after which the project was placed in operation for 
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flood control and water conservation. Hydroelectric power facilities 
were completed during 1953. 

The total storage capacity of the existing project is 2,017,500 acre- 
feet which is presently allocated to the various authorized purposes ag 
follows: Flood control, 1,630,500 acre-feet between elevations 571 feet 
and 520 feet; power drawdown, 131,700 acre-feet between elevations 
520 feet and 510 feet; and permanent storage for power head and silt 
accumulation, 255,300 acre-feet below elevation 510 feet. Although 
the top of the power pool is at present established at elevation 520 feet, 
the powershouse and all electrical equipment have been designed for 
ultimate operation at elevation 533 feet when flood-control storage is 
provided at 6 other Corps of Engineers’ authorized projects in the 
basin or when operational experience indicates that raising of the 
power pool is feasible. 

DISCUSSION 


The committee has been informed that the design of Whitney Dam 
and Reservoir is such that it is not considered practicable to make 
structural alterations to provide 50,000 acre-feet of additional storage 
as provided by the bill. Therefore, if the water-supply storage is to 
be provided it must be reallocated from the existing or projected 
capacities. Such a reallocation of storage capacity should be based 
on additional detailed studies to determine the best overall economic 
use of the total reservoir capacity with the water-supply storage 
included in the project. 

It was also indicated that the costs to be borne by local interests for 
the storage service for water supply should be based on a cost alloca- 
tion wherein each function shares equitably in the savings resulting 
from multiple-purpose use of the project. Also, it was considered 
that the terms of contract should not exceed the economic life of the 
project, or 50 years, whichever is less. 

The committee is aware of the severe drought conditions that have 
prevailed in the Southwest as well as in other sections of our country, 
and has been vitally concerned with water conservation measures, 
and with development and use of authorized projects to their fullest 
extent in providing water supply storage for domestic, industrial, 
and other purposes. This proposed legislation is considered to be in 
full accord with the utilization and conservation of our natural re- 
sources and essential to the present and future economy of the several 
affected communities in the vicinity of the Whitney Dam and Reser- 
voir. The committee therefore recommends enactment of H. R. 
2580. 

Comments of the Secretary of the Army to the House Committee 
on Public Works on H. R. 2580 are as follows: 


DEPARTMENT OF THE ARMY, 
Washington, D. C., June 21, 1957. 
Hon. Cuarues A. Bucktey, 
Chairman, Committee on Public Works, 
House of Representatives. 

Dear Mr. Crarrman: Reference is made to your request for the 
views of the Department of the Army with respect to H. R. 2580, 85th 
Congress, a bill to increase the storage capacity of the Whitney Dam 
and Reservoir and to make available 50,000 acre-feet of water from 
the reservoir for domestic and industrial use. 
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The Department of the Army has considered the above-mentioned 
pill. The purpose of the bill is to authorize an increase in the storage 
capacity of the Whitney Dam and Reservoir in Texas to provide for 
the storage of an additional 50,000 acre-feet of water for domestic and 
industr ial purposes and to authorize the Secretary of the Army to enter 
into agreements with local interests for reimbursement to the Federal 
Government for water supply service rendered. 

The Flood Control Act approved August 18, 1941, approved the 
existing Whitney Dam and Reservoir project for flood control, regu- 
lation of streamflow, power development, and other beneficial uses in 
accordance with recommendations of the Chief of Engineers in House 
Document No. 390, 76th Congress, and authorized $5 million for initi- 
ation and partial accomplishment of the project. The Flood Control 
Act approved December 22, 1944, authorized completion of the project. 

The Whitney project provides a total storage capacity of 2,017,500 
acre-feet, all of which is being used for the authorized project pur- 
poses. The storage capacities presently allocated to the various 
purposes are as follows: flood control, 1,630,500 acre-feet between 
elevations 571 and 520; power drawdown, 131,700 acre-feet between 
elevations 520 and 510; and permanent storage for power head and 
silt accumulation, 255,300 acre-feet below elevation 510. 

Although the top of the power pool is at present established at 
elevation 520, the powerhouse and all electrical equipment have been 
designed for ultimate operation at elevation 533 when flood-control 
storage is provided at other Corps of Engineers’ projects in the basin 
or when operational experience indicates that raising of the power 
pool is feasible. The allocation of controlled storage capacity with 
operation at elevation 533 would be as follows: 1,375,300 acre-feet for 
flood control between elevations 571 and 533; 386,900 acre-feet for 
power drawdown between elevations 533 and 510; and 255,300 acre- 
feet for permanent storage and silt accumulation below elevation 510. 

The design of the Whitney Dam and Reservoir is such that it is not 
considered practicable to make structural alterations to provide 
50,000 acre-feet of storage as provided by the bill. Therefore, if the 
water-supply storage is to be provided it must be reallocated from the 
existing or projected capacities described above. Such a reallocation 
of storage should be based on additional detailed studies to determine 
the best overall economic use of the total reservoir capacity with the 
water-supply storage included in the project. To permit provision of 
the water-supply storage in this manner it is recommended that section 
1 of the bill be changed to read as follows: 

“That the Whitney Reservoir project approved by the Flood Con- 
trol Act approved August 18, 1941, is hereby modified to authorize 
the Secretary of the Army, acting through the Chief of Engineers, to 
allocate 50,000 acre-feet of w ater-supply storage in Whitney Reservoir, 
Texas, in such manner as to provide the best ov verall use of the project. " 

The costs which should be borne by local interests for the storage 
service for water supply should be based on a cost allocation wherein 
each function shares equitably in the savings resulting from multiple- 
purpose use of the project. Also, it is considered that the terms of 
contract should not exceed the economic life of the project or 50 years, 
whichever is less. To accomplish these objectives, it is recommended 
that section 2 be amended as follows: Delete the remainder of section 2 
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after the word “for” in line 10 and substitute the following therefor: 
“payment of the costs of the water-supply storage, including annual 
operation and maintenance costs, based on an equitable cost allocation 
to be made by the Chief of Engineers: Provided, That the term of the 
contract shall not exceed the economic life of the project or 50 years, 
whichever is less.” 

The Department of the Army has no objection to the enactment of 
H. R. 2580 if amended as recommended above. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Wivser M. Brucker, 
Secretary of the Army. 


Calendar No. 1116 


85TH CONGRESS } SENATE { Reporr 
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AMENDING THE ACT OF MAY 24, 1928, PROVIDING FOR A BRIDGE 
ACROSS BEAR CREEK AT OR NEAR LOVEL POINT, BALTIMORE 
COUNTY, MD., TO PROVIDE FOR THE CONSTRUCTION OF 
ANOTHER BRIDGE 


Avuaust 22, 1957.—Ordered to be printed 


Mr. Kerr, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany H. R. 6363] 


The Committee on Public Works, to whom was referred the bill 
(H. R. 6363) to amend the act of May 24, 1928, providing for a 
bridge across Bear Creek at or near Lovel Point, Baltimore County, 
Md., to provide for the construction of another bridge, and for other 
purposes, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of H. R. 6363 is to amend the act approved May 24, 
1928 (45 Stat. 727), which authorized the construction of the existing 
bridge across Bear Creek near Lovel Point, Baltimore County, Md., 
to authorize the combination thereof for financing purposes with a 
bridge proposed to be built by the present owner of the existing 
bridge, the Baltimore County Revenue Authority. Section 3 of the 
1928 act provided that, if the bridge were taken over or acquired by a 

litical subdivision of the State of Maryland, the rates of toll should 

e so adjusted that a sinking fund would be provided to amortize 
the cost of the bridge within a period not to exceed 20 years from the 
date of acquisition. Thereafter, the bridge is required to be main- 
tained and operated free of tolls, or the rates of toll adjusted to provide 
for maintenance and operation expenses. 

The bridge authorized by the 1928 act was completed in 1930 and 
subsequently was conveyed to the Baltimore County Revenue 
Authority, an agency of Baltimore County, Md. The bill would 
provide that the authority, after completion of the proposed bridge 
near the existing bridge, may fix, charge, and collect tolls for the use 
of each of said bridges at rates to provide a fund sufficient to amortize 
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the costs thereof within a period of 30 years from the date of com- 
pletion of the proposed bridge. Such bridges would thereafter be 
maintained and operated free of tolls or the rates of tolls adjusted to 


provide for maintenance and operation thereof, 


GENERAL STATEMENT 


The committee has been advised that the traffic congestion in the 
area of Baltimore County where the existing brides is located is 
serious and will become even more serious when the expansion now 
being undertaken by the Bethlehem Steel Co. at Sparrows Point, Md., 
is completed. There are very few roads leading into Sparrows P oint 
and some 35,000 employees of the steel plant there use these roads at 
the present time. With the expansion of the fe unt the number of 


employees will increase. ‘The Bethle hem Steel Ci . pli unt at this loca- 
tion will be the larooet single integrated steel-making plant in the 
world when the expansion work is completed. The com; any has 


planned and is carrying out an extended highway system on its prop- 
erty at Sparrows Point in Baltimore County, and the second bridge 
proposed by H. R. 6363 will tie in with these roads and highways, and 
also with other roa ls and highways which are planned for early con- 
struction by the Highway Department of Baltimore County. 

A second bridge will serve to accelerate the flow of traffic in this 
area in Baltimore County, will sccommodate many thousands of 
workers in the Bethlehem Steel Co. plant and in other industrial 
plants in the same general area, thus saving many man-hours of work, 
and will reduce fire and other hazards which are increased by traffic 
congestion. 

‘ine committee has concluded that an additional bridge is urgently 
needed to relieve present congestion and care for future anticipated 
traffic in the area. The committee further concludes that combination 
financing with the existing bridge at the Lovel Point location would 
be prop r and desirable as contemplated by the provisions of H. R. 
6363. 

Enactment of the legislation would involve no expenditure of Federal 
funds. 

Comments of the Secretary of the Army, the Secretary of Commerce, 
and the Bureau of the Budget on S. 1829, an identical bill, are as 
follows: 


DEPARTMENT OF THE ARMY, 
June 28, 1957. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 

Dear Mr. Cuarrman: Reference is made to your request of April 
10, 1957, for the views of the Department of the Army with respect 
to S. 18: 29, 85th Congress, Ist session, a bill to amend the act of May 
24, 1928, providing for a bridge across Bear Creek at or near Lovel 
Point, Baltimore County, Md., to provide for the construction of 
another bridge, and for other purposes. 

The Department of the Army offers no objection to favorable 
consideration of the above-mentioned bill. 

The act of May 24, 1928 (45 Stat. 727) authorized the construction, 
maintenance, and operation of a bridge and approaches thereto by 
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Elmer J. Cook across Bear Creek at or near Lovel Point, Baltimore 
County, Md., in accordance with the provisions of the act of Congress 
of March 23, 1906. Section 2 provides for acquisition of the bridge 
by public agencies and section 3 provides for the charging of tolls to 
provide for the maintenance, repair, and operation of the bridge and 
approaches thereto and to provide a sinking fund to amortize the 
amount paid for the bridge and approaches within a period of 20 
years from the date of such acquisition. After the sinking fund is 
provided, the bridge is to be free of tolls or the tolls so adjusted as 
to provide only for the costs of maintenance, operation, and repair 
of the bridge. 

S. 1829 would authorize the Baltimore County Revenue Authority, 
of Baltimore County, Md., to construct another bridge adjacent to 
the existing bridge and after completion thereof to fix and charge tolls 
on both bridges notwithstanding any provision to the contrary con- 
tained in the act of May 24, 1928. Tolls would be collected on both 
bridges to provide a fund sufficient to pay the cost of the maintenance 
and operation of both bridges and provide a sinking fund sufficient to 
pay the cost of both bridges and the approaches thereto, including 
interest and financing costs, within a period of 30 years after the ad- 
ditional bridge is completed by the authority. After amortization, 
the bridges shall be maintained and operated free of tolls or the tolls 
so adjusted as to provide a fund not to exceed the amount necessary 
for maintenance, operation, and repair of the bridges. 

The Bureau of the Budget advises that there would be no objection 
to the submission of an ideatical report on an identical bill, H. R. 6363. 

Sincerely yours, 
Witeer M. Brucker, 
Secretary of the Army. 


Tue Secretary oF CoMMERCE, 
Washington, D. C., July 25, 1957. 
Hon. Dennis Cuavez, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 

Dear Mr. CuarrMAN: This is in reply to your request of April 10, 
1957, for the views of this Department concerning S. 1829, a bill to 
amend the act of May 24, 1928, providing for a bridge across Bear 
Creek at or near Lovel Point, Baltimore County, Md., to provide for 
the construction of another bridge, and for other purposes. 

Subject to the comments contained herein, the Department would 
interpose no objection to the enactment of S. 1829. 

The bill would amend the act approved May 24, 1928 (45 Stat. 727), 
which authorized the construction of the existing bridge across Bear 
Creek near Lovel Point, Baltimore County, Md., to authorize the 
combination thereof for financing purposes with a bridge proposed 
to be built by the present owner of the existing bridge, the Baltimore 
County Revenue Authority. Section 3 of said 1928 act provided that, 
if the bridge were taken over or acquired by a political subdivision of 
the State of Maryland, the rates of toll should be so adjusted that a 
sinking fund would be provided to amortize the cost of the bridge 
Within a period not to exceed 20 years from the date of acquisition. 
Thereafter, the bridge is required to be maintained and operated free 
of tolls, or the rates of toll adjusted to provide for maintenance and 
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operation expenses. The bridge authorized by the 1928 act was com. 
pleted in 1930 and subsequently was conveyed to the Baltimore 
County Revenue Authority, an agency of Baltimore County, Md, 
The proposed legislation would provide that the authority, after com- 
pletion of the proposed bridge near the existing bridge, may fix 
charge, and collect tolls for the use of each of said bridges at rates to 
provide a fund sufficient to amortize the costs thereof within a period 
of 30 years from the date of completion of the proposed bridge. Such 
bridges would thereafter be maintained and operated free of tolls or 
the rates of tolls adjusted to provide for maintenance and operation 
thereof. 

The bridge for which the bill would authorize combination financing 
with the existing bridge at the Lovel Point location would appear to 
be a desirable improvement. It is suggested, however, that con- 
sideration be given to amending the pending bill to provide that each 
of said bridges would be free when both bridges are paid for. Such 
amendment would be consistent with the toll-free provisions of sec- 
tion 506 of the General Bridge Act of 1946, as amended, relating to 
publicly owned interstate toll bridges. This may be accomplished 
by inserting a period immediately after the phrase ‘‘free of tolls” in 
line 18 on page 2 of S. 1829 and by deleting the remainder of line 18 
and all of lines 19, 20, and 21 on page 2. 

Enactment of the proposed legislation would involve no ex- 
penditure of Federal funds. 

Subject to the foregoing, the Department would interpose no 
objection to the enactment of S. 1829. 

We have been advised by the Bureau of the Budget that it would 
interpose no objection to the submission of this letter. 

Sincerely yours, 
SIncLAIR WEEKS, 
Secretary of Commerce, 


EXeEcuTIvVE OFFICE OF THE PRESIDENT, 
BurREAU OF THE BuDGET, 
Washington, D. C., June 25, 1957. 
Hon. Dennis CHAVEZ, 
Chairman, Committee on Public Works, 
United States Senate, 
Senate Office Building, Washington, D. C. 

My Dear Mr. Cuarrman: This is in reply to your letter of April 
10, 1957, requesting the views of this Office with respect to S. 1829, 
a bill to amend the act of May 24, 1928, providing for a bridge across 
Bear Creek at or near Lovel Point, Baltimore County, Md., to provide 
for the construction of another bridge, and for other purposes. 

This Office would have no objection to the enactment of this 
measure. 

Sincerely yours, 
Percy Rappaport, Assistant Director. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted 
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is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman); 


[Pustic—No. 498—70TH Cona.] 


[S. 4401] 


AN ACT Authorizing Elmer J. Cook, his heirs, legal representatives, and assigns, 
to construct, maintain, and operate a bridge across Bear Creek at or near 
Lovel Point, Baltimore County, Maryland. 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That in order to promote 
interstate commerce, improve the postal service, and provide for 
military and other purposes, Elmer J. Cook, his heirs, legal repre- 
sentatives, and assigns, be, and is hereby, authorized to construct, 
maintain, and operate a bridge and approaches thereto across Bear 
Creek, at a point suitable to the interests of navigation, at or near 
Lovel Point, Baltimore County, Maryland, in accordance with the 
provisions of the Act entitled “An Act to regulate the construction 
of bridges over navigable waters,’ approved March 23, 1906, and 
subject to the conditions and limitations contained in this Act. 

Sec. 2. After the completion of such bridge, as determined by the 
Secretary of War, either the State of Maryland, any political subdi- 
visions thereof within or adjoining which any part of such bridge 
is located, or any two or more of them jointly, may at any time 
acquire and take over all right, title, and interest in such bridge and 
its approaches and any interests in real property necessary therefor, 
by purchase or condemnation in accordance with the laws of such 
State governing the acquisition of private property for public pur- 
poses by condemnation. If at any time after the expiration of 
twenty years after the completion of such bridge and its approaches 
the same is acquired by condemnation, the amount of damages or 
compensation to be allowed shall not include good will, going value, 
or prospective revenues or profits, but shall S limited to the sum 
of (1) the actual cost of constructing such bridge and its approaches, 
less a reasonable deduction for actual depreciation in value; (2) the 
actual cost of acquiring such interests in real property; (3) actual 
financing and promotion cost, not to exceed 10 per centum of the 
sum of the cost of constructing the bridge and its approaches and 
acquiring such interests in real property; and (4) actual expenditures 
for necessary improvements. 

Sec. 3. If such bridge shall at any time be taken over or acquired 
by any municipality or other political subdivisions or subdivisions 
of the State of Maryland under the provisions of section 2 of this Act, 
and if tolls are charged for the use thereof, the rates of toll shall be 
so adjusted as to provide a fund sufficient to pay for the cost of 
maintaining, repairing, and operating the bridge and its approaches, 
and to provide a sinking fund sufficient to amortize the amount paid 
for such bridge and its approaches as soon as possible under reason- 
able charges, but within a period of not to exceed twenty years from 
the date of acquiring same. After a sinking fund sufficient to amortize 
the cost of acquiring the bridge and its approaches shall have been 
provided, such bridge shall thereafter be maintained and operated 
free of tolls, or the rates of toll shall thereafter be so adjusted as to 
provide a fund of not to exceed the amount necessary for the proper 











6 AMENDING THE ACT OF MAY 24, 1928 


care, repair, maintenance, and operation of the bridge and its ap- 
proaches. An accurate record of the amount paid for the bridge and 
its approaches, the expenditures for operating, repairing, and main- 
taining the same, and of daily tolls collected shall be kept and shall 
be available for the information of all persons interested. 

Sec. 4. Elmer J. Cook, his heirs, legal representatives, and assigns, 
shall, within ninety days after the completion of such bridge, “file 
with the Secretary of War, and with the highws ay department of the 
State of Maryland, a sworn itemized statement showing the actual 
original cost of constructing the bridge and its approac ches, the actual 
cost of acquiring any interest in real property necessary therefor, 
and the actual financing and promotion costs. The Secre tary of W ar 
may, and at the request of the highway department of the State of 
Maryland shall, at any time within three years after the completion 
of such bridge, investiga ite such costs and determine the accuracy and 
the reasonableness of the costs alleged in the statement of costs so 
filed, and shall make a finding of the actual and reasonable costs of 
constructing, financing, and promoting such bridge; for the purpose 
of such investigation the said Elmer J. Cook, his heirs, legal repre- 
sentatives, and assigns shall make available all records in connection 
with the construction, financing, and promotion thereof. The find- 
ings of the Secretary of War as to the reasonable costs of the con- 
struction, financing, and promotion of the bridge shall be conclusive 
for the purposes mentioned in section 2 of this Act, subject only to 
review in a court of equity for fraud or gross mistake. 

Sec. 5. The right to sell, assign, transfer, and mortgage all richts, 
powers, and privileges sileshed by this Act is hereby granted to 
Elmer J. Cook, his heirs, legal representatives, and assigns, and any 
corporation to which or any person to whom such rights, powers, and 
privileges may be sold, assigned, or transferred, or who shall acquire 
the same by mortgage foreclosure or otherwise, is hereby authorized 
and empowered to exercise the same as fully as though conferred 
herein directly upon such corporation or person. 

Sec. 6. Notwithstanding the prov sions of section 3, the Baltimore 
County Revenue Authority (hereafter in this Act referred to as the “au- 
thority’) of Baltimore County, Maryland, or its successors or assigns, 
after an additional br idge is completely constructed by the authority at a 
point near but inland from the bric dge authorized by the first section of this 
Act, may fir, charge, and collect tolls for the use of each of such two 
bridges, at rates so adjusted as to pro ide, within a period of thirty years 
from the date on which such additional bridge is com) pletely constructed 
by the authority, a fund which in the aggrege ite does n ot exceed an amount 
sufficient (1) to pay the reasonable costs of maintaining, repairing, and 
operatin g such hi ) bridge s and their a pproaches under economical man- 
agement, and (2) to pr ‘ovide a sinking fund t to pay the cost to the authority 
of such two bridae s inc cluding reasi ynable interest and financing costs. 
Such bridges shall thereafter be maintained and operated free of tolls or 
the rate of tolls on such bridges shall thereafter be so adjusted as to provide 
a fund of not to exceed the amount necessary for the proper care, repair, 
maintenance, and operation of such bridges and their approaches. An 
accurate record of all amounts ‘paid for such br idges and their approaches; 
of the expenditures for operating, repairing, and maintaining such bridges 
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and their approaches; and of daily tolls collected on such bridges shall be 
kept by the authority, or its successors or assigns, and shall be available 
for the information of all interested persons. 

Sec. [6] 7. The right to alter, amend, or repeal this Act is hereby 
expressly reserved. 

Approved, May 24, 1928. O 
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AMENDING THE ACT ENTITLED “AN ACT MAKING APPROPRIA- 
TIONS FOR THE CONSTRUCTION, REPAIR, AND PRESERVATION 
OF CERTAIN PUBLIC WORKS ON RIVERS AND HARBORS AND FOR 
OTHER PURPOSES”, APPROVED JUNE 3, 1896 


Avucust 22, 1957.—Ordered to be printed 


Mr. Kerr, from the Committee on Public Works, submitted the 
following 


REPORT 


[To accompany 8. 2603] 


The Committee on Public Works, to whom was referred the bill 
(S. 2603) to amend the act entitled ‘““An act making appropriations 
for the construction, repair, and preservation of certain public works 
on rivers and harbors, and for other purposes”, approved June 3, 1896, 
having considered the same, report favorably thereon without amend- 
ment and recommend that the bill do pass. 


PURPOSE 


The purpose of S. 2603 is to delete certain language from the act of 
June 3, 1896, limiting the width between the pier and bulkhead lines 
on the south shore of Gowanus Creek in Brooklyn, N. Y., and also 
limiting the area that can be filled with solid materials. 


GENERAL STATEMENT 


The act of June 3, 1896, limits the width of the piers between bulk- 
head and pierhead lines on the south shore of Gowanus Creek and Fort 
Hamilton in Brooklyn to 300 feet, and also limits the amount of solid 
fill that may be used in the construction of such piers. 

The Department of Marine and Aviation of New York City is en- 
gaged in planning a shipping terminal in that area of Brooklyn. The 
plan of development determined to be most economical and practical 
would be inconsistent with the provisions of the existing law. 

The proposed plan provides for the construction of a pier 700 feet 
wide and the use of a greater quantity of solid fill than is allowed by 
the law. These restrictive provisions are outmoded in view of the 
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nature of present-day terminal operations and the size of the modern 
ships which would berth at the terminal. 

The estimated cost of the proposed development is about $10 mil- 
lion; while with pile construction for the substructure, rather than 
fill, the cost would be about $4 million higher. Leasing negotiations 
are now in progress. There are no Federal funds involved in the 
project. 

DISCUSSION 


The committee has been informed that the plan proposed by the 
city is considered the most economical and practical to meet the ter- 
minal operations contemplated in this harbor and the use to be made 
thereof. The shipping company to which the proposed terminal is 
expected to be leased, has need for berthing accommodation for 4 
cargo ships, 1 or more lighters, a large shedded cargo area, and also a 
large unshedded cargo storage and truck loading, unloading, and 
maneuvering area. 

The overall dimensions for a terminal that can be built at the site to 
meet. these basic requirements are about 1,060 feet in length and 710 
feet wide. These dimensions conflict with the limitations of the act 
of 1896, which permits a maximum width of 300 feet. The method of 
construction of solid fill, rather than pile construction, is also in con- 
flict with the act of 1896 which permits such fill only to the extent 
that a water prism to receive the tidal inflow is maintained back of the 
bulkhead line. 

The Secretary of the Army is given general discretion over the 
establishment of harbor lines, the extension of piers, and the use of 
fill in tidal waters by section 11 of the River and Harbor Act of 1899. 
Under the provisions of that act, the Secretary of the Army could 
authorize the type of pier construction proposed, except for the 
restrictive provisions of the 1896 act. 

Construction or placing of any structure or fill in navigable waters 
of the United States requires a permit issued by the Corps of En- 
gineers. With the existing law in effect, such agency could not issue 
the necessary permit, revise the harbor lines, or relocate the approved 
bulkhead lines channelward of the proposed limits of solid fill con- 
struction. 

The committee is aware of the efficiency of operation of the continu- 
ous U-shaped transit shed over that of finger piers, the savings in first 
cost of about $4 million, the lower maintenance cost of the solid-fill 
construction over that of pile construction, permit faster completion, 
and be less subject to fire or explosion. Cargo ships have increased in 
size since the passage of the act of 1896, and long-distance trucks are 
today carrying an “increased percentage of the cargo as compared 
with that handled by rail. The large trailer units involved a 
larger pier widths, truck courts, parking, and maneuvering areas, in 
the vicinity of the piers. 

The committee recommends enactment of S. 2603, believing it to 
be in the interest of the potential value of the maritime economy of 
New York City and to the large number of persons who will benefit, 
directly and indirectly, from this most important addition to the 
city’s harbor. 

The Bureau of the Budget has advised that they have no objection 
to enactment of this legislatior, and that the comments of the Secre- 
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tary of the Army likewise voicing no objection, have been cleared 
for submission to the committee. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4), rule XXIX, of the Standing 
Rules of the Senate, change in existing law proposed by the bill is 
shown as follows (existing law proposed to be omitted is enclosed in 
black brackets) : 

An act making appropriations for the construction, repair, and 
preservation of certain public works on rivers and harbors, and for 
other purposes, approved June 3, 1896, section 1, paragraph entitled 
“Brooklyn Pier and Bulkhead Lines Extended”’: 

[And in order to meet the demands of the greatly enlarged size of 
vessels, and of increasing commerce, it is hereby further provided that 
such piers as may be built between Seventeenth Street, on the south 
shore of Gowanus Creek, and Fort Hamilton may be constructed so 
that so much thereof as shall be between the pier and bulkhead lines 
may be of a linear width not to exceed three hundred feet, and, 
whether, of that width or of less width, may be filled with solid 
materials when an equal tidal prism or space to receive the inflow of 
the tides is provided in compensation therefor, behind the authorized 
bulkhead line and adjacent to said piers. J 


O 
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ADDITIONAL DISTRICT JUDGE FOR THE DISTRICT OF 
MASSACHUSETTS 


Avaust 22, 1957.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. 1224] 


The Committee on the Judiciary, to which was referred the bill 
(S. 1224) to provide for the appointment of a district judge for the 
district of Massachusetts, having considered the same, reports 
favorably thereon without amendment and recommends that the bill 
do pass. 

PURPOSE 


The purpose of the proposed legislation is to provide that the 
President shall appoint, by and with the advice and consent of the 
Senate, 1 additional district judge for the district of Massachusetts, 
raising the complement of judges in that district from 5 to 6. 


STATEMENT 


This legislation has been recommended by the Judicial Conference 
of the United States and the committee previously, in the 84th 
Congress, recommended this legislation to the favorable consideration 
of the Senate. 

Additional hearings were held on this matter in the 85th Congress, 
and it appears to the committee, on the basis of the evidence sub- 
mitted, that the need for this judgeship has grown increasingly great 
since the committee’s prior recommendation that the district of 
Massachusetts be granted an additional judgeship. 

The district of Massachusetts has five judges all of whom reside in 
Boston and hold court in that city. From time to time trials are held 
in Springfield when there is sufficient business to warrant a term of 
court there. The last judgeship for the district was established in 
1954 and Judge Aldrich was appointed to fill this position within 
3 months of its creation. There have been no vacancies in office of 
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any duration in the last 10 years, although one of the judges has been 
disabled by a heart condition which has kept him away from the court 
on various occasions. At the present time 2 of the judges are over 
70 years of age, 2 are about 50 years old, and the chief judge igs 
61 years of age. 

In the years since the Second World War the civil business of the 
district has mounted steadily. In the most recent 3-year period the 
total civil cases filed have averaged in number 1,220 of which 860 have 
been private civil cases. In 1941, the last full year prior to the war, 
there were 4 judges and 849 total civil cases were commenced of 
which 331 were suits between private parties. On a percentage basis 
the increase in total civil cases in the last 15 years has been about 
40 percent with an increase in the judicial force of 25 percent. 

But the workload of the court has increased to a degree greater than 
that shown by the mere numerical increase in cases; the reason is the 
shift in the types of cases commenced in the district. The private 
civil cases, which accounted for about 40 percent of the civil caseload 
in 1941, now constitute 70 percent of the civil business of the court. 
Studies have revealed that 1 private civil case on the average requires 
3 times the amount of judicial time for the disposition of a civil suit 
to which the United States is a party. 

The increase in judicial manpower in 1954 came at a time when the 
district of Massachusetts was experiencing a caseload which was among 
the highest nationally and while the new judgeship has provided a 
measure of relief, the civil caseload per judge (particularly the private 
civil caseload) remains greatly in excess of the national average. In 
1956 there were 247 total civil cases commenced per judgeship in the 
district compared with a national average of 225 cases and there were 
177 private civil cases commenced compared with a national average 

er judgeship of 135 private civil cases. ‘The 1941 private civil case- 
foad was 83, less than one half the present caseload 

At the end of 1956 there was an accumulation of 1,660 civil cases of 
which 1,254 were private suits. This was a reduction of almost 250 
cases from the number pending a year earlier, the first reduction to 
occur since 1951. Though encouraging, the numerical gain on the 
civil dockets is somewhat illusory inasmuch as the time-consuming 
private civil backlog was reduced less than 50 cases. The delay in 
getting cases to trial because of the sizable backlog is shown by the 
time requisite for the trial and disposition of cases terminated after 
trial in 1956. The median time interval from filing to disposition was 
18.9 months compared with a national median of 15.4 months and a 
median time interval from issue to trial of 15.7 months compared with 
a national median of 10,3 months. 

In Boston the court employs the individual assignment system 
whereby the cases are distributed at the time of filing and given to a 

articular judge to be handled entirely by him until final disposition. 
“hree of the judges have less than 300 civil cases each on their civil 
dockets, but 2 are seriously in arrears with 400 and 500 pending civil 
cases respectively. Thus while some judges are trying cases within 
10 to 18 months of joinder of issue, 2 are requiring 25 to 32 months 
on the basis of the median time interval in 1956. The overall situa- 
tion shows an inability of the court to accomplish a significant re- 
duction in the pending civil cases. With a general population increase 
especially in the Boston area, a rising trend in the level of business 
activity, a blossoming electronics industry stimulated by the presence 
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of the Massachusetts Institute of Technology and the ever-increasing 
interstate automobile and truck traffic, the present trend toward 
more time-consuming private litigation may be expected to continue. 

Patent suits are on the increase, there are a number of Government 
antitrust suits in the early stages now pending, the court has a back- 
log of about 30 private antitrust suits, and 2 Smith Act prosecutions 
await trail. 

Except for the two Smith Act cases which may consume a great 
deal of court time, the criminal caseload is not formidable and as a 
result of the priority given to these cases, the criminal dockets are 
current. 

The committee is impressed with the evidence in support of this 
legislation and, on the basis of the foregoing, reaffirms its age 
tion of the 84th Congress and recommends that the bill, S. 1224, be 
favorably considered. 

Attached hereto and made a part hereof is statistical data prepared 
by the Statistical Division of the Administrative Office of the United 
States Courts concerning the judicial business of the United States 
District Court for the District of Massachusetts, 


MASSACHUSETTS 
District oF MASSACHUSETTS 


TaBLe 1.—Civil cases commenced and terminated, by fiscal year, and pending at the 
end of each year beginning with 1941 






































TOTAL CIVIL CASES 

Fiscal year Com- | Termi- Pending Fiscal year Com- Termi- | Pending 
menced nated | June 30 menced nated June 30 

maa | Suncibete —| —|| Sconce 
Si cdidsecsthetsceecetommenes 849 761 Tee is Wettisencaduenane« 981 962 1, 224 
eet cel 811 729 OO BR eccuitacinen 1,201} 1,054 1) 371 
Sistce cone 655 762 600 -17- 1061. 2.00.ccceuse 1, 269 1, 289 1, 351 
Piabindtccocautnn 796 854 772 cite 1, 636 1, 424 1, 563 
Sl itnkimnene 1, 284 1, 077 ol... 1, 552 1, 241 1, 874 
ace 1, 978 1, 653 1, Se I ae ioscdnenctonee- 1, 185 1, 164 1, 895 
ibeecedsacen 1, 492 1, 421 3,076 tt 10GB so. ecccccccess 1, 242 1, 230 1, 907 
 _ 1,021 | 1,191 1, 205 | BOUD cadegugeieons 1, 233 1, 480 1, 660 

| 
PRIVATE CIVIL CASES 
5 sauscsleatiSiii 

Fiscal year Com- | Termi- | Pending Fiscal year Com- Termi- | Pending 
menced nated June 30 menced nated June 30 

a i “a — 
an ee 331 | 358 400 463 406 546 
1942... 372 355 417 || 195 490 393 643 
es cc iccah sd 194 323 288 || 568 500 7il 
ites nein teen | 204 220 272 |} 736 583 8O4 
eta wencekekthes 280 220 332 |} 844 589 1,119 
innsiecks dima 320 287 365 || 856 732 1, 243 
ai 460 326 499 || 841 784 1, 300 
iinicinng Minder | 515 525 489 883 929 1, 254 








23004°—58 S. Rept., 85-1, vol. 4——36 
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TABLE 2.— United States civil cases and criminal cases commenced and terminated, 
by fiscal year, and pending at the end of each year beginning with 1941 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


[Price and rent control cases are in parentheses !} 























| 
Fiseal year | Commenced Termi- | Pending || Fiscal year Commenced Termi- | Pending 
nated June 30 | nated June 30 

desis 0 wield 
403 455 518 (169) 556 678 
374 520 | 711 (325) 661 728 
(59) 439 542 701 (379) 789 640 
(184) 634 500 || 900 (493) 841 699 
(599) 857 647 708 272) | 652 755 
(1, 298) 1, 366 939 329 432 652 
(608) 1, 095 876 401 446 607 
(148) 666 716 || 350 551 406 








CRIMINAL CASES 


(Cases transferred are not included in “‘Commenced” and ‘“Terminated” columns] 





| 
Fiscal year | Commenced Termi- | Pending Fiscal year Commenced Termi- | Pending 
nated June 30 nated | June 30 





NO rs 334 332 185 || 








193 223 60 
Ptbsinenaed 321 314 192 238 241 76 
kaneis: 388 364 216 332 236 168 
BOR ktedeases 454 481 219 248 352 71 
De diseneaens 514 334 399 || 208 155 137 
ee ncdiwbetne 231 469 161 | 311 201 202 
RN scssipicscotpiini 202 290 79 || 1955.......... 363 389 164 
Secnnoimeee 243 249 DF WT Beet crcnes 234 301 119 


Hi 
1 Price and rent control cases are separately listed from 1943 to 1953. In many of these years they con- 


stituted a large proportion of all civil cases commenced, although they required on the average a relatively 
small proportion of court time per case for disposition. They are included in the figure which they follow. 


TABLE 3.—Cases commenced per judgeship 


Total civil cases Private civil cases Criminal cases (less 
immigration)? 


Fiscal year Number of 





judgeships 

Massachu-| National | Massachu-| National | Massachu-| National 

setts average ! setts average ' setts average ! 
BN bsicaiiedeaiensntaadid 4 212 164 83 82 84 153 
BOER. .cenecousceccs 4 203 168 93 77 80 161 
el itncttcrninbicres 4 164 158 4 58 97 174 
ll isiiistineiueniieie a 199 169 51 56 121 184 
stitiecieccmtiatindonn 4 321 295 70 57 129 176 
i ciaittesl deena 4 495 321 80 70 58 142 
Wt idbieaniitnte a 373 271 115 109 50 134 
skies datsces a 255 205 129 117 61 123 
asic iatennaliiieen 4 245 238 116 121 48 123 
mbeubtinesaiea 4 300 222 123 113 59 116 
BE ccrencpcdcbens 4 317 204 142 lli 83 106 
Ti nasipnlntsshipnen 4 409 236 184 126 62 112 
Seer 4 388 261 211 146 §1 114 
Sitisentidelieenn 5 237 210 171 127 61 103 
a er 5 248 212 168 126 70 104 
SPU Eb icempieondee 5 247 225 177 135 46 102 





1 This column includes 86 districts for 1949 and thereafter; 84 districts before 1949, 
? Immigration cases have been eliminated from this table because they occur in volume in only 5 districts 
on the Mexican border and because the average judicial time per case for their disposition is small. 


SS ae ee eee eee eel 
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TABLE 4.—Time elapsing in civil cases tried * 





Median interval in | Median interval in 
months from filing months from issue to 
Number of to disposition trial 
Fiscal year cases tried | 





Massa- National Massa- National 
chusetts median chusetts median 








1945... 2.2 2-n nnn n ne nnnnenceewennceee-oeecne= 56 11.5 9.0 8.0 5.3 
BOO. « cnncvcodvoccnercnncevesesoccccwcccse= 86 10.7 8.9 7.6 5.0 
WET . . ccccncccccccccccccccccencecccccencees 74 10.9 9.0 9.4 5.1 
IDAS.. .. .222 nnn ne nnn nn ennwnnsnneoenonencee= 148 11.7 9.9 7.8 5.8 
Tad cqvenpeccoccreesoegnnsesessoosnesemhe 93 12.7 10. 4 9.9 5.9 
Tillie naborcodaqeccenevonsnetepeceuscousuns 107 17.0 11,2 12.5 6.7 
BOBL... weccceccccocconscuscccsescesceesocess 125 12.9 12,2 9.1 7.3 
Tilia dcnposccngonptatnunesebouedsoncowocus 141 12.3 12.1 9.4 7.0 
EDs a ccccccodaquecesccesssadcossesassecsen 116 13. 4 12.4 10.8 7.4 
BeBe cwnccususquonesaqsosossocousconcpeeees 117 14.5 13. 5 11.8 8.1 
Bee Oe ccnccccodeeccennesesdssdoccuccscenacee 138 20.0 14.6 16.8 9.1 
FPEE. cncncnccaepqueccsonscocdecnsascanaanes 158 18.9 15.4 15.7 10.3 





1 The median time interval in months is computed for the civil cases in which a trial was held, which were 
terminated during the year, excluding land condemnation, habeas corpus, and forfeiture proceedings. No 
median interval is shown for the years 1945 through 1952 where less than 25 cases were terminated after trial. 
For the year 1953 and subsequent years, where there were less than 25 cases terminated after trial, a median 
is listed with an asterisk (*) on the basis of the number of cases terminated after trial for the last 2 years, 
provided there were 25 such cases for the 2 years. 
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TABLE 5.—Cases commenced per judgeship in this district and in 86 districts, by 
nature of suit, fiscal year 1956 












































Massachu- 86 districts 
setts 
Civil cases: 
eb 2 oan nidon dee cmnsenennntidanwens 247 225 
IN... hs ceatitcepenndeinehahaiehtimentiehni asi 70 90 
i nk i lie a te nia te neem Gertie 177 135 
United States cases: 

I i ee ea aomeniiel 49 73 
Land condemnation 1 4 
Fair Labor Standards Act 3 2 
Other enforcement suits 7 2 
Food and Drug Act 6 4 
I ES aamenenne 1 2 
Meeener MOR UOeEennn Mant) POGUE os Ac Le cecddubacconacecous 2 5 
rr ne So 8 dT . cnénenabiononcnapouaee 15 25 
I i iit hei eile rcephindidlanbilliiiemwetieesda 8 21 
ee Ee ar 7 8 
ne Er ae aaitibaeneorenaaniin 21 18 
i eee 1 3 
Habeas corpus 1 3 
Tort Claims Act 14 4 
Re ee Ee i camemanuisiomans 3 5 
eR ee 2 3 

Private cases: ue 
I Ee  heeaeleeanen | 66 33 
i I mnees 4 1 
I ll lect 6 6 
ene Cee IIL sepsvorendiinunlagsngstopipaepretoniamsiniiiee 1 
UI UID 9 oe a er ei ee gk 8 a be dtulibennde 2 3 
I eh ae aks) aati) ca og a Sa 32 10 
ani LS i ie nt Si ue udbbuddaeaubue 7 2 
NN aha ie i | 5 3 
OI es wang aiadeien 10 7 
ran gc 95 90 
a a 2 15 
I Oo cab ahesdiah acmadaniniainind 23 16 
I STE CA Sa a 1 3 
Personal injury (motor vehicle) 49 33 
I ere nndited 14 17 
al snail 5 5 
a awoan 15 | ll 
Criminal cases (less immigration)..............---.----.------------eeeeee-- | 46 102 





TABLE 6.—Civil and criminal trials commenced 
BY FISCAL YEAR 





| 
Total trials | Civil Criminal 


Fiscal year com | " aes 
menced 
| Total Nonjury Jury Total | Nonjury | Jury 
vine iestninaemeitiiinh Uielintteiatioendi ee ee 
esas 106 106 2 OP sdutenaee ee 
DO ceases 121 114 47 67 7 5 
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TABLE §6.—Civil and criminal trials commenced—Continued 
PER JUDGESHIP 

















Total trials eal Civil | Criminal 
Number of 
Fiscal year judgeships|- ~*+«| co 
Massachu-| National | Massachu-| National | Massachu-| National 
| setts OR RE average ! setts average ! setts average ! 
| 
4 27 39 27 OR tit 11 
4 30 40 29 27 2 13 
a 32 44 30 29 2 15 
5 33 40 26 25 7 15 
5 32 41 26 26 6 Fn ccthahibode 
5 40 43 | 34 29 6 14 





1 This column includes 86 districts. 


TABLE 7.—Civil cases pending on June 30, 1956 


PER JUDG 





Cases pending per 


ene | 
| 





ESHIP 


Cases pending per 
judgeship 












































Natureofsuit = j...._____ Nature of suit ms oa 
Massa- | National Massa- | National 
chusetts | average chusetts | average 

—————————— | — — ———$—$——<—$|- 
| 
Total civil cases. .......| 332 | 236 || Federal question. ...........- 91 44 
United States civil cases...... | 81 | 74 I cxintevcgtiiiitasiatiaiaii 6 2 
Private civil cases............ 251 | 162 Ci ictincmtitenininn 3 1 
= == Federal] Employers’ L jia- 
United States plaintiff........ | 34 46 pe ”. ROE 12 \ 
|——————_ —__— SORES BMG... a. cccntichtende 49 16 
Land condemnation...... | ~ 14 Patent : 8 5 
Antitrust eas Db Iie ciedcbad i| Other Federal question - La 14 11 
Other enforcement suits... 5 5 => ——_—_— 
Forfeitures and penalties. 3 4 || Diversity of citizenship--- 136 98 
Negotiable Instruments - - 8 8 -- 
Other contracts 5 9 |} iMGPURGOs 56 sk cLéawiaced 4 ll 
Other United States plain- 1} Other contracts_.........- 37 20 
ORS 4 7 | Real property a ieee ae kad 3 
= <= || Personal injury (motor 
United States defendant-....- 47 27 || vehicle) 64 34 
——— — Personal injury (other)... 23 21 
Tort Claims Act.......... 22 7 | Other diversity..........- 7 gy 
Tax suits " ~ ~ = —_—_—_—— 
Other United States de- AGO ..cnnccsscccsiosete™ 24 | 20 
Ree ieee es 17 13 
AGI 
a 
| Age of civil cases pending 
Total | _ y fo ee ae eS | 
Jurisdiction pend- Less 6 | | | 5 years 
ing than |months| lto2 | 2to3 | 3to4 {to 5 | and 
6 tol years | years years | years | over 
| months) year | 
| | | Sage y “| weg 
eee Garey CHE. < lncennenccean 1, 660 | 482 346 | 426 | 240 101 | 29 | 36 
United States civil.................- 406 
United States plaintiff..........- 169 
United States defendant.......-- 37 
ia ok at 1, 254 
Federal question ............-.-- | 455 | 133 102 | 
I fe ee eS | 678 | 199 | 167 
| a ae ee ee | 121 33 | 23 
' 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted igs 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


TirLe 28, Unitep States Copr 


§ 133. Appointment and number of district judges. 


Districts Judges 
* + . + . * * 

tie tenctomnenienrennetadvadbhengs tseebens [5] 6 
. * * * * * * 
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ADDITIONAL DISTRICT JUDGESHIPS FOR THE NORTH- 
ERN AND SOUTHERN DISTRICTS OF OHIO 


Avaust 22, 1957.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany S. 2832] 


The Committee on the Judiciary, to which was referred the bill 
(S. 2832) to provide for the appointment of 1 additional district 
judge for the northern district of Ohio and 1 additional district judge 
for the southern district of Ohio, having considered the same, reports 
favorably thereon without amendment and recommends that the 
bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to provide that the Presi- 
dent shall appoint, by and with the advice and consent of the Senate, 
1 additional district judge for the northern district of Ohio, and 1 addi- 
tional district judge for the southern district of Ohio, thus raising the 
number of judgeships for the northern district from 5 to 6 and for the 
southern district from 3 to 4. 


STATEMENT 


The committee recommended the creation of an additional district 
judgeship for the northern district of Ohio in its report on S. 1256 of 
the 84th Congress, and this legislation constitutes a portion of the 
recommendations of the Judicial Conference of the United States as 
relates to the State of Ohio. 

Hearings were held on this matter in the 85th Congress and it ap- 
pears to the committee, on the basis of the evidence submitted, that 
additional judgepower is amply justified for these two districts. 

The Judicial Code of 1911 provided for two district judges for the 
northern district of Ohio. An additional judgeship on a temporary 
basis was provided for by an act approved September 14, 1922 (42 
Stat. 837), and was made permanent by the act of August 19, 1935 
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(49 Stat. 659). <A fourth _judgeship, created on a temporary basis by 
the act of May 1, 1941 (55 Stat. 148), was made permanent by the a 
approved August 3, 1949 (63 3 Stat. 495), and a fifth permanent position 
was created by the act of February 10, 1954 (68 Stat. 8). 

The district is divided into 2 divisions, with 4 judges resident in 
Cleveland in the eastern division and 1 judge resident at Toledo in 
the western division. 

For the last 7 years, congestion of the civil dockets has been preva- 
lenat at Cleveland in the eastern division of this district. W hereas 
the majority of the cases in 1949 were being reached for trial in less 
than 9 months after issue was joined, this median interval had in- 
creased to 30.9 months in 1956. This congestion is the fruit of a 
heavy load of patent and antitrust litigation, a large increase in all 
private litigation, and the lack of a sufficient number of judges, 

In 1956, for cases tried in the eastern division, the median time 
from filing to disposition was 33.7 months compared to a national 
median of 15.4 months, and the median from issue to trial was 30.9 
months compared with the national median of 10.3 months. Delays 
such as this may entail a substantial denial of justice in some cases, 

In the western division the civil caseload is less than the caseload 
per judge in the eastern division, but has included some long cases 
whie fh have absorbed the entire time of the resident judge so that he 
has been unable to sit in Cleveland, but has kept the Toledo dockets 
on a current basis. 

According to information furnished to the committee, there has 
been a 36-percent rise in private civil cases filed and 150-percent 
increase in private civil cases pending. This has brought about a 
very serious docket situation at Cleveland, with mounting delay in 
getting cases to trial. 

The large increase in the private civil litigation since the end of 
World War II is easily discernible from statistics furnished to the 
committee. These cases are time consuming and on the average 
require about three times as much time for their disposition as do 
civil suits to which the United States is a party. Their consistent 
increase is a prime factor in the congestion of the dockets in this 
district. 

While the civil cases have been increasing, the criminal business has 
been relatively stable, and, because the criminal dockets are handled 
on a priority basis, they are current. The increase in the number of 
pending cases from 64 to 130 in 1956 came about when 55 new in- 
dictments were returned in June 1956, the last month prior to the 
close of the fiscal year 

An important factor relating to the status of the dockets in this 
district is the number of big cases which have been handled in the last 
few years and the number of potentially protracted cases presently 
awaiting action by the court. A group of 65 personal- “injury and 
wrongful-death actions arising out of the disaster at South Amboy, 
N. J., several years ago when chemicals and munitions deiioted at 
dockside, still await disposition. The depositions and other discovery 
procedures in these cases have been extensive and have raised many 
questions requiring full consideration by the court. The latest matter 
involved a ruling on the taking of depositions in Pakistan. The docket 
entries are 18 pages per case, and the special docket being maintained 
for these actions is now 3 inches thick. <A suit by Northwest Airlines 
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against the Glenn L. Martin Co. occasioned by the loss of 44 lives in 
an airplane crash in 1951, required 4 months for trial 2 years ago, 
following which the decision was reversed by the court of appeals and 
the case remanded for a new trial. Several other cases on the docket 
await the outcome of a retrial of this action. A criminal narcotics- 
conspiracy case has twice been tried for extended periods and another 
trial has been ordered. One outstanding matter which has required 
considerable court time has been the distribution of royalties to the 
rightful owners of the patent relating to the cold-metal process. 
Recently, several million dollars were released from the registry of 
the court and disbursed. 

The cases mentioned above are ones which are likely to occupy the 
attention of a judge for months to the detriment of other cases on the 
docket. In addition there are three Government antitrust actions 
pending in Cleveland against the Insurance Board of Cleveland, the 
Ohio Crankshaft Co., and the National Malleable & Steel Castings Co. 
Motions for summary judgment have been denied recently in the 
first two actions listed and the National Malleable case is almost 
ready to go to trial. The trial of these types of cases is generally 
time consuming. 

Other pending actions of importance from the standpoint of docket 
congestion include private antitrust suits against the Mansfield, Ohio, 
Journal, and against the Ford Motor Co. ‘There is also a suit against 
the Aluminum Air Seal Co. involving $1% million in royalties. These 
cases are now in the discovery stage. 

In 1956 there were 16 Employers’ Liability Act cases commenced 
per judgeship in the district compared with a national average of 6 
per judge, 5 patent suits compared with an average of 3, and 41 diver- 
sity of citizenship personal-injury cases arising out of motor-vehicle 
accidents, compared with an average nationally of 32. 

On June 30, 1956, there were pending in the district 1,414 civil cases 
in which 1,128 were private civil cases; that is, 283 private cases per 
judgeship compared with an average of 162 in the district courts 
throughout the Nation. The total includes 30 Employers’ Liability 
Act cases pending per judgeship compared with a national average of 
8, 12 patent suits compared with an average of 5, and 104 diversity 
personal-injury negligence cases of all types compared with an average 
in the 86 districts of 55. 

In addition to the heavy burden of accident cases brought by rail- 
road employees under the Employers’ Liability Act and tort suits 
brought under the diversity of citizenship jurisdiction the district 
court in the northern district of Ohio has had a constant stream of 
complicated patent and commercial cases. Cases awaiting trial have 
backed up on the dockets with the result that half of those tried at 
Cleveland in the fiscal year 1956 had been on the dockets for more than 
33 months before disposition compared to a national figure of 15.4 
months as shown above. In the western division at Toledo where the 
judge has been able to keep the dockets current, trials may be obtained 
with reasonable promptness. 

The southern district of Ohio is divided into two statutory divisions 
with places of holding court at Columbus and Steubenville in the 
eastern division and Cincinnati and Dayton in the western division. 
The Judicial Code of 1911 provided two judgeships for the district 
and a third was added by the act of August 25, 1937. Judge Under- 
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wood, the chief judge, resides in Columbus and handles the business 
there and also at Steubenville. Judge Druffel holds court at Cincin- 
nati and Judge Cecil handles the work at Dayton. 

In the last 5 years the civil caseload in the district has fluctuated 
between 600 and 700 cases annually with an average of about 300 civil 
cases each year at Columbus, 225 at Cincinnati and 100 at Dayton, 
About 47 percent of the total civil business and 50 percent of the 
private civil cases arise at Columbus. 

While there has been no significant change in the volume of civil 
litigation in the district in the last few years, the number of cases is 
currently twice what it was in the fiscal year 1941, the last year 
before the Second World War. The caseload per judgeship of civil 
cases commenced in the district in the fiscal year 1956 was 213, slightly 
below the national average of 225 civil cases. However, with the 
uneven distribution of filings among the various cities as shown in the 
previous table, the total of 299 cases filed in Columbus is one-third 
greater than the national average. 

The criminal cases in the district in 1956 numbered 116 per judge 
which is somewhat greater than the national average of 102 per judge- 
ship excluding the immigration violations. The 5-year table above 
shows that the Cincinnati office has had 40 percent of these cases and 
the Columbus office approximately one-third. The volume of 
criminal cases has fluctuated considerably in the last 15 years, but on 
the whole there has been no significant upward trend. 

At Cincinnati the civil dockets are normal. On June 30, 1956, there 
were 195 civil cases pending which is less than the number commenced 
during the preceding year and there were only 9 criminal cases pending 
although 172 were commenced in the fiscal year 1956. About one- 
half of the pending civil cases are personal injury and other negligence 
actions, including those brought under the Employers’ Liability Act 
and the Tort Claims Act, most of which have been pending less than 
lyear. Of the 5 private antitrust actions pending at this office, 2 have 
been on the dockets for more than 4 years, but these have been con- 
tinued at the request of the parties and are expected to be settled. 
Although the judge at this office has a full trial schedule, at the present 
time there are no pending cases which have been delayed for long 
periods due to the inability of the court to reach them and there are 
no cases pending of such magnitude that they may require the con- 
stant attention of a judge for a long period. 

At Dayton the caseload is comparatively light, and the dockets 
are not congested. The industry and population in this metropolitan 
area have greatly expanded and are continuing to grow, and with it 
the private civil litigation in the district court has increased from 17 
new cases in 1946 to 38 in 1956, but the volume of litigation is still 
less than average. Prior to the appointment of Judge Cecil and his 
entry upon duty in 1953 there had been a vacancy in office for a period 
of 5 months and the former judge had been incapacitated for a much 
longer period, resulting in an increase in the pending cases at Dayton. 
Now this backlog has been mostly cleared away and the pending civil 
cases were reduced in number to 110 on June 30, 1956, despite the 
increase in business. On the same date there were only 11 criminal 
cases pending. Since his entry on duty Judge Cecil has spent from 
2 to 3 months each year assisting the judge at Columbus. 
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Almost half of the civil business in the southern district of Ohio is 
in the Columbus office, where the judge bas been physically handi- 
capped and has not been able to keep up with the heavy bell: docket. 
Fifty percent of the civil cases terminated after trial in the division 
in 1954, 1955, and 1956 had been pending more than 2% years. 

While the civil backlog was reduced somewhat from 351 to 299 cases 
during 1956, largely through the assistance of Judge Cecil, congestion 
is still evident. For example 22 of the 25 land condemnation cases in 
the district are pending in Columbus, as are 36 of the 48 Employers’ 
Liability Act suits, and 114 of the 221 diversity personal injury cases. 
The older cases are principally of the tort variety and appear ready 
for trial; pretrial conferences have been held in some. Priority is 
given to the criminal docket by Judge Underwood and that docket is 
current. On June 30, 1956, there were only 19 criminal cases pending. 

Though the situation in the district has improved somewhat in the 
last year, the volume of incoming civil cases, which is about average, 
and the heavier load of criminal Titigetion have prevented any reduc- 
tion in the time for getting the civil cases in Columbus to trial. The 
Judicial Conference of the United States at its annual meeting in Sep- 
tember 1956 recommended an additional judgeship for the district in 
order to relieve the situation. 

The committee feels that the evidence submitted shows ample 
justification for the creation of an additional district judgeship for the 
northern district of Ohio, as well as an additional judgeship for the 
southern district of Ohio and, accordingly, recommends that the bill, 
S. 2832 be favorably considered. 

Attached hereto and made a part hereof is statistical data prepared 
by the Statistical Division of the Administrative Office of the United 
States Courts concerning the judicial business in these districts. 
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OHIO 


NorTHERN District or Onto, Eastern Division 


TaBLE 1.—Civil cases commenced and terminated, by fiscal year, and pending at the 
end of each year beginning with 1941 
TOTAL CIVIL CASES 
iis 






































| | 
Fiscal year Com- | Termi- | Pending || Fiscal year Com- | Termi- | Pending 
menced | nated | June 30 menced nated June 30 

| | | | 
OE ek 491 | 558 | 440 || 1949_............. 938 | 669 | 926 
Ti teistinicalaesindtiaeneses 462 475 427 SEP a Uaicisiatenimnentn | 906 770 1, 062 
WOOD cpus onahcd 595 536 O66 iF 06t.: ......2 | 809 729 1,142 
G6... cies 486 484 OR ti ROR os nt 998 766 1, 374 
ES snnmehcidannd 768 | 594 eC aaa: 1, 091 980 1, 485 
WR cis lhedc 1,081 | 1,074 669 || 1954..............] 837 833 1, 480 
921 814 SIR A) SOD sin cukelacéinn | 775 781 1, 483 
702 | 821 gt ee 979 | 1, 187 1, 275 

PRIVATE CIVIL CASES 
| os | teat | 
Fiscal year Com- Termi- Pending || Fiscal year Com- |} Termi- | Pending 
menced | nated June 30 menced | nated | June 30 

| | | | | ~ 
ei ths! 228 | 18 | 266 || 1952_............ | 578 | 456 | 987 
eae 381 237 | 90 Ti J0RR ie cs 458 | 477 | 968 
Rear ee 422 436 | ' BS Sa 26 | 403 1, 091 
Wn ct tae 542 53 ee At OOS) §29 527 1, 093 
“PARES Ae 582 417 | 7001] WOR 5. 5c5sc3- dc: | 518 | 579 1, 032 

WOE so aac 490 75 86 | 

| | 








TaBLe 2.—United States civil cases and criminal cases commenced and terminated, 
by fiscal year, and pending at the end of each year beginning with 1941 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 

[Price and rent control cases are in parentheses !] 








Fiscal year | Commenced Termi Pending Fiscal year Commenced Termi Pending 
nated | June 30 ted | June 30 
| 
ee (0) |--.-------]---------- 353 312 
eeepc | eee re EO 354 27 
pibdhlis (0) | Seis 310 387 
Leena 8° 53 4( 503 5 
setae : BE 36 43 398 
Bb! 2s (114 261 254 390 
ae 39¢ 22¢ 341 608 | 243 





CRIMINAL CASES 


{Cases transferred are not included in ‘“‘Commenced”’ and ““Terminated’”’ columns} 











| | | 
Fiscal year Com- | Termi- Pending Fiscal year Com- | Termi- | Pending 
menced | nated June 30 | menced nated | June 30 
77 . aj . 7 a i 
27 255 RD. BP cc titeteaiieed | 234 | 239 | 26 
266 272 13 51 ees 233 246 29 
444 | 439 | Ba | OR ee 294 | 307 2 
324 | 313 | Se Rata ha ici 257 237 62 
256 | 366 4 aes 238 249 66 
240 | 226 | f ae 244 269 54 
197 | 247 2 i acndnnnetmaialns 315 | 277 114 
222 | 245 18 | 





1 Price and rent control cases are separately listed from 1943 to 1953. In many of these years they con 
stituted a large proportion of all civil cases commenced, although th required on the average a relatively 
small proportion of court time per case for disposition. ‘They are included in the figure which they follow 
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NorTHERN District oF Onto, WESTERN DIVISION 


TaBiE, 1.—Civil cases commenced and terminated, by fiscal year, and pending at the 
end of each year beginning with 1941 


TOTAL CIVIL CASES 
























































| 
Fiscal year Com- Termi- | Pending | Fiscal year Com- Termi- | Pending 
menced nated June 30 i menced nated June 30 
a a a i cee a 
170 | 107 144 I] ee eee 238 252 99 
165 | 209 100 |} 1950........- 219 239 79 
176 154 122 |] 1951....---_- 208 202 85 
149 172 90 |} 1952......... 263 208 140 
188 183 24 it 1688......-4. 207 220 127 
258 246 116 || 1954_.----..- 185 186 126 
228 215 129 | I ccc Seated 171 161 136 
174 190 113 1 Lae. nncuncdubihes 193 190 139 
TOTAL CIVIL CASES 
6s 5 
Fiscal year Com- Termi- | Pending 1 Fiscal year Com- Termi- | Pending 
menced | nated June 30 || menced nated June 30 
63 55 58 154 109 113 
107 86 79 125 135 103 
93 90 82 107 108 102 
97 116 63 100 90 112 
89 101 51 97 113 96 
103 86 68 
! 





TasLe 2.—United States civil cases and criminal cases commenced and terminated, 
by fiscal year, and pending at the end of each year beginning with 1941 
UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


[Price and rent control cases are in parentheses |} 


Commenced Termi- | Pending 
nated June 30 


Termi Pending | Fiscal year 


nated June 30 


Commenced 


Fiscal year 























| Jatbeengerlegbecanime 130 (14) 138 28 
Oel leneeneeh=dloncnasstng 105 (11) 116 17 

SE So ~ 5.5 Raaaneell % 109 (34) 99 27 
195 (150) 191 58 82 (19) 85 24 
121 (74) 129 50 78 78 24 
81 (31) 100 31 71 71 24 
141 (40) 136 36 || 96 77 43 





CRIMINAL CASES 


(Cases transferred are not included in “Commenced” and “Terminated” columns] 




















; l 

Fiscal year Com- Termi- | Pending | Fiscal year Com- Termi- | Pending 

menced nated | June 30 |} menced nated | June 30 
8 | —— } | — 
93 99 7 86 i 
107 109 15 || 91 ee 
187 192 10 |) 112 106 9 
164 165 y 82 93 2 
114 22 1 |} 109 109 3 
89 89 2 || 12 114 10 
93 93 5 || 96 92 16 
| 





12 127 jreceresiene 








1 Price and rent control cases are separately listed from 1943 to 1953. In many of these years they con- 
stituted a large proportion of all civil cases commenced, although they required on the average a relatively 
small proportion of court time per case for disposition. They are included in the figure which they follow, 
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NortHern District or OnI0 


TaBLE 1.—Civil cases commenced and terminated, by fiscal year, and pending at the 
end of each year beginning with 1941 


TOTAL CIVIL CASES 


—_—RHTll aouaxaCcleee—ceEeEee—_uoeeG—_<_eGCO_V_730___—7—___ 








Fiscal year Com- Termi- | Pending Fiscal year Com- Termi- | Pending 
menced nated June 30 menced nated June 30 
| 

einai 661 665 OE i encennnce 1, 176 921 1,025 
Dicicsiontaskieos 627 684 2. 1, 125 1, 009 1141 
aa ag 771 690 GI PRE cnn ecceccoes 1,017 931 1 27 
Bl ccaksalh eis 635 656 687 || 1952........-.-.-- 1, 261 974 1 514 
igen hott 956 777 OT  ccnsndaneoes 1, 289 1, 200 1,612 
ae a 1, 339 1, 320 785 || 1954....---------- 1, 022 1, 019 1,615 
Sliccenendatebas 1, 149 1,029 905 || 1955.......-...--- 946 942 1,619 
i cccenkctiine 87 1,011 770 iiciacsetcscous 1, 172 1, 377 1,414 








PRIVATE CIVIL CASES 





Fiscal year Com- Termi- | Pending 


Fiscal year Com- Termi- | Pending 
menced nated June 30 


menced nated June 30 





ee ee eS 





ON Gi. 396 418 463 | Oot TE 639 69 648 
eae tk 7 438 OOP TIO. rence cennsen 671 518 801 
ee 356 381 337 a 593 461 933 
daa mae 256 292 SR once 732 565 1, 100 
ids 242 267 TIS Tt BOND. ccccucesnas 583 612 1,071 
Nd 291 243 324 | °° iia 633 511 1, 193 
( eseieaae ennai 488 323 489 || 1955_..-...-..-.-- 629 617 1, 205 
Ws 515 526 478 | 1,128 


eee ennaniebinneantinn 615 692 





TABLE 2.—United States civil cases and criminal cases commenced and terminated, 
by fiscal year, and pending at the end of each year beginning with 1941 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


[Price and rent control cases are in parentheses !] 


| 
Fiscal year | Commenced Termi- | Pending Fiscal year Commenced Termi- | Pending 


nated June 30 nated | June 30 
265 247 121 537 (266) 452 377 
290 246 165 454 (206) 491 340 
415 (106) 309 271 424 (153) 470 204 
379 (143) 364 236 529 (230) 409 414 
714 (532) 510 490 | 715 (303) 588 541 
1,048 (803) 1,077 461 389 508 422 
661 (439) 706 416 317 325 414 





361 (145) 485 292 








CRIMINAL CASES 


[Cases transferred are not included in ‘‘Commenced”’ and “Terminated” columns] 




















Fiscal year Com- Termi- | Pending | Fiscal year Com- Termi- | Pending 
menced nated June 30 menced nated June 30 
j ' 
— em Pen 
366 343 149 343 372 18 
364 354 159 | 320 320 26 
373 381 151 324 337 29 
631 631 151 406 413 31 
488 478 161 || 339 330 64 
370 488 3 347 358 69 
329 315 62 | 368 383 64 
| 411 369 130 





290 340 28 || 





1 Price and rent control cases are separately listed from 1943 to 1953. In many of these years they con- 
stituted a large proportion of ll civil cases commenced, although they required on the average a relatively 
small proportion of court time per case for disposition. They are included in the figure which they follow. 
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TABLE 3.—Cases commenced per judgeship 


a ne ere 








Total civil cases | Private civil cases Criminal cases (less 
immigration) 2 
Fiscal year Number of 
judgeships 
Ohio, National Ohio, ational Ohio, National 
northern | average! northern | average! northern | average! 
ieee | icine sinensis lathes A titans sihiehiliaiialacins 
Pl cbncccouey 4 166 164 99 82 92 153 
soon lad 4 157 168 84 7 91 161 
cake 4 193 158 89 58 93 174 
cet cmaie 4 159 169 64 56 157 184 
RRR 4 239 295 61 57 122 176 
ot candes 4 335 321 73 70 93 142 
Rn ncompinesiions 4 287 271 122 109 82 134 
nc cunesneeiae a 219 205 129 117 73 123 
| SEES, 4 294 238 160 121 86 123 
RES 4 281 222 168 113 80 116 
a ne 4 254 204 148 lll 81 106 
eo Le 4 315 236 183 126 101 112 
i neseacusedae 4 322 261 146 146 83 114 
eG 5 204 210 127 127 69 103 
ee 5 189 212 126 126 73 104 
ee lowe 5 234 225 123 135 81 102 





1 This column includes 86 districts for 1949 and thereafter; 84 districts before 1949. 
2 Immigration cases have been eliminated from this table because they occur in volume in only 5 districts 
on the Mexican border and because the average judicial time per case for their disposition is small. 


TaBLE 4.—Time elapsing in civil cases tried ! 





Median interval in | Median interval in 
months from filing months from issue to 
Number of to disposition trial 
Fiscal year cases tried 


Ohio, National Ohio, National 
northern median northern median 





47 17.0 9.0 11.5 5.3 
56 13.4 8.9 8.1 5.0 
85 12.5 9.0 7.4 5.1 
77 12.9 9.9 6.6 5.8 
57 11.0 10.4 6.5 5.9 
118 14.7 11.2 9.9 6.7 
82 7.7 12.2 11.3 7.3 
57 21.1 12.1 12.4 7.0 
101 21.4 12.4 12.9 7.4 
63 27.9 13.5 15.0 8.1 
61 33. 2 14.6 15.8 9.1 
63 30. 8 15.4 18.4 10.3 





1 The median time interval in months is computed for the civil cases in which a trial was held, which were 
terminated during the year, excluding land condemnation, habeas corpus, and forfeiture proceedings. No 
median interval is shown for the years 1945 through 1952 where less than 25 cases were terminated after trial. 
For the year 1953 and subsequent years, where there were less than 25 cases terminated after trial, a median 
is listed with an asterisk (*) on the basis of the number of cases terminated after trial for the last 2 years, 
provided there were 25 such cases for the 2 years. 
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TaBLe 5.—Cases commenced per judgeship in this district and in 86 districts, by 
nature of sutt, fiscal year 1956 











i i) 
Ohio, | 86 districts 
northern 
— vinivataid apreciated 
Civil cases: 
heii eaetndhaaenditipreetatnestnnnintsmabeytrueneesiews 234 225 
SS | ie 
NED CRIN Ei a oii cdl ennncancgebboncenesstdhhbponennenn 111 | 90 
PND. a ctbsbbecenadsnsdtbcnnqsccedelisanccncatsmneenuonaed 2 135 





United States cases: 





























ONS UIE riccnei drat condugscinttlransasedditibereneses 98 73 
LL 
ne A SL. od deen dtenaeteeieehencses 1 | 4 
ee ee GD 2 os... . a cuisnesecusacsebenncesce | 4 2 
See GIES DUNO 8 dal. . cnccckdcbbbncecwnnnpwitionecs eal 4 2 
ee 2. a cheadebiittessennebubdinnaencen | 3 4 
Liquor laws . 1 2 
Other forfeitures and penalties_- 13 5 
Negotiable instruments nebiba 34 25 
8 te emeaulioe ea ae 36 21 
ADE MEE STING DUNNE inc cconcaobeneccssonnhdbieccccest 3 | g 
United States defendant_............-..... civcicnineneneminapadiianl 13 ay 18 
nee DP OOres GINS. BE ixiis Bee cca isicdd ce dcitd dando ctencsnss 2 3 
GNI, 320, Sores 2s) be, cle chk aahdewaiiinenen 3 3 
Anne, ns 0 oe Sa ee A ie one citi eR eadial | 3 4 
ee  cpsinmemeuibie 4} 5 
Other United Stat NI 1 3 
Private cases } : f 
I Se oe een enentinesepinnecene 37 33 
Rt: scthn iinet aeeaae oan mine neeeewaeediehoncus siheih atiestieaiiaatiiabs 1 
ne ae Sle <-. Ceianctaccberate esos sin cakoascasese i6 6 
Se ae zd j 1 
SI I a ie ea debit babd dcintewnangusnbatbnsendepiedeensguncs } 3 
gl ts de nmeiqumine 8 | 10 
i re i Teen os sieaipdiouek tes riniieinaiinn al aeainisiromtaeiel | 2 
Patent . at i daria tt aes nee mmaenmaaimmberennts 5 | 3 
oo eennwktnhieboasaanaer 7 7 
rr Or 8 de emnahepnenncraustnercncssee 82 90 
iii 2 tleintnbiaianddbpabitennwinnnnrcnstGeaiiseee ) | 15 
i de ematountasatace 17 16 
Real property Sa § ste eontetiaiitmncestimmnbcdbastbbeta seccanlas 3 
PI MERU ROOT WORIONED nw ooo cco snc onc cdsncssecscassz 41 | 33 
Res CRT IOND nts ow ceeds cabatewnncnocedqueccésagaes 15 17 
IES nn. ctntis ld epcnnnitidbdinghhinoasecnadeadbcedstguae | 4 5 
Ps th on co teebiumereieabddsbantinadnsendabicasoathnel 3 ll 
I OT cee soreness | 81 102 
| 
TABLE 6.—Civil and criminal trials commenced 
BY FISCAL YEAR 
Total trials Civil | Criminal 
Fiscal year com- — sientatiniinsinniieiinaiaaala 
menced ; 
Total | Nonjury Jury Total Nonjury Jury 
il cea ili ~ sean ———| SSS 
ee 100 74 46 28 26 19 7 
LRT 106 63 37 26 43 24 19 
Se eicincdinnanieaiionsieon 156 100 59 41 56 42 14 
i cnabinigereptbinianceinel 109 70 42 28 39 25 14 
I a Sake 95 70 31 39 25 12 13 
epaicnncascontel 2 73 38 35 19 12 7 


noe it ot 


robe | oC 


i Soak coc | Gl Grocott 


eS 


iotneonowraei 
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TABLE 6.—Civil and criminal trials commenced—Continued 
PER JUDGESHIP 


Total trials 
Number of 


Fiscal year | judgeships 















Ohio, National 
northern | average!’ | northern 


Ohio, Natjonal 
average ! 





4 25 39 19 238 
4 27 40 16 27 
4 39 44 25 29 
5 22 40 14 25 
5 19 41 14 26 
5 18 43 15 29 


1 This column includes 86 districts. 


TABLE 7.—Civil cases pending on June 30, 1956 





Cases pending per Cases pending per 
judgeship judgeship 
Nature o/ suit ht Nature of suit 


Obio, National 
northern | average 





























Total civil cases_......- 283 236 || Federal question............. 
United States civil cases...... 57 901). AUTON icin nnncebcideones 
Private civil cases. ..........- 226 BOE CORT cakh nccccnidicincece 

=| === |} Federal Employers’ Liability 
United States plaintiff........ 33 46 Warr <sbeasenncatepacoakiion 
—— | —_——— || Jones Act. .- 2222 
Land condemnation.......... 2 06 FP Pe hid ccc cckeddebibheds! 
SIE 3... «ch bkas opasesune 1 laeeiendiae Other Federal question....... 
Other enforcement suits. ....- 6 5 
Forfeitures and penalties... 11 4 || Diversity of citizenship.._.... 
Negotiable instruments - - - ... 3 8 
Other contracts............... 8 © I ecincteccntetlivencuse 
Other United States plaintiff. 2 7 || Other contracts.............. 
=—=__— Real property................ 
United States defendant.....-. 24 27 Pocnaneh = injury (motor ve- 
ee Si Nicishes bulibinddncwh: s0cuweaie 
Tort Claims Act. ............ 7 7 || Personal injury (other)....... 
10 8 || Other diversity............... 
Other United States defend- 
Te adnate 7 We Th RG conddtcccchcconeten 
AGE 
Age of civil cases pending 
Total 
Jurisdiction pend- | Less 6 
ing than |months} 1 to2 
6 
months| year 

Total civil 60008. .ncccaccccess 1, 414 365 

Wades States clvit... ...6.6602--05- 286 108 
United States plaintiff........... 164 79 
United States defendant......... 122 29 

les 1,128} 257 
Federal question................ 358 66 
snd ete a cstncaleicebinie 750 176 
ahi marescineabeisdivee 20 15 





23004°—58 SS. Rept., 85-1, vol. 437 
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SoutHERN District or OHIO 


TaBLE 1.—Civil cases commenced and terminated, by fiscal year, and pending at the 
end of each year beginning with 1941 


TOTAL CIVIL CASES 

















Fiscal year Com- Termi- | Pending Com- Termi- | Pending 

menced nated June 30 menced nated June 30 
| 

328 381 | 363 695 597 | 688 

406 357 | 412 875 803 | 760 

483 393 502 657 676 741 

502 408 596 728 699 770 

708 605 699 | 710 68 792 

921 940 680 | 595 66: 729 

740 812 | 608 560 552 730 

638 764 | 604 





508 526 590 | 





PRIVATE CIVIL CASES 
ranean ints apeamanreneeteeinmiaaeprindesigeninasmiaiasiaaiae te 











Fiscal year Com- Termi- | Pending | Fiscal year Com- Termi Pending 
menced nated June 30 | menced nated June 30 
—|—— | — 
163 181 oot fh 2000. oi 257 | 213 349 
155 176 236 H I SE 241 266 324 
91 121 I i ces 213 209 328 
160 124 8 252 220 360 
114 100 256 || 1953_......----.-. 307 218 449 
132 121 8 OL ee 268 260 457 
201 190 BP TT E nccnnbcinnne 264 249 472 
223 196 305 |  scscctidbinws 292 | 347 417 
| 1 





TaBLe 2.—United States civil cases and criminal cases commenced and terminated, 
by fiscal year, and pending at the end of each year beginning with 1941 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


{Price and rent control cases are in parentheses 4] 














Fiscal year | Commenced Termi- Pending Fiscal year Commenced Termi- | Pending 
nated June 30 | nated June 30 
s scesijasitiaens le mcbtaaniainpaiis a eineiniemnneanbeal rN sepinhtenataiaie 

means 165 200 106 || 1949_......... 438 (128) 384 339 
iaesaigumaiaa 251 181 176 1950_.... 4 634 (237) 537 436 

Os ceentaiaieatal 392 (92) 272 296 || 1951.... 444 (144) 467 413 
ciaiaeniienmneil 342 (62) 284 354 ER 476 (154) 479 410 
tte tates 594 (354) 505 443 || 1953... 403 (82) 470 343 
iets 789 (567) 819 413 || 1954.......... 327 405 265 
ninaneibiniinaite 539 (393) 622 330 Sa 296 303 258 





a 285 (82) 330 285 i a ee 346 417 187 


CRIMINAL CASES 


[Cases transferred are not included in ““Commenced”’ and “Terminated” columns} 




















j T 
Fiscal year Com- Termi- | Pending | Fiscal year Com- Termi- | Pending 
menced nated June 30 | menced nated June 30 

| | |__| 

i canachapotdons 443 423 67 | eee 404 433 43 

icndhsbanened 335 279 SR et. 487 473 62 

ee ae) 409 426 104 a OR Le 418 444 49 

er 506 461 mae... 356 376 36 

iit oe denened 484 548 87 IRs tateninteneeeanal 491 477 61 

ft 511 520 PB NE, hcieccesssas 386 370 87 

I 440 | 492 32 i ccdatatainaeaieaes | 487 500 78 

| 351 70 9006.1 350 402 39 


Se 395 


1 Price and rent control cases are separately listed from 1943 to 1953. In many of these years they con- 
stituted a large proportion of all civil cases commenced, although they required on the average a relatively 
small proportion of court time per case for disposition. They are included in the figure which they follow. 


36 
61 
87 
78 
39 


con- 
vely 
low. 
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TABLE 3.—Cases commenced per judgeship 


naa 2. 


Tota! civil cases Private civil cases Criminal cases (less 
immigration)? 


Fisca! year Number of 
judgeships 





Ohio, National Ohio, National Ohio, National * 
southern average ! southern average ! southern | average! 


a | | | | 


3 109 164 54 82 148 153 
3 135 168 52 7 112 161 
3 161 158 30 58 136 174 
3 167 169 53 56 169 184 
3 236 295 38 57 161 176 
3 307 321 44 70 170 142 
3 247 271 67 109 147 134 
3 169 205 74 117 132 123 
3 232 238 86 121 135 123 
3 292 222 80 113 162 116 
3 219 204 71 lll 139 106 
3 243 236 84 126 119 112 
3 237 261 102 146 163 114 
3 198 210 89 127 127 103 
3 187 212 88 126 160 104 
3 213 225 97 135 116 102 





1 This column includes 86 districts for 1949 and thereafter; 84 districts before 1949. 
2 Immigration cases have been eliminated from this table because they occur in volume in only 5 districts 
on the Mexican border and because the average judicial time per case for their disposition is small. 


TABLE 4.— Time elapsing in civil cases tried ! 





Median interval in | Median interval in 
months from filing months from issue to 
Number of to disposition trial 
Fisca! year cases tried 





Ohio, Nationa! Ohio, National 
southern median southern median 


Ne Ttsecececccss AU Toocencnensas 5.3 
26 11.4 8.9 7.0 5.0 
28 13.0 9.0 7.5 5.1 
27 17.0 9.9 8.8 5.8 
50 18.9 10.4 10.8 5.9 
51 17.7 11.2 8.3 6.7 
36 24.3 12.2 13. 7 7.3 
70 24.4 12.1 17.2 7.0 
40 19. 6 12.4 11.4 7.4 
49 30. 6 13. 5 19.0 8.1 
46 27.4 14.6 13.3 9.1 
74 29.2 15.4 19.7 10. 3 





1 The median time interva! in months is computed for the civil cases in which a tria! was held, which were 
terminated during the year, excluding land condemnation, habeas corpus, and forfeiture proceedings. No 
median interval is shown for the years 1945 through 1952 where less than 25 cases were terminated after trial. 
For the year 1953 and subsequent years, where there were less than 25 cases terminated after trial, 2 median 
is listed with an asterisk (*) on the basis of the number of cases terminated after trial for the last 2 years, 
provided there were 25 such cases for the 2 years. 
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TaBiE 5.—Cases commenced per judgeship in this district and in 86 districts, by 
nature of suit, fiscal year 1956 


—_— ee 


Southern, | 86 distri 
Ohio ma 




















Civil cases: 
i errmriresccnnscsunnienccsccccdbbeecestsacséccencecceusseceuss 213 225 

I Nicki iaicimmendiidnbancdcpegidniudhbngnpimanmendad 115 90 

Siac sco ashadlstrata ili deimnic haga tadialioialhtatendatbisameied 97 135 
SSeS 
United States cases: 

I ae cecil 105 3 
I eid cei ieclchligup mcmama 2 4 
nr i nine J. a nmebinwenenbateenoomenand 5 2 
A OS 1 2 
ee oabemepanesennene R 4 
SE ns liknriinnicis ipeinia sched ppabanmeelbatiginnitaataned) 2 2 
Other forfeitures and ponnities.........cecccocccocccsceconccecesecs 15 5 
aera ntinncebuipenennnnnaid 31 25 
I Dl een matnemmentinte 35 21 
OS eee eee eee 5 8 

i nintidcenntneninewinantenimmemmtounts 10 18 
i ne ineengnbthasagientiannes 1 3 
STII x ot intadlt ceeenerenierantetetabinm>eiieianeiaenoummebanunintras 3 
I I a i Tea cmeeraeneupenniipnnel 2 4 
III inn ni-- thd antaninebiphdinceeaaneeibenneuteenat 5 5 
Other United States defendant . .................ccece-eeeeeeee- 2 3 

—— —_—_—:=B 
Private casos: 

I CE cincen cons csengemiinabdinquensiaqumnenepeicesnntasenes 2 33 
SE td. ccenondasemmeinntnneainigutin wittsbabennnssdeseor 2 1 
Employers’ Liability Act..........cccorscccecccncoccacee ll 6 
retin ahibnanmnphnennnenenenmntianets 1 
Tt Til nccenibadbeveespeeueesconessesseusbeceses 4 3 
SUIT inion ncn hdl nein then Rin ehaetieadinanebenneauannanmmaunenittht 10 
I See aE oa beibaninnnconnnanepeelineben 2 

pial arena enennneneanenanonresensanesl 3 
Tn nIIIRIIIIR, 2 3. a ek hemisnnineeebnaeneenn 7 
SSeS 

ne Oe i ideetteccdenscqnbnnvetnccsnnaneanenetnenn 90 
IIE... “haccsincsiidnintintiaenhsecseibecumincnubeecenneneeves 15 
I ctnein unc kutetgncdoeunsehbiushnenenbounses 16 
ttt 60 cnc ieienabimnadiibneaicaanpenenntt 3 
Personal injury (motor vehicle) 33 
0 ES ee eee 17 
SE tt cnctanpitndtiimbinegnibeancienmapbebhnstaeanees 5 

=o 

de | ll 

oe 
Criminal! cases (less immigration)....................-----..----------------- 102 





TaBLE 6.—Civil and criminal trials commenced 
BY FISCAL YEAR 


————————— ET 














Total trials Civil Criminal 
Fiscal year com- ae 
menced 
Total Nonjary Nonjury Jury 

a 64 52 28 5 7 
Pe estiinniienenen 94 77 50 12 5 
Fe insiibeawceneeee 61 38 21 12 ll 
_, ae 81 58 29 12 ll 
ditiieemenanee 125 64 43 25 36 
ea 82 58 37 9 15 
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TABLE 6.—Oivil and criminal trials commenced—Continued 
PER JUDGESHIP 


a 


Total trials Civil Criminal 
Number of 
Fiscal year judgeships 





Ohio, National Ohio, National Ohio, National 
southern | average! | southern | average! | southern | average! 



































3 21 39 17 28 4 ll 
3 31 40 26 27 6 13 
3 20 44 13 29 8 15 
3 27 40 19 25 8 15 
3 42 41 21 26 20 15 
3 27 43 19 29 8 14 
Tr _ ceesesesjuenionnane eegteteenenneslaniiissiesennassanipunisigiepeeanmmnntstinnitntiindanestinbelpGili anneal 
1 This column includes 86 districts. 
TaBLe 7.—Civil cases pending on June 30, 1956 
PER JUDGESHIP 
Cases pending per Cases pending per 
judgeship judgeship 
Nature o! suit Nature of suit bade 
Ohio, National Ohio, | National 
southern | average southern | average 
Total civil cases........ 201 236 || Federal question............- 38 44 
United States civil cases...... 62 74 CC 2 2 
Private civil cases............ 139 162 Copyright Ty 4 1 
— |[——=—— Federal Employers’ Lia- 
United States plaintiff........ 41 46 GEE Biicteecacessdene 17 8 
eee eneeeeEEeEn TE BE i ner nigrcdinititiitemmeneiid 16 
Land condemnation.....-. * 14 PORN SS. odbc dninsinccuce 4 5 
Antitrust sl tiaaha ln lead Other Federal question... 12 ll 
Other enforcement suits... 2 5 —aaaS 
Forfeitures and penalties. 17 4 || Diversity of citizenship....... 100 98 
Negotiable instruments... 3 s I 
Other contracts... ._.....- 8 uv bmpGremneal so... ..nocestec~ 8 ll 
Other United States Other contracts........... 18 20 
— 4 7 Real property............ 1 3 
—=—=—— Personal injury (motor 
United States defendant_....- 21 27 WOO wc cpaee)c-venee 39 34 
re Personal injury (other)... 22 21 
Tort Claims Act.......... 4 7 Other diversity..........- ll 9 
we Glee 14 s SS EES 
Other United States RENT a be cecncntabietdl i 20 
GG . cnncdceewaedl 4 13 
AGE 


Age of civil cases pending 





Jurisdiction pend Less 6 5 years 
ing than |months| lto2 | 2to3 | 3to4 | 4to5 and 
6 tol years | years | years | years over 


months; year 










































Total civil cases............... 604 164 145 187 54 B 14 12 
SSS EES _ —E_ —SSS=—a_a_as=_<€lPCC————— 

United States c.vii.................. 187 40 44 63 22 uw 5 4 
United States plaintiff........... 123 28 32 45 12 3 2 1 
United States defendant........-. 64 12 12 18 10 6 3 3 

Debene i elhiscscsssceaimcccccccceeese 417| 124 101 124 32 19 9 8 
Federa! question ............-.-- 115 25 26 45 12 3 2 2 
Diversity .... 209 97 75 79 19 16 7 6 





SY tiniattninndnenmceeitins 3 2 
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SouTHERN District or Onto (CINCINNATI OFFICE) 


TaBLE 1.—Civil cases commenced and terminated, by fiscal year, and pending at the 
end of each year beginning with 1941 


TOTAL CIVIL CASES 


crrmmcmmm nnn SSS 



































Fiscal year Com- | Termi- | Pending | Fiscal year Com- Termi- | Pending 
menced nated Jane 30 | menced | nated June 30 
i} | Wer seene 
139 159 120 || 1949...........-.- 222 194 208 
174 156 BE Ce Pciestullbucncas 293 247 251 
237 206 im 1061.....22...... 234 254 231 
190 176 183 Ti pnccedembaonwen 274 268 237 
301 287 197 Scandia niniiaide 272 281 228 
288 316 I cca dsescicncrptecs 195 197 28 
209 230 Sea connoocsa | 205 201 230 
179 150 BF i csccsinnccaalh 216 | 251 195 
| | | 
<i te ceremonies emesis 
PRIVATE CIVIL CASES 
| 
Fiscal year Com- | Termi- | Pending |} Fiscal year Com- | Termi- | Pending 
menced | nated June 30 | menced | nated June 30 
EE en 46 61 es fi 2002; --2 71 | 69 96 
Wa icceindekecalel 78 71 TO Te AONB cs sets 106 75 127 
ae 81 55 Oar 106 79 154 
1S 91 95 eis 111 109 156 
BOD cscrnnsintnaie 85 85 a --- 114 124 148 
RE EE 72 70 94 || 
| 





TaBLE 2.—United States civil cases and criminal cases commenced and terminated, 
by fiscal year, and pending at the end of each year beginning with 1941 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


[Price and rent control cases are in parentheses 4} 




















Fiscal year | Commenced Termi- | Pending | Fiscal year Commenced | Termi- | Pending 
nated June 30 | } nated June 30 
1} 

ae o)| Stpetnaeaaleeeiecnsa He cceaacbes 208 (80)| 162 159 
Le eee ied 162  (47)| 184 137 
NR ecccnkcdl reece tees 203  (50)| 199 141 
etic 242 (144) 255 106 || 1053.......... 166 (0) 206 101 
ae 131 (79) 159 OE TN GUOE.nccceae 89 118 72 
De iccicitncankece 98 (18) 95 81 || 1955.......... 94 92 74 
99 558 1)’ 00s............ 102 127 49 





PP neciemipees 131 (20)) 


CRIMINAL CASES 


{Cases transferred are not included in ‘“‘Commenced”’ and ‘““Terminated” columns} 





| 








Fiscal year Com- Termi- | Pending | Fiscal year Com- Termi- | Ponding 
menced nated June 30 menced nated | June 30 
i | 

OE sexed snsainciass 148 150 Oe Ol chi cninandiecis 262 268 14 

_ Men anne 179 167 jg. = a 207 209 15 

arte bal a mentinel 247 222 Se BROS. io. cokes 145 161 7 

_ 207 227 OE Fees a cccescusts« 165 174 5 

De cnitiededivimdntaiel 295 303 SB TPO... ccccccctce 142 133 18 

Gcwentssssewene: 193 216 Of Reeecccccucdeamee 173 184 8 

icatahdbenanes 167 157 14 TRON... 5s.... ee 172 168 9 
A eR 190 197 12 || 





1 Price and rent control cases are separately listed from 1943 to 1953. In many of these years they con- 
stituted a large proportion of all civil cases commenced, although they required on the average a relatively 
small proportion of court time per case for disposition. They are included in the figure which they follow 
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SourHERN District or On1o (CotumBus OFrrice) 


TaBLE 1.—Civil cases commenced and terminated, by fiscal year, and pending at the 
end of each year beginning with 1941 


TOTAL CIVIL CASES 


—— ee eee aS 








Fiscal year Com- Termi- | Pending Fiscal year Com- Termi- | Pending 
menced nated June 30 menced nated June 30 
— SO eo SE Sa | 
Bc cnchpdeinlernesee | 149 164 WRT 90M... ncdibecce 327 275 329 
L.. caspedsbons 72 140 194 __, Se ee 370 364 335 
$018.....-.02----- 176 137 233 || 1951--...-...-.--- 281 304 312 
RS cL iddowe 216 165 Tn FT Witicccncbataten 322 285 349 
S  ccbusebons 250 178 356 1 BONS: cicbelieinwe 320 300 369 
eae 466 502 Gne Th WBO6. .cocodabibece 320 337 352 
PT; tcnebidcence 314 363 271 ip ncnsasbebitbases 252 253 351 
BR cnceetihicabimee 246 240 ST © eee ncncadssbbooe 299 351 2 





PRIVATE CIVIL CASES 


rr rekrhvKwo—o—nvwn—nO8OoO lee 














Fiseal year Com- Termi- | Pending | Fiscal year Com- Termi- | Pending 
menced nated | June 30 | menced nated June 30 

ee ee ee 

69 53 an oe 151 115 193 

79 92 SEF BOB ccccndactcnnn 153 112 234 

109 85 2) Sa eee 121 132 223 

131 87 185 || 1955_- . 121 98 246 

126 135 4 ee es ee 140 166 220 





103 122 | 157 || | 
| 





TaBLE 2.—United States civil cases and criminal cases commenced and terminated, 
by fiscal year, and pending at the end of each year beginning with 1941 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


{Price and rent control cases are in parentheses 4} 



































Fiscal year | Commenced Termi- | Pending Fiscal! year Commenced Termi- | Pending 
nated June 30 nated | June 30 
SE ncnncsode (oy| ae ee | eosscadnnd 1050.......... 244 (82) | 229 159 
taal i ccekbis | sewahilih | Tiisenaslens 178 (52) 182 155 
scsi sheas — ae eer 19GB ccsccoess 171 (56) 170 156 
Si ichneedam 397 (308) 449 | 190 i icnsses pei 167 (0) 188 135 
i inenineuat 235 (168) | 271 154 || 1954.......... 199 205 129 
137 = (30) 155 136 || 1955.......... 131 155 105 
Tl cewestinia 196 (38) 188 144 || 1956.......... 159 185 79 
| | 
CRIMINAL CASES 
(Cases transferred are not included in ‘““Commenced” and ‘““Terminated” columns] 
if 
Fiscal year Com- | Termi- | Pending || Fiscal year Com- Termi- | Pending 
menced | nated | June 30 } menced nated | June 30 
| 

it diaieecdinmncciinndlicideestaatimmnnnitah aiiiiiimnil ee rere ci GEA ts 
ee 131 97 71 || 1000........:5...- 131 112 32 
TU iceah san 149 159 Of Ot... 130 153 19 
iin cnhetbenws: | 158 151 68 TE ccnsseapeiniteeines 128 133 15 
Sears ae | 146 178 36 a ee 200 190 26 
PL cssccdsibbcee 111 124 | oe | ee eee 114 109 37 
cede E a 134 145 15 ae et Se 166 171 41 
Se 165 136 42 SED. cccodstinece 105 143 19 
ha einen 129 155 14 








! Price and rent control cases are separately listed from 1943 to 1953, In many of these years they con- 
stituted a large proportion of all civil cases commenced, although they required on the — a relatively 
small proportion of court time per case for disposition. They are included in the figure which they follow. 
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TABLE 1.—Civil cases commenced and terminated, by fiscal year, and pending at the 
end of each year beginning with 1941 


SourHern District or On1o (Dayton OFfFIce) 


TOTAL CIVIL CASES 
mmr nnn nee enna eee eee reece nti 











! 
Fiscal year Com- Termi- | Pending Fisca. year Com- Termi- | Pend 

menced nated June 30 menced nated | June 30 
nn 40 58 SO are 146 128 154 
SED cccwchchhitentl 60 61 80 |] 1950.............. 212 192 174 
PEE Rnconachabifieene 70 50 4 142 118 198 
a ee 96 67 ae mr ee cca 132 146 184 
., 157 140 J = 118 107 195 
Te cassosmailhipoes 167 122 an Fy O04... ci... 80 131 144 
eerie 217 219 tae 103 98 149 
er 83 136 EO 1h BOO ccnplscnece 123 162 110 


EES 


PRIVATE CIVIL CASES 


——  —  00”0”0”_C»,_Re 














Fiscal year Com- Termi- | Pending Fiscal year Com- Termi- | Pending 
menced nated June 30 menced nated June 30 
ID cscnctnsntesebstatsc 17 7 a 30 36 71 
SIT csonecstpaisclibabiibistor 44 27 Oe, Be ee occnaceankreaen 48 31 88 
a a 33 56 “) o “Sere 41 49 80 
Dnnaninaetaihen: 35 31 Se icc cnsseehcows 32 42 70 
i aascehatihboat: 30 46 See ree 38 57 61 
eel etatigs 38 17 77 || 








TaBLe 2.—United States civil cases and criminal cases commenced and terminated, 
by fiscal year, and pending at the end of each year beginning with 1941 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


|Price and rent control cases are in parentheses '] 























Fiscal year | Oommenced Termi- Pending | Fiscal year Commenced Termi- | Pending 
nated June 30 | nated June 30 
| | | —— 

i} } 
ae Se ee Le iesankies 182 (75)| 146 118 
BUA ec owen P| -ccencterslorseerians ] Wilh sececaseve 104 (45) 101 121 
ES | a oes | eee 102 = (48) 110 113 
i cincandedeaiii 150 (115) 115 BAY |) 8068........<> 70 (0) 76 107 
ET ciiveriichentiil 173 (146) 192 08 || 1954.......... 39 82 64 
Baris ended 50 = (34) 80 fe. See 71 56 79 





Peet ecantconkil 111 = (61)} 97 82 | SPOR ccnceccndil 85 105 59 


j | 
| | 





CRIMINAL CASES 


(Cases transferred are not included in *“‘Commenced” and “Terminated’’ columns] 

















Fiscal year Com- Termi- | Pending Fisca) year Com- Termi- | Pending 
menced nated June 30 menced nated June 30 
Ts scncidetnatibibinasis 56 32 Se Mt Bee iwsicatadibooos 94 93 16 
i icnddndeiihewd 81 100 19 __, ree ae 81 82 15 
BOON, cccintidatinboos 101 88 Oe BF Bee sasccdcdbiocs 83 82 4 
Tl cessndetitiens 131 143 Se Wr Get ccccsbedahods 126 113 30 
BD: << cidupiibace 105 93 4 130 128 82 
CO a er ae 113 131 Be tl BeeOscecccdsdbence 148 145 29 
OD cccccuchhsoce 63 58 OP Wr Bee csccsdsbnoce 73 91 ll 
See eee 85 81 17 





1 Price and rent control cases are separately listed from 1943 to 1953. In many of these years they con- 
stituted a large proportion of all civil cases commenced, although they required on the average a relatively 
smal] proportion of court time per case for disposition. They are included in the figure which they follow, 





2SSen i “* 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italics, existing 
law in which no change is proposed is shown in roman): 


TitLte 28, Unirep States Cops 


§ 133. Appointment and number of district judges. 


Districts Judges 
+ * * * * * * 
Ohio: 
PR, a 0.cnnwndiucemieagineiineioniatamaaaanaln [5] 6 
DB cc cnuccsuns+emsaminmiaiiabeanamaaa [3] 4 
~ . * * * * 
oO 








Calendar No. 1121 


85TH CONGRESS SENATE { Report 
1st Session No. 1093 





SUSPENDING THE APPLICATION OF CERTAIN FEDERAL LAWS 
WITH RESPECT TO PERSONNEL EMPLOYED BY THE HOUSE 
COMMITTEE ON WAYS AND MEANS IN CONNECTION WITH THE 
INVESTIGATIONS ORDERED BY HOUSE RESOLUTION 104, 85TH 
CONGRESS 


AvuGusT 22, 1957.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. J. Res. 230] 


The Committee on the Judiciary, to which was referred the resolu- 
tion (H. J. Res. 230) to suspend the application of certain Federal 
laws with respect to personnel employed by the House Committee 
on Ways and Means in connection with the investigations ordered by 
House Resolution 104, 85th Congress, having considered the same, 
reports favorably thereon without amendment and recommends that 
the resolution do pass, 

PURPOSE 


The purpose of the proposed legislation is to suspend the applica- 
tion of certain Federal laws—the so-called conflict-of-interest statutes 
contained in sections 281, 283, and 284 of title 18 of the United States 
Code—with respect to personnel employed by the House Committee 
on Ways and Means in connection with the investigations authorized 
by House Resolution 104, 85th Congress. 


STATEMENT 


House Resolution 104 authorized the Ways and Means Committee 
of the House of Representatives to conduct studies and investigations 
of all matters coming within the jurisdiction of that committee. 
Similar authority had been granted to the committee in the 84th 


86006 











2 PERSONNEL OF HOUSE COMMITTEE ON WAYS AND MEANS 


Congress. The committee, in carrying out its duties, has found it 
necessary to employ experts within the field of its jurisdiction. The 
committee, in seeking such experts, found it difficult to induce profes- 
sional men to accept committee assignments, since, under the present 
law, such assignments preclude persons so employed from appearing 
for profit before Government agencies and bureaus. Moreover, the 
ban in the present law, in some cases, may continue for 2 years after 
termination of the employment if the matters involved are matters 
which the individual may have handled while employed by the 
Government. 

This legislation seeks to exempt expert personnel employed by the 
Ways and Means Committee in the furtherance of its study and in- 
vestigation of matters under its jurisdiction. In the past, many reso- 
lutions similar to this have been enacted. In the 79th Congress, 
Senate Joint Resolution 110 exempted William D. Mitchell, counsel 
for the Pearl Harbor Investigating Committee, from the operation of 
these conflict of interest statutes (Public Law 257, 79th Cong., 1st 
sess.). Public Law 391, of the 80th Congress, furnished exemption 
for the members and staff of the Commission on Organization of the 
Executive Branch of the Government, popularly known as the Hoover 
Commission. Also, the Congress, in the Defense Production Act of 
1950 and the Federal Civil Defense Act of 1950, recognized the. ne- 
cessity for providing such exemptions in connection with the recruit- 
ment of certain personnel to perform important functions authorized 
by those acts. Private Law 235, of the 82d Congress, Ist session, ex- 
empted the counsel for the subcommittee of the Senate Labor and 
Public Welfare Committee from the provisions of the conflict of in- 
terest laws, and Senate Joint Resolution 176, which became Private 
Law 515, waived the operation of the conflict of interest to permit the 
employment of a special counsel for the committee popularly known 
as the Kefauver Crime Committee. In the 84th Congress, Senate 
Joint Resolution 160, which ultimately became Public Law 498, sus- 
pended the application of the conflict of interest laws to permit the 
employment of a counsel to the special committee of the Senate some- 
times referred to as the Lobbying Committee. Then, pursuant to 
House Joint Resolution 695, the House Ways and Means Committee 
was authorized to suspend the application of the conflict of interest 
statutes in employing certain personnel in investigations under its 
authority. 

It should not be inferred from the apparent recurrence of this type 
of legislation that such bills receive committee approval automatically. 
As a matter of fact, the committee has on occasion refused to approve 
applications for exemptions from these statutes where the application 
did not seem warranted. 

As is evident from the many instances just recited in which the 
Congress has authorized exceptions to the conflict-of-interest statutes, 
it is apparent that it has at times been exceedingly difficult to induce 
professional men to accept temporary assignments such as contem- 
plated by the resolution authorizing the study and investigation by 
the House Ways and Means Committee. The conflict-of-interest 
statutes impose marked limitations, in that these statutes, broadly 
stated, not only limit these persons during the period of their Govern- 
ment service, but in some cases for 2 years afterward. It should also 
be pointed out that these restrictions and limitations are particularly 
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harsh upon individuals who merely serve on a temporary basis. It is 
those individuals who are encompassed by the provisions of this 
resolution. As the report of the House of Representatives points out: 


Unless exemptions like those embodied in this resolution 
are granted, the House Ways and Means will be deprived of 
the specific talents and ability of outstanding men and 
women essential to the work of the committee, since such 
persons will not wish to forfeit their right to practice for 
profit before a governmental bureau or agency. 


In view of the foregoing, especially the many precedents for the 
adoption of such a resolution, the Committee on the Judiciary recom- 
mends favorable consideration of this resolution. 

The following are the specific sections of title 18 of the United 
States Code which would be waived by the enactment of this 
resolution. 

EXISTING LAW 


Titte 18. Unirep States Copz 


§ 281. Compensation to Members of Congress, officers and 
others in matters affecting the Government. 


Whoever, being a Member of or Delegate to Congress, or a 
Resident Commissioner, either before or after he has quali- 
fied, or the head of a department, or other officer or employee 
of the United States or any department or agency thereof, 
directly or indirectly, receives or agrees to receive, an 
compensation for any services rendered or to be rendered, 
either by himself or another, in relation to any proceeding, 
contract, claim, controversy, charge, accusation, arrest, or 
other matter in which the United States is a party or directly 
or indirectly interested, before any department, agency, 
court martial, officer, or any civil, military, or naval com- 
mission, shall be fined not more than $10,000 or imprisoned 
not more than two years, or both; and shall be incapable of 
holding any office of honor, trust, or profit under the United 
States. 

Retired officers of the armed forces of the United States, 
while not on active duty, shall not by reason of their status as 
such be subject to the provisions of this section. Nothing 
herein shall be construed to allow any retired officer to repre- 
sent any person in the sale of anything to the Government 
through the department in whose service he holds a retired 
status. 

This section shall not apply to any person because of his 
membership in the National Guard of the District of Colum- 
bia nor to any person especially excepted by Act of Congress. 


§ 283. Officers or employees interested in claims against the 
Government 
Whoever, being an officer or employee of the United States 
or any department or agency thereof, or of the Senate or 
House of Representatives, acts as an agent or attorney for 
prosecuting any claim against the United States, or aids or 
assists in the prosecution or support of any such claim other- 
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wise than in the proper discharge of his official duties, or 
receives any gratuity, or any share of or interest in any such 
claim in consideration of assistance in the prosecution of such 
claim, shall be fined not more than $10,000 or imprisoned 
not more than one year, or both. 

This section shall not apply to any person because of his 
membership in the National Guard of the District of Colum- 
bia nor to any person specially excepted by enactment of 
Congress. 


§ 284. Disqualifications of former officers and employees in 
matters connected with former duties 


Whoever, having been employed in any agency of the 
United States, including commissioned officers assigned to 
duty in such agency, within two years after the time when 
such employment or service has ceased, prosecutes or acts as 
counsel, attorney, or agent for prosecuting, any claims 
against the United States involving any subject matter 
directly connected with which such person was so employed 
or performed duty, shall be fined not more than $10,000 or 
imprisoned not more than one year, or both. 


Attached hereto and made a part hereof is a letter from the Honor- 
able Jere Cooper, chairman of the Ways and Means Committee of 
the House of Representatives, dated May 21, 1957. 





CoMMITTEE ON Ways AND MEANS, 
House or REPRESENTATIVES, 
Washington, D. C., May 21, 1957. 
Hon. James O. Eastuanp 
Chairman, Committee on the Judiciary, 
United States Senate. 


My Dear Cuarrman: I am writing to request that the Senate 
Committee on the Judiciary give favorable consideration to House 
Joint Resolution 230, which has as its purpose the suspension of the 
application of certain Federal laws with respect to personnel em- 

oyed by the Committee on Ways and Means so that such Federal 
aws imposing restrictions or other limitations on the participation 
by the employees in any claim, proceeding, or other matter involv- 
ing the United States would not apply. 

This resolution is the same as House Joint Resolution 695 which 
was favorably reported by your committee last year and which 
became Public Law 974, 84th Congress, approved August 3, 1956. 

House Joint Resolution 230 is necessary to enable the Committee 
on Ways and Means to obtain the services of persons with particular 
professional competence in the field of Federal taxation and tariff 
matters. The Committee on Ways and Means has reestablished three 
subcommittees as follows: Subcommittee on Internal Revenue Taxa- 
tion, Subcommittee on Excise Taxes, and Subcommittee on Foreign 
Trade Policy. 

The Subcommittee on Internal Revenue Taxation has as its principal 
responsibility the investigation and study of the operation and effects 
of the internal-revenue laws of the United States as to substantive 
policy, technical adequacy, and administration. The Subcommittee 





PERSONNEL OF HOUSE COMMITTEE ON WAYS AND MEANS 5 


on Federal Excise Taxes has jurisdiction covering not only technical 
and administrative problems in the Federal excise tax field, but also 
jurisdiction to study and make recommendations with respect to our 

ederal excise tax structure and rates. The Subcommittee on Foreign 
Trade Policy has been directed and authorized to investigate and study 
all aspects of our customs, tariffs, and reciprocal trade agreements laws 
and programs entered into thereunder. 

The subject of Federal taxation is an extremely complicated area 
of our Federal laws and requires personnel of expert knowledge in the 
field to effectively deal with matters coming within the scope of the 
above subcommittees. Because such persons who may have this 
knowledge are to a large extent required to deal with matters that 
may be considered as claims against the United States or with other 
activities that come within the prohibition of the Federal laws limiting 
such activities, it is necessary that such limiting statutes be waived to 
enable these subcommittees to secure the temporary services of quali- 
fied persons so as to carry out their assigned responsibilities. Like- 
wise, the field of customs and tariff laws is extremely technical, com- 
plicated, and involved, and also requires the services of persons of the 
highest technical competence and experience. The persons so em- 
ployed work with and under the jurisdiction of the permanent staff, 
and with the staff experts of the Joint Committee on Internal Revenue 
Taxation, the experts from the Treasury Department, and of the 
Office of the Legislative Counsel, on particular projects. Thus, there 
are safeguards, and thus our regular staff experts can obtain the 
benefits of the particular experience and knowledge of the experts so 
employed. Many of the same considerations with respect to the em- 
ployment of personnel, as have been mentioned above with respect 
to the field of taxation, apply also to the field of our customs and tariff 
laws. 

For these reasons, it is respectfully requested that favorable con- 
sideration be given by your distinguished committee to House Joint 
Resolution 230. 

Cordially yours, 
JERE Cooper. 


Oo 
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APPOINTMENT OF AN ADDITIONAL JUDGE ON THE 


FAILURE OF A DISABLED JUDGE TO RETIRE WHEN 
HE IS ELIGIBLE TO DO SO 


Avuaust 22, 1957.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 110] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 110) to amend section 372 of title 28, United States Code, 
having considered the same, reports favorably thereon without amend- 
ment and recommends that the bill pass. 


PURPOSE 


The purpose of the proposed legislation is to grant authority to the 
President, under specified conditions, to appoint an additional judge 
of a court when an incumbent judge is unable to discharge officially all 
the duties of his office by reason of permanent mental or physical dis- 
ability and the appointment of an additional judge is necessary for the 
efficient dispatch of business. 


STATEMENT 


The facts and justification for this legislation appear in House 
Report 170 on H. R. 110, 85th Congress, and are as follows: 


Former section 371 of title 28 of the United States Code 
relating to the resignation or retirement for age and the ap- 
pointment of a substitute judge on failure to retire contained 
a provision that whenever a circuit or district judge who was 
eligible to resign or retire because of age and lena of service 
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did not do so and the President found that the judge could 
not dispatch efficiently all the duties of his office because of 
permanent mental or physical disability, and that the ap- 
pointment of an additional judge was necessary for the effi- 
cient dispatch of the business, the President might make such 
an appointment by and with the advice and consent of the 
Senate. It also provided that the vacancy subsequently 
caused by the death, resignation, or retirement of the dis- 
abled judge should not be filled. It also provided that any 
circuit or district Judge whose disability caused the appoint- 
ment of an additional judge should for purposes of prece- 
dence or service as chief judge be treated as junior in commis- 
sion to the other judges of the circuit. 

In enacting Public Law 294 of the 83d Congress which was 
approved February 10, 1954, the provision of law referred to 
above was stricken from the bill providing for additional cir- 
cuit and district judges. At the present time, therefore, 
should such an unfortunate circumstance arise wherein a per- 
manently disabled judge fails to retire and impairs the effi- 
ciency of the judicial system, there is no authority to appoint 
an additional judge to alleviate the problem. 

It is to this particular situation that the bill H. R. 110 is 
directed as a solution. The matter contained in that bill has 
been approved by the Judicial Conference of the United 
States. It is the opinion of the committee that the enactment 
of this bill will result in more effective conduct of the busi- 
ness of the courts in the situations to which it would apply. 
The bill would apply to all judges who are appointed to hold 
office during sled behavior, including not only circuit and 
district judges but also judges of special courts such as the 
Court of Claims, Customs Court, the Court of Customs and 
Patent Appeals, who are eligible to retire on account of per- 
manent disability as well as those eligible on account of age 
and length of service. It provides that when such a judge 
who is eligible to retire because of a permanent mental or 
physical disability fails to do so and a certificate of his dis- 
ability, signed by a majority of the members of the Judicial 
Council of the circuit in the case of a circuit or district judge, 
or by the Chief Justice of the United States in the case of the 
Chief Judge of the Court of Claims, the Court of Customs 
and Patent Appeals or the Customs Court, or by the chief 
judge of his court in the case of a judge of the Court of 
Claims, the Court of Customs and Patent Appeals, or the 
Customs Court, is presented to the President and the Presi- 
dent finds that such judge is unable to dispatch efficiently all 
the duties of his office by reason of permanent mental or 
physical disability and that the appointment of an additional 
Judge is necessary for the efficient dispatch of the court’s busi- 
ness, the President may make such an appointment by and 
with the advice and consent of the Senate. The bill further 
provides that whenever any such additional judge is ap- 
pointed, the vacancy which results from the death or resigna- 
tion or retirement of the disabled judge shall not be filled. 


APPOINTMENT OF AN ADDITIONAL JUDGE 3 


In addition, such disabled judge shall, for the purpose of 
precedence, serve as a chief judge for temporary performance 
of the duties of that office, be treated as junior in commission 
to the other judges of the circuit, district, or court. 


After study of the foregoing and the attachments hereto, the com- 
mittee concurs in the conclusions reached by the House on this legis- 
lation and recommends that the bill, H. R. 110, be considered favor- 


ably. 

Attached hereto and made a part of this report is a letter from the 
Administrative Office of the United States Courts submitted in con- 
nection with a similar bill of the 84th Congress, 


ADMINISTRATIVE OFFICE OF THE 
Unirep Srares Courts, 


Washington, D. C., April 11, 1956. 
Hon. Emanvet CELter, 


Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D.C. 


Dear ConeressMAN Cevter: The bill about which you inquired 
of me on March 14, 1955 (H. R. 4792), would empower the President 
under specified conditions to appoint an additional judge of a court 
when a sitting judge is unable to discharge efficiently all the duties of 
his office by reason of permanent mental or physical disability and 
the appointment of an additional judge is necessary for the efficient 
dispatch of business. 

Section 371 of title 28 of the United States Code formerly contained 
a provision that whenever a circuit or district judge eligible to p- 
or retire on account of age and length of service did not do so and the 
President found that the judge was unable to discharge efficiently all 
the duties of his office because of permanent mental or physical dis- 
ability and that the appointment en additional judge was necessar 
for the efficient dispatch of business, the President might make suc 
an appointment by and with the advice and consent of the Senate. It 
was further provided that in that case the vacancy subsequently 
caused by the death, resignation, or retirement of the disabled judge 
should not be filled. It was also provided that any circuit or district 
judge whose disability caused the appointment of an additional judge 
should for purposes of precedence or service as chief judge be treated 
as junior in commission to the other judges of the circuit. 

The Judicial Conference of the United States at a meeting in March 
1952 recommended that the provision referred to be broadened so as 
to include all judges appointed to hold office during good behavior, 
including judges of the special courts and judges eli ible to retire on 
account of permanent disability as well as those eligible on account of 
age and length of service. It also recommended that as a condition 
rary to a finding by the President that a judge was permanently 

isabled mentally or physically there should be a certification of his 
condition by an appropriate representative of the judiciary (pp. 16-17 
of the March 1952 report). This recommendation was renewed by 
the Judicial Conference at its annual meeting in September 1952 (pp. 
18-19 of the September 1952 report) and its annual meeting in Sep- 
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tember 1953 (pp. 22-23 of the September 1953 report of the Judicial 
Conference). In the consideration of the law for additional circuit 
and district judges which was approved February 10, 1954 (Public 
Law 294 of the 83d Cong.), the original provision for the appointment 
by the President of an additional judge when a sitting judge became 
unable to discharge his duties efficiently on account of permanent 
physical or mental disability was stricken from the legislation and the 
amended provision recommended by the Judicial Conference was not 
included. This was unfortunate because there are situations in which 
the efliciency of the courts is impaired unless there is power to appoint 
such an additional judge. ' 

The pending bill (H. R. 4792) would axceg for this power but 
provide for it in the form recommended by the Judicial Conference 
of the United States rather than in the form of the original provision 
in the former section 371 of title 28. It would apply to all judges 
who are appointed to hold office during good behavior as well as the 
circuit judges and district judges. The certificate of disability of a 
judge would be made by representatives of the judiciary rather than 
»y the President. The certificate in the case of a circuit judge or 
district judge would be by a majority of the members of the judicial 
council of the circuit. In the case of the chief judge of the Court of 
Claims, Court of Customs and Patent Appeals, or Customs Court 
it would be signed by the Chief Justice of the United States. In 
the case of any other judge of those courts the certificate would be 
signed by the chief judge of the particular court. This seems more 
consonant with the independence of the judiciary than that the 
finding of disability should be made by the President. If however, 
the certificate of disability is signed by the appropriate representative 
or representatives of the judiciary prescribed by the bill then the 
President under the proposed measure may find that the judge on 
account of his disability is unable to discharge efficiently all the duties 
of his office and that the appointment of an additional judge is 
necessary for the efficient dispatch of business. Then the President 
may oe to make the appointment of an additional judge. As 
stated, the pending bill is the precise form recommended by the 
Judicial Conference of the United States. 

In a letter which I wrote you on April 1, 1955, about the pending 
omnibus bill for additional judgeships (H. R. 3559) I informed you of 
the recommendation on this subject of the Judicial Conference of the 
United States and set out language to amend section 372 of title 28 
of the United States Code which might be included in the pending 
omnimus bill. The language in my letter is identical with the pro- 
vision which would be added to section 372 of title 28 by the separate 
bill referred to in this letter (H. R. 4792). Such a provision would be 
conducive to the more effective conduct of the business of the courts 
in situations of the kind to which it would apply. I therefore trust 
that it may become a part of the pending omnibus bill (H. R. 3559) 
and be enacted by the Congress. 

With kind regards, I am, 

Sincerely yours, 
Henry P, CHANDLER. 


— Cee aS VSP {SOS YS eS 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (new matter is printed in italics, 
existing law in which no change is proposed is shown in roman) : 


Section 372 or Tite 28 or THE Untrep States Cope 


§372. RETIREMENT FOR DISABILITY; SUBSTITUTE 
JUDGE ON FAILURE TO RETIRE. 


(a) Any justice or judge of the United States appointed to hold 
office during good behavior who becomes permanently disabled from 
rforming his duties may retire from regular active service, and the 
President shall, by and with the advice and consent of the Senate, 
appoint a successor. 
ny justice or judge of the United States desiring to retire under 
this section shall certify to the President his disability in writing. 

Whenever an associate justice of the Supreme Court, a chief judge 
of a circuit or the chief judge of the Court of Claims, Court of Customs 
and Patent Appeals, or Customs Court, desires to retire under this 
section, he shall furnish to the President a certificate of disability 
signed by the Chief Justice of the United States. 

A circuit or district judge, desiring to retire under this section shall 
furnish to the President a certificate of disability signed by the chief 

judge of his circuit. 

A judge of the Court of Claims, Court of Customs and Patent 
Appeals, or Customs Court desiring to retire under this section, shall 
furnish to the President a certificate of disability signed by the chief 
judge of his court. 

Each justice or judge retiring under this section after serving ten 
ears continuously or otherwise shall, during the remainder of his 
ifetime, receive the salary of the office. A justice or judge srs 

under this section who has served less than ten years in all shal 
during the remainder of his lifetime, receive one-half of the salary of 
the office. 

(b) Whenever any judge of the United States appointed to hold 
office during good behavior who is eligible to retire under this section 
does not do so and a certificate of his disability signed by a majority 
of the members of the Judicial Council of his circuit in the case of a 
circuit or district judge, or by the Chief Justice of the United States 
in the case of the Chief Judge of the Court of Claims, Court of Customs 
and Patent Appeals, or Customs Court, or by the chief judge of his 
court in the case of a judge of the Court of Claims, Court of Customs 
and Patent Appeals, or Customs Court, is presented to the President 
and the President finds that such judge is unable to discharge efficiently 
all the duties of his office by reason of permanent mental or physical 
disability and that the appointment of an additional judge is —— 
for the efficient dispatch of business, the President may make suc 
appointment by and with the advice and consent of the Senate. 
Whenever any such. additional judge is appointed, the vacancy subse- 
quently caused by the death, resignation, or retirement of the disabled 
judge shall not be filled. Any judge whose disability causes the 
appointment of an additional judge shall, for purpose of precedence, 
service as chief judge, or temporary performance of the duties of that 
office, be treated as junior in commission to the other judges of the 
circuit, district or court. sn 


J 
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TRANSFERRING SHELBY COUNTY FROM THE BEAUMONT 
DIVISION TO THE TYLER DIVISION OF THE EASTERN 
DISTRICT OF TEXAS 


Avaust 22, 1957.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 2136] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 2136) to amend section 124 (c) of title 28 of the United States 
Code so as to transfer Shelby County from the Beaumont to the Tyler 
division of the eastern district of Texas, having considered the same, 
reports favorably thereon without amendment and recommends that 
the bill do pass. 

‘ PURPOSE 


The purpose of the proposed legislation is to amend section 124 (ce) 
(1) and (2) of title 28 of the United States Code so as to transfer Shelby 
County from the Beaumont division to the Tyler division of the east- 
ern district of Texas. 

STATEMENT 


The reasons for the proposed transfer of Shelby County from the 
Beaumont to the Tyler division of the eastern district of Texas are 
set forth in House Report No. 781 on H. R. 2136, and are as follows: 


The main reason for such a transfer is for the convenience 
of litigants, witnesses, and attorneys who have business in 
the United States District Court for the Eastern District of 
Texas. The county seat of Shelby County, Center, is lo- 
cated in the approximate geographic center of the county 
and is approximately 170 miles from Beaumont, where court 
for the Beaumont division is held. On the other hand 
Tyler, where court is held for the Tyler division, is located 
only 85 miles from Center. At the present time, individuals 
from Shelby County who have business in the United States 
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district court, are compelled as a practical necessity to spend 
1 or more nights away from home when their presence Is re- 
quired in the United States district court at Beaumont, A 
round trip of 340 miles per day is not feasible. However, 
by the transfer of Shelby County to the Tyler division, it is 
possible for persons who appear in the United States court 
at Tyler to leave their homes in Shelby County and return 
home in the evening. It is for these reasons that the com- 
mittee believes that the proposed transfer made by this bill 
would be in the best interest of all. There are no expendi- 
ture of funds on the part of the Government involved by 
this transfer. 
The committee requested and has received a report from the 
Administrative Office of the United States Courts on the companion 
Senate bill (S. 2476), in which it is stated: 


When the bill H. R.141541 of the 84th Congress, containing 
a like proposed amendment * * * was being considered we 
were advised hy Chief Judge Hutcheson of the fifth circuit 
that both the judges of the district court for the eastern dis- 
trict of Texas and the Judicial Council of the fifth circuit 
favored the transfer. There appears to be general agreement 
among all concerned that the transfer will be desirable. 
Accordingly, I hope that it may be provided for at the pres- 
ent session of the Congress. 


The committee, after consideration, is of the opinion that enactment 
of the proposed legislation would serve to accommodate the litigants 
and result in more expeditious handling of the business of the courts in 
the eastern district of Texas. The committee, therefore, concurs in 
the action of the House of Representatives and the recommendation of 
the Administrative Office of the United States Courts and recommends 
that the bill, H. R. 2136, be favorably considered. 

Attached hereto and made a part hereof is the above-mentioned: 
report of the Administrative Office of the United States Courts dated 
July 19, 1957, together with a letter from the Deputy Attorney General 
to the chairman of the House Judiciary Committee, and a communica- 
tion from Chief Judge Joseph C. Hutcheson, Jr., of the United States 
Court of Appeals for the Fifth Judicial Circuit expressing approval of 
the proposed transfer. 


ADMINISTRATIVE OrFice or THE Unirep States Courts, 
Washington, D, C., July 19, 1987. 
Hon. James O. Eastianp, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear SenaToR Eastianp: Since Mr. Whitehurst resigned as As- 
sistant Director on July 1, your letter of July 10, 1957, requesting the 
views of this office on S. 2476, the bill to transfer Shelby County, 
which is now in the Beaumont division of the eastern district of 
Texas, to the Tyler division, has come to me. 

When the bill H. R. 11541 of the 84th Congress, containing a like 
proposed amendment of title 28, United States Code, section 124 (c), 
was being considered we were advised by Chief Judge Hutcheson of 
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the fifth circuit that both the judges of the district court for the 
eastern district of Texas and the Judicial Council of the Fifth Circuit 
favored the transfer. There appears to be general agreement among 
all concerned that the transfer will be desitable. Accordingly, I hope 
that it may be provided tor at the present session of the Congress, 
Sincerely yours, 
W. L. Ents. 


JUNE 26, 1957. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. CHarrMan: This is in response to your request for the 
views of the Department of Justice concerning the bill (H. R. 2136), 
to amend section 124 (c) of title 28 of the United States Code so as to 
transfer Shelby County from the Beaumont to the Tyler division of 
the eastern district of Texas. 

The bill would authorize the transfer of Shelby County from the 
Beaumont division of the eastern district of Texas to the Tyler division 
of the same district. 

Whether the bill should be enacted involves a question of policy 
concerning which this Department prefers to make no recommendation. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely, 
Witu1am P. Rogers, 
Deputy Attorney General. 


Unitep States Court or APPEALS, 
Firru Jupiciau Circuit, 
July 6, 1957. 
Re H. R. 2136—transferring Shelby County from the Beaumont to 
the Tyler division. 
Hon. Jack Brooks, 
House Office Building, Washington, D. C. 

Dear Mr. Brooks: I received your letter regarding this bill and 
today have received a letter from Judge Joe W. Sheehy of tie eastern 
district of Texas, reaffirming the approval of the judges of that dis- 
trict, in which he says in part: 

“Because of the fact that Shelby County is much closer to Tyler 
than it is to Beaumont, the entire bar of Shelby County desires the 
transfer. Such a transfer will result in the saving of time and travel 
expense of attorneys, litigants, witnesses, and jurors residing in Shelby 
County who are required to attend court in this district. For that 
reason Judge Cecil and I approve the proposed transfer.” 

This is to say that the Judicial Council for the Fifth Circuit favors 
the bill and hopes it will pass. 

Very sincerely yours, 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted ig 
inclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Tite 28, Unirep States Cope 


Sec. 124. Texas 
* * » * * % * 


EASTERN DISTRICT 


(c) The Eastern District comprises six divisions. 

(1) The Tyler Division comprises the counties of Anderson, Ange- 
lina, Cherokee, Gregg, Henderson, Houston, Nacogdoches, Panola, 
Rains, Rusk, Shelby, Smith, Van Zandt, and Wood. 

Court for the Tyler Division shall be held at Tyler. 

(2) The Beaumont Division comprises the counties of Hardin, 
Jasper, Jefferson, Liberty, Newton, Orange, Sabine, San Augustine, 
[Shelby,] and Tyler. 

Court for the Beaumont Division shall be held at Beaumont. 

= * * * * 2 * 
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AMENDING THE BANKRUPTCY ACT AS TO DISCHARGES 
AND NOTICES 


AvGustT 22, 1957.—Ordered to be printed 





Mr. Easttanp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 5811] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 5811) to amend subdivision (b) of section 14—Discharges, 
when granted—of the Bankruptcy Act, as amended, and subdivision 
(b) of section 58—Notices—of the Bankruptcy Act, as amended, hav- 
ing considered the same, reports favorably cee without amend- 
ment, and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to provide in bankrupte 
proceedings for the combining, after filing fees have been paid in full, 
of the 10-day notice of the first meeting of creditors with the 30-day 
notice of the last day fixed by the court for the filing of objections to 
the discharge of the bankrupt, permitting 1 mailing instead of 2, to 
promote greater economy and efficiency in the handling of bankruptcy 
cases, 

STATEMENT 


The proposed legislation has been requested by the Administrative 
Office of the United States Courts. 

The Bankruptcy Act, as amended, now provides in subdivision (b) 
of section 14 that after the bankrupt has been examined, either at the 
first meeting of creditors or at a meeting specially fixed for that pur- 
pose, the court shall make an order fixing a time for the filing of objec- 
tions to the bankrupt’s discharge, notices of which shall be given to 
all parties of interest. 
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It is thus impossible for the court, even in the simplest of cases, to 
combine the notice of the first meeting of creditors with the notice 
of the time for filing of objections to the bankrupt’s discharge. 

The proposed legislation would amend this section by providing that 
after the filing fees required to be paid have been paid in full the 
court shal] make an order fixing a time for the filing of objections 
to the bankrupt’s discharge which shall not be less than 30 days 
after the first date set for the first meeting of creditors; that notice of 
the order shall be given to all parties of interest; and that if the ex- 
amination of the bankrupt has not or will not be completed within 
the time fixed for the filing of objections to the discharge the court 
may, upon its own motion or upon motion of any party in interest 
or for other cause shown, extend the time for filing such objections, 

It is estimated by the Administrative Office of the United States 
Courts that this amendment would permit the notice of the first meet- 
ing of creditors and the notice of the time fixed for the filing of objec- 
tions to the discharge of the bankrupt to be combined in 1 mailing in 
approximately 75 percent of the ordinary bankruptcy cases. This 
would eliminate the costs of 1 mailing amounting to about 1,750,000 
notices a year, and the considerable related clerical] expenses. 

Under the proposed amendment the two notices could not be com- 
bined in those cases where the filing fees have not been paid. About 
25 percent of all ordinary bankruptcy cases are filed without the pay- 
ment of the filing fees at the time of filing (under General Order 35 
of the Supreme Court a petition in a voluntary proceeding in ordinar 
bankruptcy may be accepted for filing by the clerk of the court if it 
is accompanied by a verified petition of the bankrupt stating that he 
is without and cannot obtain the money with which to pay the filing 
fees in full at the time of filing). The filing fees must, however, be 
paid before the discharge procedure is instituted (General Order 35 
of the Supreme Court provides that no proceeding upon the discharge 
of a bankrupt or debtor shall be instituted until the filing fees are paid 
in full). 

The proposed legislation also includes a conforming amendment to 
section 58, subdivision b, in regard to the mailing of notices, by adding 
the words “if any” after the word “trustee” and after the word “attor- 
ney.” If the two notices are combined and sent at the beginning of 
the proceeding, the trustee would not yet have been appointed. To 
insure the notification of the trustee promptly after his appointment 
of the time for the filing of objections to the discharge of the bankai 
the Judicial Conference of the United States has requested the Su- 
preme Court to make an appropriate amendment to General Order 
16, as is set forth in the letter of the Administrative Office of the United 
States Courts which is printed in full below. 

The Department of Justice, in a letter dated October 12, 1955 
advises that whether the bill should be enacted involves a question 0 
policy concerning which the Department has no recommendation. 

The Committee on the Judiciary, having considered the proposed 
amendments to the Bankruptcy Act, as amended, believe that they 
will promote greater economy and efficiency in the handling of bank- 
ruptcy cases, and favorably recommends them. 

Attached and made a part of this report are (I) a letter, dated 
May 31, 1957, from the Administrative Office of the United States 
Courts, and (II) a letter, dated May 22, 1957, from the National 
Bankruptcy Conference. 
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(I) 


ADMINISTRATIVE OFFICE OF THE Untrep States Courts, 
Supreme Court Buipine, 
Washington, D. C., May 31,1957. 
Senator James O. EastLanp, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D.C. 


Dear Senator Eastianp: I have been informed that a bill, H. R. 
5811, introduced in the present Congress by Congressman Celler, has 
been passed by the House of Representatives and is now pending be- 
fore the Judiciary Committee of the Senate. This bill would amend 
subdivision (b) of section 14—Discharges, when granted—and clause 
2 of subdivision (b) of section 58—Notices—of the Bankruptcy Act 
as amended so as to permit the 30-day notice of the last day fixed by 
the court for the filing of objections to the discharge of the bankrupt 
(sec. 58 (b)) to be combined with the 10-day notice of the first meet- 
ing of creditors (sec. 58 (a) (3)). In the interest of economy in the 
cost of administering bankruptcy cases these amendments were ap- 
proved by the Judicial Conference of the United States at its regular 
meeting in September 1953 (see Report of September Session of the 
Judicial Conference, pp. 13 and 14). 

Under the present provisions of the Bankruptcy Act, at least two 
separate notices are required to be given in every case. The first is a 
10-day notice of the first meeting of creditors and the second is a 30- 
day notice of the last day fixed by the court for the filing of objections 
to the discharge. 

Section 14 (b) provides, however, that the order fixing the last day 
for filing objections to the discharge shall not be entered until after 
the bankrupt has been examined. This makes it impossible to com- 
bine the two notices even in the simplest case. 

The amendment of section 14 (b) would permit the two notices to be 
combined in approximately 75 percent of the ordinary bankruptcy 
cases and would. effect an estimated saving of $50,000 to $60,000 a 
year in postage alone. But an even greater indirect saving would be 
accomplished in the expenditures for clerical help, supplies, and equip- 
ment. Such procedure would eliminate the cost of preparing, fold- 
ing, stuffing, and sealing 1 set of notices, the cost of addressing 1 set 
of envelopes, and the cost of paper and envelopes for 1 set of notice, 
(about 1,750,000 notices a year). 

Section 14 (b) as amended would read as follows: 

“After the filing fees required to be paid by this Act have been paid 
in full the court shall make an order fixing a time for the filing of ob- 
jections to the bankrupt’s discharge which shall be not less than 30 
days after the first date set for the first meeting of creditors. Notice 
of such order shall be given to all parties in interest as provided in 
section 58 (b) of this Act. Jf the examination of the bankrupt con- 
cerning his acts, conduct and property has not or will not be com- 
pleted within the time fixed for the filing of objections to the discharge 
the court may, upon its own motion or upon motion of the receiver, 
trustee, a creditor or any other party in interest or for other cause 
show, extend the time for filing such objections. Upon the expiration 
of the time fixed in such order or of any extension of such time granted 
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by the court, the court shall discharge the bankrupt if no objection 
has been filed; otherwise, the court shall hear such proofs an pleas 
as may be made in opposition to the discharge, by the trustee, creditors, 
the United States attorney, or such other attorney as the Attorney 
General may designate, at such time as will give the bankrupt and the 
objecting parties a reasonable opportunity to be fully heard.” [Italics 
are ard 

Under General Order 35 (4) of the Supreme Court a petition in a 
voluntary proceeding in ordinary bankruptcy may be accepted for 
filing by the clerk of the court if accompanied by a verified petition 
of the bankrupt stating that he is without and cannot obtain the 
money with which to pay. the filing fees in full at the time of filing, 
Subsection (c) of General Order 35 (4) further provides: “No pro- 
ceeding upon the discharge of a bankrupt or debtor shall be instituted 
until the filing fees are paid in full.” The new language at the begin- 
ning of section 14 (b) as amended would conform with General Order 
35 (4) (c). About 25 percent of all ordinary bankruptcy cases are 
filed without the payment of the filing fees at the time of filing and as 
to these the two notices mentioned above could not be combined under 
the proposed amendment of section 14 (b). It is essential in order to 
keep the bankruptcy system on a self-sustaining basis that the filing 
fees be paid and for this reason it is not advisable to set the discharge 
procedure in motion until the filing fees are fully paid. 

A conforming amendment in section 58 (b) (2) 1s made necessary 
by the present requirement of that subsection that a copy of the dis- 
charge notice be mailed to the trustee and his attorney. Obviously 
if the two notices are combined and mailed at the beginning of the 

roceeding, it could not be sent to the trustee as he would not have 
Coon appointed when the notice is mailed. Section 58 (b) as amended 
would read as follows: 

“The court shall give at least thirty days’ notice by mail of the last 
day fixed by its order for the filing of objections to a bankrupt’s dis- 
charge (1) to the creditors, in the manner prescribed in subdivision a 
of this section; (2) to the trustee ¢f any and his attorney ¢f any, at their 
respective addresses as filed by them with the court; and (3) to the 
United States attorney of the judicial district wherein the proceeding 
is pending. The court shall also give at least thirty days’ notice by 
mail of the time and place of a hearing upon objections to a bank- 
rupt’s discharge (1) to the bankrupt, at his last known address as 
appears in his petition, schedules, list of creditors, or statement of 
affairs, or, if no address so appears, to his last-known address as fur- 
nished by the trustee or other party after inquiry; (2) to the bank- 
rupt’s attorney, if any, at his address as filed by him with the court; 
and (3) to the objecting parties and their attorneys, at their respective 
addresses as filed by them with the court.” [The italic words con- 
stitute the amendment. ] 

In order that the trustee would be notified immediately upon his 
appointment of the last day fixed for the filing of objections to the 
discharge, the Bankruptcy Committee of the Judicial Conference sug- 
gested that the Supreme Court be requested to amend General Order 
16 so as to read as follows: 

“It shall be the duty of the referee, immediately upon the appoint- 
ment and approval of the trustee, to notify him in person or by mail 
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of his appointment and of the time fixed for the filing of objections 
to the bankrupt’s discharge if such time has been fixed; and the notice 
shall require the trustee forthwith to notify the referee of his accept- 
ance or rejection of the trust, and shall contain a statement of the penal 
sum . the trustee’s bond.” [The italic words constitute the amend- 
ment. 

‘teie Conference approved this suggestion (see report of September 
1953 Session, P. 14). 

A bill (H. R. 8210) to carry out these proposals was introduced in 
the 83d Congress and passed the House of Representatives on August 
8, 1954. This bill was reintroduced as H. R. 6251 and S. 1997 in the 
84th Congress, 1st session. At the meetings of the Judicial Confer- 
ence in September 1954, 1955, and 1956 the CehSertnes upon the recom- 
mendation of its Bankruptcy Committee, rearmed its approval of 
this measure. (See reports of September 1954, 1955, and 1956 of 
the Judicial Conference. ) 

The National Bankruptcy Conference at its meeting in Washing- 
ton, D. C., on November 9-10, 1956, approved H. R. 6251, 84th 
Congress. 

I respectfully ask that H. R. 5811 (85th Cong.) be favorably con- 
sidered by your committee. 

Sincerely yours, 
EpwIin L. Covey, 
Chief of the Division of Bankruptcy. 


(iT) 


NationaL Bankruptcy CONFERENCE, 


May 22, 1957. 
Hon. James QO. Eastianp, 


United States Senate, Washington, D. C. 


Dear Senator Easttanp: On May 20, 1957, the House of Repre- 
sentatives passed on the Consent Calendar H. R. 5811, the bill to 
amend subdivision (b) of section 14 and subdivision (b) of section 58 
of the Bankruptcy Act. On behalf of the National Bankruptcy Con- 
ference I should like to urge that the bill likewise receive the approval 
of the Senate Judiciary Committee. 

The nature and purposes of the National Bankruptcy Conference 
are set forth in my letter to you of May 16, 1957, relating to H. R. 13. 
Consequently, I am not repeating them here. In brief, the Confer- 
ence is a national group of organizations and individuals interested 
in improvement of bankruptcy law and administration, and has for 
25 years been active in exploring, developing and supporting improve- 
ments in the Bankruptcy Act. The National Bankruptcy Confer- 
ence at its last meeting in November 1956 voted approval of the amend- 
ments contained in H. R. 5811. 

The amendments contained in this bill originated with the Adminis- 
trative Office of the United States Courts as a means of simplifying 
bankruptev administration and economizing on the expenses of the 
referees office. The present Bankruptcy Act requires in every case at 
least two notices to creditors and the organization of the act is such 
that combination notices are impossible. Under the proposed bill ina 
great many cases the notice of the first meeting of creditors and the 
notice of the last day fixed by the court for the filing of the objections 
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to the bankrupt’s discharge can be combined in well over half of the 
bankruptcy cases which are filed. The Administrative Office estimates 
that the saving in postage alone would exceed $50,000, and the saving in 
clerical time and supplies in the elimination of almost 2 million notices 
would be even more substantial. 

At its meeting in November the National Bankruptcy Conference 
debated the merits of the bill at length and heard a statement on it by 
Edwin L. Covey of the Administrative Office. After that full discus- 
sion it was the consensus of our Conference that the rights of creditors 
would not be jeopardized by the provisions of that bill, that the sav- 
ings would be real and substantial, and that the amendment should 
be approved. 

I sincerely hope that H. R. 5811 will receive the approval of your 
committee. If there is any further information with respect to the 
bill that you desire I should be happy to respond to any inquiries from 
you or your staff. 


Very truly yours, 
Cuartes A. Horsxy, Chairman. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
orted, are shown as follows (new matter is printed in italics, existing 
aw in which no change is proposed is shown in roman, matter to be 
stricken is enclosed in brackets) : 


SECTION 14 B OF THE BANKRUPTCY ACT OF JULY 1, 1898, 
AS AMENDED (11 U. S. C., SEC. 32 B) 


(b) [After the bankrupt shal] have been examined, either at the 
first meeting of creditors or at a meeting specially fixed for that pur- 
pose, concerning his acts, conduct, and property, the court shall make 
an order fixing a time for the filing of objections to the bankrupt’s 
discharge, notice of which order shall be given to all parties in interest 
as provided in section 58 of this Act.] After the filing fees required to 
be paid by this Act have been paid in full the court shall make an order 
fixing a time for the filing of objections to the bankrupt’s discharge 
which shall be not less than thirty days after the first date set for the 
first meeting of creditors. Notice of such order shall be given to all 
parties in interest as provided in section 58b of this Act. If the ewami- 
nation of the bankrupt concerning his acts, conduct, and property has 
not or will not be completed within the time fixed for the filing of objec- 
tions to the discharge the court may, upon its own motion or upon 
motion of the receiver, trustee, a creditor, or any other party in interest 
or for other cause shown, extend the time for filing such objections. 
Upon the expiration of the time fixed in such order or of any extension 
of such time granted by the court, the court shall discharge the bank- 
rupt if no objection has been filed; otherwise, the court shall hear such 
proofs and pleas as may be made in opposition to the discharge, by the 
trustee, creditors, the United States attorney, or such other attorney 
as the Attorney General may designate, at such time as will give the 
bankrupt and the objecting parties a reasonable opportunity to be 
fully heard. 
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SECTION 58 B OF THE BANKRUPTCY ACT OF JULY 1, 1898, 
AS AMENDED (11 U. S. C., SEC. 94 B) 


(b) The court shall give at least thirty days’ notice by mail of the 
last day fixed by its order for the filing of objections to a bankrupt’s 
discharge (1) to the creditors, in the manner prescribed in subdivision 
a of this section; (2) to the trustee ¢f any and his attorney, ¢f any, at 
their respective addresses as filed by them with the court; and (3) to 
the United States attorney of the judicial district wherein the pro- 
ceeding is pending. The court shall also give at least thirty lev 
notice by mail of the time and place of a hearing upon objections to 
a bankrupt’s discharge (1) to the bankrupt, at his last known address 
as appears in his petition, schedules, list of creditors, or statement of 
affairs, or, if no address so appears, to his last-known address as 
furnished by the trustee or other party after inquiry; (2) to the 
bankrupt’s attorney, if any, at his address as filed by him with the 
court; and (3) to the objecting parties and their attorneys, at their 
respective addresses as filed by them with the court. 


O 
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LINCOLN SESQUICENTENNIAL COMMISSION 





Aveust 22, 1957.—Ordered to be printed 


Mr. O’Manonsy, from the Committee on the Judiciary, submitted 
the following 


REPORT 


{To accompany S&S. J. Res. 98] 


The Committee on the Judiciary, to which was referred the joint 
resolution (S. J. Res. 98), to establish a Lincoln Sesquicentennial 
Commission, having considered the same, reports favorably thereon, 
without amendment, and recommends that the joint resolution be 
agreed to. 

PURPOSE 


The purpose of this joint resolution is to establish a Commission 
for the commemoration of the 150th anniversary of the birth of 
Abraham Lincoln. 

STATEMENT 


This resolution establishes the Abraham Lincoln Sesquicentennial 
Commission to be composed of 15 commissioners, as follows: 
1. The President of the Senate and Speaker of the House of Repre- 
| sentatives, both ex officio. 
| 2. Five public members to be appointed by the President of the 
United States. 

3. Four members who shall be Members of the Senate to be 
appointed by the President of the Senate. 

4. Four members who shall be Members of the House of Representa- 
tives to be appointed by the Speaker of the House of Representatives. 

The Commission shall select a Chairman and a Vice Chairman from 
among its members. 

It will be the duty of this Commission to prepare plans and & 
rogram for the celebration in 1959 of the 150th anniversary of the 
irth of Abraham Lincoln. The Commission will expire upon the 
completion of its duties but in no event later than February 12, 1960. 

The resolution also provides that the Commission shall on or before 
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March 1, 1958, make a report to the Congress in order that further 
enabling legislation may be enacted. 

The committee is informed that several States and many private 
groups and organizations have already begun preparation to com- 
memorate the 150th anniversary of the birth of Abraham Lincoln 
in 1959. In order that such activities may not conflict with each 
other, that certain national programs be undertaken, and that all 
appropriate celebrations be encouraged, it would seem important to 
provide for a national coordinating group which could help correlate 
and stimulate a wide range of local activities and help weave them 
together in a broadly conceived national program. 

The purpose of commemorating and celebrating the 150th anni- 
versary of Lincoln’s birth would be to eall to mind on a national scale 
the qualities and characteristics of this man and to renew our recogni- 
tion of these virtues in our national life. 

The committee is advised that the idea of establishing a Lincoln 
Sesquicentennial Comntission has a wide range of support, including 
statements in support from the Vice President of the United States, 
the Assistant to the President of the United States, assuring the 
administration’s full cooperation should the Congress create the Com- 
mission, and Mr. Quincy Mumford, the Librarian of Congress—which, 
incidentally, possesses what is probably the most important collection 
of Lincoln material in the world—who has indicated an intention to 
cooperate with the proposed Commission. 

This resolution would authorize not to exceed the sum of $10,000 
for the necessary expenses of the Commission. 

The committee is of the opinion that by the creation of this Com- 
mission there would be attached greater significance to the celebration 
of the 150th anniversary of Lincoln’s birth than otherwise would be 
the case. It would tend to free the eet observance from any 
political implications, and it would give official Government recogni- 
tion to Lincoln’s anniversary; and furthermore, it would enable 
planning on a national scale to commence at once. 

The committee believes that this resolution has a meritorious 
purpose and accordingly recommends that this resolution, Senate 
Joint Resolution 98, be favorably considered, without amendment. 
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NATIONAL FARM-CITY WEEK 





Avuaust 22, 1957.—Ordered to be printed 





Mr. O’Manoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. J. Res. 313] 


The Committee on the Judiciary, to which was referred the joint 
resolution (H. J. Res. 313), designating the week of November 22-28, 
1957, as National Farm-City Week, having considered the same, 
reports favorably thereon, without amendment, and recommends 
that the joint resolution be agreed to. 


PURPOSE 


The purpose of this joint resolution is to designate the week of 
November 22 to 28, 1957, as National Farm-City Week. 


STATEMENT 


This resolution would set aside the week of November 22 through 
November 28, 1957, as National Farm-City Week, to recognize the 
contribution American farm families have made to our civilization 
and to promote better public understanding of the needs, problems 
and opportunities of our country’s agricultural and farm people. 

The resolution further authorizes and requests the President of 
the United States to issue a proclamation calling upon the Depart- 
ment of Agriculture, the land-grant colleges, the Agricultural Ex- 
tension Service, and all other appropriate agencies and officials of the 
Government, to cooperate with National, State, and local farm organi- 
zations and other groups in the several States in preparing and carrying 
out programs for the appropriate observance of this week. 

The sponsors of this resolution believe that such a program will 
develop better understanding by urban people of the contributions 
and problems of rural people, and reciprocally, a greater understanding 
by rural people of town and city life. 
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This resolution is supported by the National Grange and has re- 
ceived a favorable endorsement from the Chairman of the House Agri- 
culture Committee. 

The Committee believes that this resolution has a meritorious 
purpose and accordingly recommends favorable consideration of 
House Joint Resolution 313, without amendment. 
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PROVIDING REIMBURSEMENT TO THE TRIBAL COUNCIL 
OF THE CHEYENNE RIVER SIOUX RESERVATION IN 
ACCORDANCE WITH THE ACT OF SEPTEMBER 3, 1954 


Aveust 22, 1957.—Ordered to be printed 


Mr. O’Manoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 58101 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 5810) to provide reimbursement to the tribal council of the 
Cheyenne River Sioux Reservation in accordance with the act of 
September 3, 1954, having considered the same, reports favorably 
thereon without amendment and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to pay to the Cheyenne 
River Sioux Tribal Council the sum of $97,580.23 in full settlement 
of all claims against the United States for reimbursement of expenses 
incurred by negotiations which resulted in the ratification of the 
agreement between the United States and the said tribal council con- 
tained in the act of September 3, 1954 (68 Stat. 1191). 


STATEMENT 


The statement of the background of this legislation is set forth in the 
covering letter from the Department of the Army recommending the 
enactment of this legislation. This is as follows: 


The purpose of this proposed legislation is to provide for 
reimbursement to the Tribal Council of the Cheyenne River 
Sioux Reservation for expenses incurred by it and caused by 
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or incident to the negotiations for the acquisition of certain 
Indian lands for the Oahe Dam on the Missouri River, S. Dak. 
Authorization for reimbursement is contained in the act of 
Congress approved September 3, 194 (68 Stat. 1191), an 
act to provide for the acquisition of lands by the United 
States required for the reservoir created by the construction 
of Oahe Dam on the Missouri River and for rehabilitation of 
the Cheyenne River Sioux Reservation, S. Dak., and for other 
purposes. Section XIII of that act provides: 

“The United States agrees to reimburse the said Tribal 
Council for expenses incurred by it and caused by, or inci- 
dent to, the negotiations which have led up to the making and 
ratification of this agreement: Provided, That such reim- 
bursement expenses do not exceed in the aggregate $100,000, 
of which not more than $50,000 shall be payable as attorney 
fees. The Tribal Council shall send a statement to the Sec- 
retary of the Army setting out said expenses up to the date 
of the proclamation to be issued by the Secretary of the In- 
terior declaring that the act of Congress approving this 
agreement is in full force and effect. The Secretary of the 
Army shall forward said statement to the Congress for ap- 
goon together with his recommendations.” 

he agreement between the United States and the tribal 
council was thereafter ratified and the Secretary of the In- 
terior on April 6, 1955, issued a proclamation declaring that 
the agreement contained in the act of September 3, 1954, had 
been ratified and approved in writing by three-quarters of 
the adult members of the Indians of the Cheyenne River 
Reservation in South Dakota, as shown by the tribal rolls 
of said reservation and that April 6, 1955, was the effective 
date of the act. 

In accordance with the agreement of the United States to 
reimburse the tribal council for its expenses, a statement has 
been submitted showing that the council incurred expenses in 
the total amount of $119,802.43. A copy of the statement 
dated April 10, 1956, submitted by the Cheyenne River 
Sioux Tribal] Council, to the district engineer, Omaha district, 
Corps of Engineers, United States Army, is forwarded here- 
with in accordance with the provisions of the act of Septem- 
ber 3, 1954. Of the sum expended, $45,998.82 was for ex- 
penses other than attorney fees or expenses of the tribal at- 
torney. $1,581.41 represents expenses of the tribal attorney, 


In accordance with the limitations contained in the act of 
September 3, 1954, the enclosed draft bill would authorize and 
direct the Secretary of the Treasury to pay to the Cheyenne 
River Sioux Tribal Council $97,580.23 (expenses, other than 
attorney’s fees or expenses, $45,998.82; expenses of tribal 
attorney $1.581.41; and attorney fees $50,000). 


As stated above, the enactment of this legislation is recommended 
by the Department of the Army. After careful consideration, the 
committee agrees with the recommendation of the Department of 
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the Army and, accordingly, recommends that this bill be favorably 
considered. 

Attached hereto and made a part of this report is the letter from 
the Department of the at together with data submitted by the 
Cheyenne River Sioux Tribal Council in support of this claim. 


DEPARTMENT OF THE ARMY, 
Washington, D. C., February 28, 1957. 
Hon. Sam Raypurn, 
Speaker of the House of Representatives, 


Dear Mr. Sreaxer: There is forwarded herewith a draft of legis- 
lation to provide reimbursement to the Tribal Council of the Chey- 
enne River Sioux Reservation in accordance with the act of Septem- 
ber 3, 1954. 

The submission of this legislation is in accordance with procedures 
approved by the Secretary of Defense. The Bureau of the Budget 
has advised that it has no objection to the submission of this proposal 
for the consideration of the Congress, and the Department of the 
Army recommends its enactment. 


PURPOSE OF THE LEGISLATION 


The purpose of this proposed legislation is to provide for reimburse- 
ment to the Tribal Council of the Cheyenne River Sioux Reservation 
for expenses incurred by it and caused by or incident to the negotia- 
tions for the acquisition of certain Indian lands for the Oahe Dam on 
the Missouri River, S. Dak. Authorization for reimbursement is 
contained in the act of Congress approved September 3, 1954 (68 Stat. 
1191), an act to provide for the acquisition of lands by the United 
States required for the reservoir created by the construction of Oahe 
Dam on the Missouri River and for rehabilitation of the Cheyenne 
River Sioux Reservation, S. Dak., and for other purposes. Section 
XIII of that act provides: 

“The United States agrees to reimburse the said tribal council for 
expenses incurred by it and caused by, or incident to. the negotiations 
which have led up to the making and ratification of this agreement: 
Provided, That such reimbursement expenses do not exceed in the 
aggregate $100,000, of which not more than $50,000 shall be payable 
as attorney fees. The tribal council shall send a statement to the 
Secretary of the Army setting out said expenses up to the date of 
the proclamation to be issued by the Secretary of the Interior de- 
claring that the act of Congress approving this agreement is in 
full force and effect. The Secretary of the Army shall forward said 
statement to the Congress for appropriation together with his recom- 
mendations.” 

The agreement between the United States and the tribal council 
was thereafter ratified and the Secretary of the Interior on April 6 
1955, issued a proclamation declaring that the agreement contained 
in the act of Saptettiber 3, 1954, had been ratified and approved in 
writing by three-quarters of the adult members of the Indians of the 
Cheyenne River Reservation in South Dakota, as shown by the tribal 
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rolls of said reservation and that April 6, 1955, was the effective date 
of the act. 

In accordance with the agreement of the United States to reimburse 
the tribal council for its expenses, a statement has been submitted 
showing that the council incurred expenses in the total amount of 
$119,802.43. A copy of the statement dated April 10, 1956, submitted 
by the Cheyenne River Sioux Tribal Council, to the district engineer, 
Omaha district, Corps of Engineers, United States Army, is forwarded 
herewith in accordance with the provisions of the act of September 3, 
1954. Of the sum expended, $45,998.82 was for expenses other than 
attorney fees or expenses of the tribal attorney, $1,581.41 represents 
expenses of the tribal attorney, and the balance of $72,222.20 repre- 
sents attorney fees. 

In accordance with the limitations contained in the act of September 
8, 1954, the enclosed draft bill would authorize and direct the Secre- 
tary of the Treasury to pay to the Cheyenne River Sioux Tribal Coun- 
cil $97,580.23 (expenses, other than attorney’s fees or expenses, 
$45,998.82; expenses of tribal attorney $1,581.41; and attorney fees 
$50,000). 

COST AND BUDGET DATA 


If enacted, this legislative proposal will involve an expenditure of 
$97,580.23. This amount has not been included in any estimate for 
appropriations. 

Sincerely yours, 
Wucer M. Brucker, 
Secretary of the Army. 


CHEYENNE River Stoux Treat Counctt, 
Cheyenne Agency, S. Dak., April 10, 1956. 
District ENGINEER, 
Omaha District, Corps of Engineers, 
United States Army, Omaha, Nebr. 
(Attention: Robert D. Brown, Jr., Corps of Engineers, 
Executive Officer.) 

My Dear Coronet Brown: Transmitted herewith, in accordance 
with section XIII of Public Law 776, 83d Congress, are two copies 
each of sheets No. 1 to No. 27, inclusive, listing expenses incurred 
from June 28, 1945, to April 5, 1955, inclusive, as a result of the Oahe 
Dam and Reservoir project, totaling $119,802.43. This total includes 
expenses of local tribal personnel as well as payment of per annum 
salary and contingent bonus to tribal attorney, Ralph H. Case. 

Sheets No. 1 to No. 25, inclusive, cover payment of per diem only 
to mebers of the tribal council for 1 day’s attendance at sessions of 
the council at which the matter of the Oahe settlement consumed 1 
full day’s work; payments of per diem and mileage, where required, 
to members of the claims and Tegislation committee for services ren- 
dered in connection with the Oahe settlement including, but not lim- 
ited to, preparation of a contract agenda, checking Hart appraisal for 
possible errors, checking land descriptions, checking timber cruises, 
making field inspections, reclassification of lands in the taking area, 
evaluation of improvements omitted from Hart appraisal, and re- 
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evaluation of certain buildings on which the appraisal was deemed too 
low, all in cooperation with representatives o the Corps of Engineers 
and the Bureau of Indian Affairs, checking county records for records 
of comparable sales in the area, preparation of supporting evidence 
for contract negotiations, and later negotiations with the Congress. 

The said sheets also include payments of per diem and mileage te 
members of the claims and legislation committee and the Oahe nego- 
tiating committee for travel on tribal business in connection with the 
Oahe settlement, trips to Omaha, Billings, Mont., Elbowoods, N. Dak., 
Aberdeen, S. Dak., and Washington, D. C., for conferences with 
representatives of the Corps of Engineers and the BIA, and for in- 
spection of damages to other reservations incurred as a result of 
reservoirs constructed on those reservations. These payments in- 
cluded in addition to per diem and transportation, living expenses 
while away from home, and incidental expenses; also allowances to 
those members of the committee not on regular salary for support of 
their families during their absence, and a business allowance to the 
chairman of the committee for expenses other than personal, incurred 
in connection with the said trips. 

Also included in the items listed on these sheets are other mis- 
cellaneous expenses such as reimbursement to individuals for telephone 
calls made in connection with the Oahe settlement, purchase of office 
supplies, purchase of materials required for construction of office 
furniture to take care of maps, appraisal sheets, and other data re- 
quired in work performed on this settlement. 

Not included, however, are salaries of officers and staff members of 
the tribal council, regularly employed. Much of their time and effort 
during the years covering the Oahe negotiations was devoted to the 
Oahe settlement but it would not be possible to separate these from 
other duties performed. 

Sheets Nos. 26 and 27 cover the payment of per annum salary and 
contingent bonus to tribal attorney Ralph H. Case under contract 
No. I-i-ind 42023. 

Transmitted also are photostatic copies of supporting evidence in 
the form of vouchers for payment of such expenses, of contracts 
between the tribe and its attorney, Ralph H. Case of Washington, 
D. C., and the original and 1 carbon of the certification of the tribal 
treasurer, dated February 27, 1956. 

If further evidence in support of this claim is required, or explana- 
tion of the data transmitted herewith is required, we shall be happy 
to supply same to the best of our ability and knowledge. 

Sincerely, 
Frank Ducuengravx, Chairman. 





CHEYENNE River Stoux Tran Counct, 
Cheyenne Agency S. Dak., April 20, 1956. 
District ENGINEER, 
Omaha District, Corps of Engineers, 
United States Army, Omaha, Nebr. 
(Attention: Mr. Willots.) 

Dear Sir: Reference is made to your telephone call of April 18 in 

which you requested certain information relative to the expense ac- 
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count submitted by us for reimbursement in accordance with section 
XITI of Public Law 776, 83d Congress. 

You requested information as to the number of days spent in Wash- 
ington on 9 trips made by the committee, and 2 trips by me in 1954, 
We have checked the reports made to the tribal council and the people 
on these trips and find as follows: 

‘ February 1948 delegation: Voucher No. 199, exhibit 448, 20 
ays. 
March 1949 delegation: Voucher No. 1011, exhibit 2-49, 29 
ays. 
June 1949 delegation: Voucher No. 3106, exhibit 1-49, 17 days, 
May 1950 delegation: Voucher No. 4684, exhibit 1-50, 26 days, 
December 1951 delegation: Voucher No. 1268, exhibit 10-51, 
27 days. 
ote 1952 delegation: Voucher No. 2462, exhibit 60-52, 
30 days. 
January 1953 delegation: Voucher No. 2703, exhibit 3-53, 17 


ays. 
June 1953 delegation: Voucher No. 3316, exhibit 29-53, 30 


ays. 
3 April 1954 delegation: Voucher No. 4975, exhibit 16-54, 31 
ays. 
Frank Ducheneaux, July 1954: Voucher No. 5536, exhibit 
33-54, 47 days. 
Frank Ducheneaux, November 1954: Voucher No. 6679, exhibit 
55-54, 10 days. 

We are a little late getting this information to you for which I 
apologize. I was out of town when your call came in, and we started 
getting the data yesterday. It involves going through rather volumi- 
nous records dating back over some 8 years, and necessarily consumes 
quite a little time. 

I hope that this gives you the information you require. 

Sincerely, 
Frank Ducneneavux, Chairman, 


CHEYENNE River Sioux Treat Councit, 
Cheyenne Agency, S. Dak., February 27, 1956. 


CERTIFICATION 


I hereby certify that the foregoing is a true, accurate, complete, and 
correct list of all expenditures made by the Cheyenne River Sioux 
Tribe in connection with its Oahe Dam and Reservoir negotiations, 
and that all vouchers and other supporting papers are on file in the 
office of the treasurer of the Cheyenne River Sioux Tribe at Cheyenne 
Agency, S. Dak. 

Percy E. Putuies, 
Treasurer, Cheyenne River Sioux Tribal Council. 


Subscribed and sworn to me, a notary public residing at Cheyenne 
Agency, S. Dak., this 27th day of February 1956. 


[seu] Marerg L. Smiru, Notary Public. 
My commission expires December 14, 1959. 


O 
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AUTHORIZING THE PRESIDENT TO AWARD THE MEDAL 
OF HONOR TO THE UNKNOWN AMERICAN WHO LOST 
HIS LIFE IN THE KOREAN CONFLICT 





Aveust 22, 1957.—Ordered to be printed 


Mr. Jackson, from the Committee on Armed Services, submitted the 
following 


REPORT 


|To accompany 'H. R. 1214] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 1214) to authorize the President to award the Medal of Honor 
to the unknown American who lost his life while serving overseas in the 
Armed Forces of the United States during the Korean conflict; having 
considered the same, report favorably thereon without amendment 
and recommend that the bill do pass. 


PURPOSE 


This bill proposes to authorize the award in the name of Congress of 
a Medal of Honor to the unknown American who died in the Armed 
Forces of the United States during the hostilities in Korea. 


EXPLANATION 


The act of August 3, 1956 (70 Stat. 1027) authorized the interment 
of an unknown American serviceman who lost his life while serving 
overseas during the Korean conflict. That act also provided for the 
burial with appropriate ceremonies on Memorial Day 1958 of the 
unknown American from the Korean hostilities in conjunction with 
the burial of the unknown American from World War II whose inter- 
ment was authorized by the act of June 24, 1946. The interment will 
be in the National Cemetery at Arlington, Va., near or beside the 
remains of the unknown American soldier of World War II. 

This bill is intended to authorize the award of the Congressional 
Medal of Honor to the unknown American of.the Korean hostilities 
as did the act of August 24, 1921, for the unknown soldier from Worl 
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War I and as did the act of March 9, 1948, for the unknown American 


of World War II. 
cost 


Enactment of this bill will result in no additional cost to the 
Government, 
DEPARTMENTAL RECOMMENDATION 


Printed below and hereby. made a part of this report is a letter 
from the Secretary of the Army dated March 25, 1957, recommending 
favorable consideration of the bill. 

Marcu 25, 1957, 
Hon. Cart VINson, 
Chairman, Committee on Armed Services, 
House of Representatives. 


Dear Mr. CHarrMAN: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to H. R. 1214, 85th Congress, a bill to authorize the President 
to award the Medal of Honor to the unknown American who lost his 
life while serving overseas in the Armed Forces of the United States 
during the Korean conflict. The Secretary of Defense has delegated 
to the Department of the Army the responsibility for expressing the 
views of the Department of Defense thereon. 

This bill would authorize and direct the President to award, in the 
name of the Congress, a Medal of Honor to the unknown American 
who lost his life while serving overseas in the Armed Forces of the 
United States during the Korean conflict, and who will lie buried in 
the Memorial Amphitheater of the National Cemetery at Arlington, 
Va., as authorized by the act of August 3, 1956, Public Law 975, 
84th Congress. 

The Department of the Army on behalf of the Department of 
Defense favors the above-mentioned bill. 

Enactment of H. R. 1214 will recognize the gallantry and intrepidity 
of those members of the Armed Forces of the United States who made 
the supreme sacrifice in the Korean conflict. This proposal is similar 
to the act approved August 24, 1921 (42 Stat. 191) which authorized 
the baotalrel of the Congressional Medal of Honor upon the unknown 
American who lost his life while serving overseas in the Armed Forces 
of the United States during World War I, and the act of March 9, 1948 
(62 Stat. 71), which authorized a similar award to the unknown Ameri- 
can — lost his life while serving in the Armed Forces during World 
War II. 

For the foregoing reasons the Department of the Army on behalf of 
the Department of Defense recommends that the bill be favorably 
considered. 

The enactment of this legislation will result in no additional cost 
to the Government. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Wivper M. Brucker, 
O Secretary of the Army. 
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AUTHORIZING THE RELINQUISHMENT OF CERTAIN 
RIGHTS OF THE UNITED STATES IN A TRACT OF LAND 
IN LOS ANGELES COUNTY, CALIF, 


Avaust 22, 1957.—Ordered to be printed 


Mr. Jackson, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H. R. 230] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 230) to require the Secretary of the Army to convey to the 
county of Los Angeles, Calif., all right,. title, and interest of the 
United States in and to certain portions of a tract of land heretofore 
conditionally conveyed to such county, having considered the same, 
report favorably thereon without amendment and recommend that 
the bill do pass. 

PURPOSE OF THE BILL 


The purpose of the bill is to require the Secretary of the Army to 
convey to the county of Los Angeles, Calif., all right, title, and interest 
of the United States in and to certain portions of a tract of land here- 
tofore conditionally conveyed to such county. This is one of a series 
of relinquishments of residual rights of the United States in portions of 
this property. 

BACKGROUND OF THE BILL 
Prior laws 

The act of Congress approved March 24, 1933 (48 Stat. 1297), as 
amended by the act of June 17, 1935 (49 Stat. 2082), authorized and 
directed the Secretary of War to convey to the county of Los Angeles, 
Calif., without cost, approximately 185 acres of land comprising the 
former Ross Field Military Reservation in Arcadia, Los Angeles 
County, ‘‘to be used for public park, playground, and recreation pur- 
poses only, on condition that should the land not be used for such 
purposes, it shall revert to the United States.” The property was 
conveyed to the county by deed executed by the Secretary of War on 
July 29, 1935. 
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The act of July 1, 1944 (58 Stat. 675) authorized and directed the 
Secretary of War to convey, relinquish, and release to the county of 
Los Angeles, all the right, title, and interest of the United States in 
lot 4 of tract No. 2409 which was included in the above-mentioned 
conveyance to the city of Los Angeles. The act of Congress approved 
October 5, 1949 (63 Stat. 701), similarly provided for the release of 
the north 10 feet of lot 4, tract 949, from the above-mentioned condi- 
tion in order to permit its use for a sidewalk. 


20-foot strip 


Enactment of H. R. 230 would provide for the release of a 20-foot 


strip of tract 2409 to permit its use for the widening of Huntington 
Place. 


Surplus status of land 


The land comprising the former Ross Field Military Reservation 
was determined over 20 years ago to be surplus to the needs of the 
Federal Government and conveyed without provision for further mili- 
tary use. As indicated above, H. R. 230 is the latest request for a 

artial relinquishment of the condition requiring use of the property 
or public park, playground and recreational purposes. 


FISCAL AND DEPARTMENTAL DATA 


Enactment into law of this measure will not involve the expenditure 
of any Federal funds. 

The Department of the Army on behalf of the Department of 
Defense and the Bureau of the Budget has no objection to this measure 
as is evidenced by letter dated June 4, 1957, from Secretary of the 
Army Wilber M. Brucker, which is set out below and made a part of 
this report. 


JUNE 4, 1957. 
Hon. Cart VINson, 
Chairman, Committee on Armed Services, 
House of Representatives. 


Dear Mr. CuHarrmMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to H. R. 230, 85th Congress, a bill to require the Secretary of 
the Army to convey to the county of Los Angeles, Calif., all right, 
title, and interest of the United States in and to certain portions of a 
tract of land heretofore conditionally conveyed to such county. The 
Secretary of Defense has delegated to the Department of the Army 
the responsibility for expressing the views of the Department of 
Defense thereon. 

The purpose of the bill is indicated in its title. 

The Department of the Army on behalf of the Department of 
Defense interposes no objection to the enactment of the above- 
mentioned bill, but recommends that it be amended in. the manner 
set forth in this report. 

The act of Congress approved March 24, 1933 (48 Stat. 1297), as 
amended by the act of June 17, 1935 (49 Stat. 2082), authorized and 
directed the Secretary of War to convey to the county of Los Angeles, 
Calif., without cost, approximately 185 acres of land comprising the 
former Ross Field Military Reservation in Arcadia, Los Angeles 
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County, ‘“‘to be used for public park, playground, and. recreation 
purposes only, on condition that should the land not be used for such 
purposes, it shall revert to the United States.”' The property was 
conveyed to the county by deed executed by the Secretary of War on 
July 29, 1935. 

The act of July 1, 1944 (58 Stat. 675), authorized and directed the 
Secretary of War to convey, relinquish, and release to the county of 
Los Angeles, all the right, title, and interest of the United States in 
lot 4 of tract No. 2409 which was included in the above-mentioned 
conveyance to the city of Los Angeles. The act of Congress approved 
October 5, 1949 (63 Stat. 701), similarly provided for the release ‘of 
the north 10 feet of lot 4, tract 949, from the above-mentioned con- 
dition in order to permit its use for a sidewalk. Enactment of H: R. 
230 would provide for the release of a 20-foot strip of tract 2409 to 
permit its use for the widening of Huntington Place 

The land comprising the former Ross Field Military Reservation 
was determined over 20 years ago to be surplus to the needs of the 
Federal Government and conveyed without provision’ for further 
military use. As indicated above, H. R. 230 is the latest request for 
a partial relinquishment of the condition requiring use of the property 
for public park, playground, and recreations] purposes. Since there 
is no future military need for this property it appears desirable to 
amend H. R. 230 to permit the relinquishment of all conditions over 
the entire tract lok thereby avoid piecemeal enactments. [t- is 
accordingly recommended that the bill be amended to authorize the 
Secretary of the Army to relinquish to the county of Los Angeles, 
Calif., the restrictions of use imposed by the act of March 24,' 1933, as 
amended. 

Enactment of this measure will not involve the expenditure of any 
Department of Defense funds. 

This report has been coordinated within the Department of Defense 
in accordance with precedence prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection ‘to the 
submission of this report. 

Sincerely yours, 
Witser M. Brucker, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, there is herewith printed in parallel columns the 
text of the provisions of existing law which would be amended or 
repealed by this legislation. 


23004°—58 8. Rept., 85-1, vol. 4——40 
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EXISTING LAW 
(48 Stat. 1297) 


Whereas on or about the 22d 
day of August 1921, the county 
of Los Angeles, State of California, 
conveyed to the United States of 
America the hereinafter-described 
tract of land for the use of the War 
or Navy Department; and 

Whereas the county of Los 
Angeles, in the State of California, 
purchased said property for the 
purpose of making said convey- 
ance at a total sum of $148,655, of 
which amount the United States 
of America contributed $55,655 
and the county of Los Angeles 
contributed the sum of $93,000; 


and 

Whereas the United States of 
America has ceased to use said 
property, or any part thereof, for 
military, or naval, or other pur- 
poses, and the same is now and for 
some time has been idle: There- 
fore 

Be it enacted by the Senate and 
House of Representatives of the 
United States of America in Con- 
gress assembled, That the Secretary 
of War be, and he is hereby, 
authorized and directed to convey 
to the county of Los Angeles the 
hereinafter-described land, exclu- 
sive of such structures thereon 
which may be designated by the 
Secretary of War for retention by 
the War Department with a view 
to their eventual removal from the 
premises, to be used for public 
park, playground, and recreation 
purposes only, on condition that 
should the land not be used for 
that purpose it shall revert to the 
United States: Provided, however, 
That the county of Los Angeles, 
State of California, pay to the 
United States of America the sum 
of $55,655, the amount originally 
paid by the Government on the 
purchase price of said property, 
which property is particularly 
described as follows: 





IN LOS ANGELES CO., CALIF, 


THE BILL 


That the Secretary of the Army 
shall convey to the county of Los 
Angeles, California, all right, title, 
and interest of the United States 
in and to the land described in 
section 2 of this Act. 

Sec. 2. The land referred to in 
the first section of this Act consti- 
tutes portions of the tract of land 
heretofore conditionally conveyed 
to the county of Los Angeles, 
California, under the provisions of 
the Act entitled ‘‘An Act to con- 
vey certain land in the county of 
Los Angeles, State of California”, 
approved March 24, 1933 (48 Stat. 
1297; Private Law 5, Seventy- 
third Congress), as amended b 
Private Law 89, Seventhdousth 
Congress, approved June 17, 1935 
(49 Stat. 2082), and is more par- 
ticularly described as follows: 

Parcel A: The southerly 20 feet 
of lots 5 and 6, tract numbered 
2409, as shown on map recorded 
in book 23, page 23 of maps, in the 
office of the recorder of the county 
of Los Angeles. 

Parcel B: That portion of lot 3, 
above-mentioned tract, which lies 
southerly of a line parallel with 
and 20 feet northerly, measured 
at right angles, from the southerly 
line of such lot. 
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EXISTING LAW 


All those certain lots, pieces, or 
arcels of land, together with all 
buildings thereon, situate, lying, 
and being in the city of Arcadia, 
county of Los Angeles, and State 
of California, and particularly de- 
scribed as follows, to wit: Lot 4 of 
tract numbered 949 as delineated 
upon the map of said tract re- 
corded in book 17 of maps, at 
page 13, records of Los Angeles 
County, and lots 3, 4, 5, and 6 of 
tract numbered 2409 as delineated 
upon the map of said tract, re- 
corded in book 23 of maps, at 
page 23, records of Los Angeles 
County. The land intended to be 
conveyed by this deed is bounded 
on the north by Falling Leaf 
Avenue, on the east of Santa 
Anita Avenue, on the south by 
Huntington Drive and by land 
now owned by Clara Baldwin 
Stocker, and on the west by the 
rights-of-way of Pacific Electric 
Railroad Company and Southern 
Pacific Railroad Company, and 
being all of the land claimed or 
owned by the grantor within the 
exterior bounds of Arcadia balloon 
field. 

Sec. 2. That the amount re- 
ceived from the county of Los 
Angeles, State of California, for 
the land above described shall be 
deposited in the Treasury of the 
United States as miscellaneous 
receipts. 

Approved, March 24, 1933. 


(49 Stat. 2082) 


Be it enacted by the Senate and 
House of Representatives of the 
United States of America in Con- 
gress assembled, That Private Act 
Numbered 5, Seventy-third Con- 
gress, approved March 24, 1933, 
is amended to read as follows: 

That the Secretary of War be, 
and he is hereby, authorized and 
directed to convey to the county 


THE BILL 
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EXISTING LAW THE BILL 


of Los Angeles, State of California, 
without cost, the hereinafter-de- 
scribed land, to be used for public 
park, playground, and recreation 
purposes only, on condition that 
should the land not be used for 
such purposes it shall revert to 
the United States: 

‘“‘All those certain lots, pieces, 
or parcels of land, together with 
all buildings thereon, situate, ly- 
ing, and being in the city of Ar- 
cadia, county of Los Angeles, and 
State of California, and particu- | 
larly described as follows, to wit: 
Lot 4 of the tract numbered 949 
as delineated upon the map of said 
tract recorded in book 17 of maps, 
at page 13, records of Los Angeles 
County, and lots 3, 4, 5, and 6 of 
tract numbered 2409 as delineated 
upon the map of said tract, re- 
corded in book 23 of maps, at 
page 23, records of Los Angeles 
County. The land intended to be 
conveyed by this deed is bounded 
on the north by Falling Leaf 
Avenue, on the east of Santa 
Anita Avenue, on the south by 
Huntington Drive and by land 
now owned by Clara Baldwin 
Stocker, and on the west by the 
rights-of-way of Pacific Electric 
Railroad Company and Southern 
Pacific Railroad Company, and 
being all of the land claimed or 
owned by the grantor within the 
exterior bounds of Arcadia balloon 
field.” 

Approved, June 17, 1935. 


O 
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AMENDING AN ACT AUTHORIZING THE CONVEYANCE 
OF A PORTION OF FORT SCHUYLER, N. Y., TO THE 
STATE OF NEW YORK 





Avueust 22 1957.—Ordered to be printed 





Mr. Stonnis, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H. R. 4609] 


The Committee on Armed Services, to whom was referred the bil 
(H. R. 4609) to further amend the act entitled “An Act to authorize 
the conveyance of a portion of the United States military reservation 
at Fort Schuyler, New York, to the State of New York for use as a 
maritime school, and for other purposes”, approved September 5, 
1950, as amended, having considered the same, report favorably 
thereon without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill, simply stated, is to remove certain wartime 
recapture rights and to change certain restrictions contained in the 
original legislation pertaining to the transfer of a portion of Fort 
Schuyler Military Reservation to the State of New York as they 
would apply to the proposed Throgg’s Neck Bridge. In other words, 
if enacted, this bill will direct the Secretary of the Army to relinquish 
restrictions on use and to modify reserved rights of reentry in a portion 
of the former Fort Schuyler Military Reservation, part of which was 
conveyed to the State of New York pursuant to the act of September 
5, 1950, as amended (64 Stat. 591; 66 Stat. 727). This is new 
legislation. 

Effect of the bill 

In addition to the general purpose of the bill as set out above, H. R. 
4609 would further amend the act of September 5, 1950 by (1) adding 
to the property authorized for conveyance “docks, piers and other 
appurtenances’’; (2) provide that the construction, operation, mainte- 
nance, and reconstruction of a bridge, between the Borough of the 


86006 











2 CONVEY PORTION OF FORT SCHUYLER TO NEW YORK 


Bronx and the Borough of Queens over all or any part of the structures 
or lands conveyed shall not constitute a breach of the conditions 
requiring that (a) the old fort be maintained as an historic monument 
and (6) the remaining area conveyed be used as a maritime school; 
(3) grant to the State an easement for a bridge if the property reverts 
to the ownership of the United States; and (4) saevals that the right 
of reentry and use during a war or national emergency shall not 


include that portion of the property 


on, over, or across which the bridge * * * shall be located or 
to such bridge or to any structures or improvements used or 
useful in connection therewith. 


BACKGROUND OF THE BILL 


The Fort Schuyler Military Reservation was established at Throgg’s 
Neck in what is now the county of the Bronx, N. Y., in 1826, with the 
acquisition of approximately 52 acres of land for the sum of $15,000 
in connection with the harbor defenses of eastern New York. Inci- 
dental rights-of-way were acquired in 1837 at a cost of $2,000. In 
1880, title to and jurisdiction over lands under water were granted and 
conveyed to the United States by patent from the State of New York. 
Under authority of the act of August 19, 1937 (50 Stat. 696), the 
property was leased to the State of New York for use as a maritime 
school for 25 years beginning January 1, 1938, with a right of renewal 
for an additional 25 years, reserving to the United States the right to 
reoccupy the premises during an emergency. 


Conveyance to New York 


The act of September 5, 1950 (64 Stat. 591), authorized the con- 
veyance of approximately 26 acres of Fort Schuyler together with 
improvements to the State of New York for continued use as a mari- 
time school and an historical monument. The act provided for the 
conveyance to be subject to the right of reentry and use during a 
period of war or national emergency. The act of July 16, 1952 (66 
Stat. 727), amended the 1950 law so as to authorize the Secretary of 
the Army to include in the conveyance a narrow strip of submerged 
land in order to facilitate the State’s use of docks extending into the 
underwater area. The amendment also made certain the right of the 
United States to utilize the property during an emergency, includ- 
ing the one in existence at the time of enactment, and clarified the 
obligations of the United States in connection with its use of the 
property during a period of war or national emergency. 


Transfer to Navy 

The remaining 26 acres of Fort Schuyler were transferred in 1956 
to the Department of the Navy, which had been using the property 
since 1942. The deed of conveyance to the State of New York, of 
approximately 26 acres at Fort Schuyler together with all improve- 
ments and appurtenances, subject to the restrictions and limitations 
of the act of September 5, 1950, as amended, was delivered to the 
State on February 20, 1957. 


Proposed bridge 


As part of the general plan for traffic control in the metropolitan 
New York area, the city of New York plans the construction of an 
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additional bridge to link the Borough of Queens with the Borough of 
the Bronx, with one portion of the supports to be erected on a portion 
of Fort Schuyler, with the bridge proper passing over other parts of 
the installation. 


DEPARTMENT OF DEFENSE POSITION 


The committee was informed that the Department of Defense 
recognizes that the bridge will be in the public interest and could well 
in time of war or emergency perform an important defense function. 


DEPARTMENT OF INTERIOR 


As indicated above, a portion of the installation is now used as an 
historical monument. The Secretary of the Interior has the respon- 
sibility for the transfer of surplus property which he determines to be 
suitable and desirable for use as an historical monument under the 
authority of section 13 (h) of the Surplus Property Act of 1944, as 
amended (58 Stat. 765; 62 Stat. 350), as continued in effect by the 
Federal Property and Administrative Services Act of 1949 (63 Stat. 
377,399). This property, having already been conveyed to the State, 
would not appear to be affected by that law. 


GENERAL BRIDGE ACT OF 1946 


The committee wishes to point out that this bill will provide 
no authority for deviation from the General Bridge Act of 1946 
(79 Stat. 847). 

FISCAL DATA 


Enactment into law of this measure will not involve the expenditure 
of any Federal funds. 


DEPARTMENTAL DATA 


Neither the Department of the Army, on behalf of the Department 
of Defense, nor the Bureau of the Budget has any objection to this 
measure as is evidenced by the letter, dated June 17, 1957, from 
Secretary of the Army Wilber M. Brucker which is set out below and 
made a part of this report. Responsibility for action on this bill was 
peed in the Department of the Navy prior to House action on the 

ill. The Navy Department indicates no objection to the bill as 
introduced or as amended, 


DEPARTMENT OF THE ARMY, 
Washington, D. C., June 17, 1957. 
Hon. Cart Vinson, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. CuarrMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to H. R. 4609, 85th Congress, a bill to further amend the act 
entitled “An act to authorize the conveyance of a portion of the 
United States military reservation at Fort Schuyler, N. Y., to the 
State of New York for use as a maritime school, and for other pur- 
poses,”’ approved September 5, 1950, as amended. The Secretary of 
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Defense has delegated to the Department of the Army the responsi- 
bility for expressing the views of the Department of Defense thereon, 

The purpose of the bill is to authorize and direct the Secretary of 
the Army to relinquish restrictions on use and modify reserved 
rights of reentry in an undefined part of the former Fort Schuyler 
Military Reserv ation, a portion of which was conveyed to the State 
of New York pursuant to the act of September 5, 1950, as amended 
(64 Stat. 591; 66 Stat. 727). The bill would further amend the act 
of September 5, 1950 by (1) adding to the property authorized for 
conveyance “‘docks, piers and other appurtenances”; (2) provide that 
the construction, operation, maintenance, and reconstruction of a 
bridge, between the Borough of the Bronx and the Borough of Queens 
over all or any part of the structures or lands conveyed shall not con- 
stitute a breach of the conditions requiring that (a) the old fort be 
maintained as an historic monument and (6) the remaining area con- 
veyed be used as a maritime school; (3) grant to the State an ease- 
ment for a bridge if the property reverts to the ownership of the 
United States; and (4) provide that the right of reentry and use 
during a war or hatenaial emergency shall not include that portion 
of the property “on, over, or across which the bridge * * * shall be 
located or to such bridge or to any structures or improvements used 
or useful in connection therewith.” 

The Department of the Army, on behalf of the Department of 
Defense, will interpose no objection to this measure if it is amended 
in the manner set forth in this report. 

The Fort Schuyler Military Reservation was established at Throggs 
Neck, in what is now the county of the Bronx, N. Y., in 1826, with the 
acquisition of approximately 52 acres of land for the sum of $15,000 
in connection with the harbor defenses of eastern New York. Inci- 
dental rights-of-way were acquired in 1837 at a cost of $2,000. In 
1880 title to and jurisdiction over lands under water were granted 
and conveyed to the United States by patent from the State of New 
York. Under authority of the act of August 19, 1937 (50 Stat. 696), 
the property was leased to the State of New York for use as a maritime 
school for 25 years beginning January 1, 1938, with a right of reaewal 
for an additional 25 years, reserving to the United States the right 
to reoccupy the premises during an emergency. 

The act of September 5, 1950 (64 Stat. 591), authorized the con- 
veyance of approximately 26 acres of Fort Schuyler, together with 
improvements, to the State of New York for continued use as a mari- 
time school and an historical monument, The act provided for the 
conveyance to be subject to the right of reentry and use during a 
period of war or national emergency. The act of July 16, 1952 
(66 Stat. 727), amended the 1950 law so as to authorize the Secretary 
of the Army to include in the conveyance a narrow strip of submerged 
land in order to facilitate the State’s use of docks extending into the 
underwater area. The amendment also made certain the right of 
the United States to utilize the property during any emergency, 
including the one in existence at the time of enactment, and clarified 
the obligations of the United States in connection with its use of the 
property during a period of war or national emergencv 

The remaining 26 acres of Fort Schuyler were transferred in 1956 
to the Department of the Navy, which had been using the property 
since 1942. The deed of conveyance to the State of New York, of 
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approximately 26 acres at Fort Schuyler together with all improve- 
ments and appurtenances, subject to the restrictions and limitations 
of the act of September 5, 1950, as amended, was delivered to the 
State on February 20, 1957. 

As part of the general plan for traffic control in the metropolitan 
New York area, the city of New York plans the construction of an 
additional bridge to link the Borough of Queens with the Borough of 
the Bronx, with one portion of the supports to be erected on an 
unidentified portion of Fort Schuyler, with the bridge proper passing 
over other parts of the installation. However, design and plans for 
construction are not firm. The bill as drawn is so broad that it would 
be possible for the State to utilize the entire area for bridge purposes, 
thereby defeating the express purpose of the conditions under which 
transfer of the property without payment of monetary consideration 
was authorized. Since the bill affects the maintenance of an historic 
monument and of an educational institution, the committee’ may 
desire to obtain the views of the Secretary of the Interior who has the 
responsibility for the transfer of surplus property he determines to 
be suitable and desirable for use as an historic monument, under the 
authority of section 13 (h) of the Surplus Property Act of 1944, as 
amended (58 Stat. 765; 62 Stat. 350), as continued in effect by the 
Federal Property and Administrative Services Act of 1949 (63 Stat. 
377, 399), and of the Secretary of Health, Education, and Welfare 
who has similar responsibilities with respect to educational institutions. 

Recognizing that the bridge will be in the public interest, the 
Department of Defense has no desire to impede planning and financing 
that may depend upon a firm route for the bridge. It is, therefore, 
recommended that the bill be amended to authorize the Secretary of 
the Navy, as head of the military department concerned, with the 
remainder of Fort Schuyler, to authorize construction and maintenance 
of a bridge across Fort Schuyler, subject to compliance with the 
General Bridge Act of 1946 (79 Stat. 847), if the Secretary of the 
Interior determines that the construction will not interfere with the 
maintenance of the old fort area as an historic site and the Secretary 
of Defense determines that it will not adversely affect the possible 
future use of the property for military, naval, or air purposes during 
any period of war or national emergency. 

There is enclosed a substitute draft bill that will permit accomplish- 
ment of the objectives of H. R. 4609, while safeguarding the residual 
interests of the United States. If, however, the committee does not 
favor granting such authority at this time, it is recommended that 
action be deferred until the Triborough Bridge and Tunnel Authority 
can submit a metes and bounds description of the portion of Fort 
Schuyler that would be affected, in order to determine all implications 
of construction. 

Enactment of this measure will have no apparent effect on the budg- 
etary requirements of the Department of Defense. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
Witser M. Brucker, 
Secretary of the Army. 
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A BILL To authorize the Secretary of the Navy to modify and release 
certain conditions and limitations on the use of a portion of the part of 
Fort Schuyler Military Reservation heretofore conveyed to the State 
of New York 


Be it enacted by the Senate and House of Representatives of 
the United States of America in Congress assembled, That the 
Secretary of the Navy, subject to the conditions hereinafter 
set forth, is authorized to modify by appropriate written 
instrument the conditions, limitations, and reservations in 
the deed executed by the Secretary of the Army on September 
28, 1956, pursuant to the Act of Congress approved Septem- 
ber 5, 1950, as amended (64 Stat. 591; 66 Stat. 727), in order 
to permit a portion of the property so conveyed to the People 
of the State of New York to be used for or in connection with 
the construction, operation, maintenance, or reconstruction 
of a bridge between the Borough of the Bronx and the 
Borough of Queens, New York, and to exclude such bridge, 
and lands deemed necessary for its construction, operation, 
maintenance, or reconstruction, from the area or areas that 
would either revert to the United States in the event of 
breach of conditions of the conveyance or be available for 
reentry and use by the United States during a war or national 
emergency: Provided, That the Secretary of the Interior 
determines that the location and construction of the bridge 
will not interfere with the maintenance of the old fort area 
of Fort Schuyler as a historic monument and the Secretary 
of Defense determines that the construction, operation, and 
maintenance of the bridge will not adversely affect the pos- 
sible future use of the property for military, naval, or air 
purposes of the United States during a period of war or 
national emergency. 

Src. 2. Nothing contained in this Act, or the instrument 
to be executed by the Secretary of the Navy, shall be con- 
strued to modify or waive any of the requirements of the 
General Bridge Act of 1946 (79 Stat. 847). 

Ssc. 3. The cost of any surveys necessary as an incident 
to the modification and release authorized by this Act shall 
be borne by the State of New York. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing Rules 
of the Senate, there is printed herewith in parallel columns the text of 
provisions of existing law which would be repealed or amended by 


the various provisions of the bill. 
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[Pustic Law 755—81st 
CoNnGREss] 


[CuapteR 850—2p Szssion] 


(H. R. 210) 


AN ACT To authorize the conveyance 
of a portion of the United States mili- 
tary reservation at Fort Schuyler, 
New York, to the State of New York 
for use as a maritime school, and for 
other purposes 


Be it enacted by the Senate and 
House of Representatives of the 
United States of America in Con- 
gress assembled, That the Secre- 
tary of the Army is authorized to 
convey to the State of New York 
all that portion of the United 
States Military Reservation at 
Fort Schuyler, New York, to- 
gether with all improvements 
thereon, lying easterly of a line 
commencing at a point (latitude 
forty degrees forty-eight minutes 
twenty-three seconds; longitude 
seventy-three degrees forty-seven 
minutes fifty-two seconds) fixed 
on the south sea wall which is 
approximately twenty-five and 
five-tenths feet westerly from an 
angle in said sea wall and thence 
running in a northeasterly direc- 
tion five hundred and ninety-two 
and five-tenths feet, more or less, 
to a point on the north sea wall 
which is approximately one hun- 
dred and ninety-six and_five- 
tenths feet westerly from an angle 
in the north sea wall, said line 
being the easterly edge of a con- 
crete curb for an eighteen-foot 
concrete road running in a north- 
easterly and southwesterly direc- 
tion, together with such ease- 
ments for highway or other pur- 
poses, over that portion of such 
reservation which is not herein 
authorized to be conveyed to the 
State of New York, as may be 
necessary for the proper use and 
enjoyment of the portion so con- 
veyed and as may be determined 
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Be it enacted by the Senate and 
House of Representatives of the 
United States of America in Con- 
gress assembled, That the first 
section of the Act entitled “An 
Act to authorize the conveyance 
of a portion of the United States 
military reservation at Fort 
Schuyler, New York, to the State 
of New York for use as a maritime 
school, and for other purposes”’, 
approved September 5, 1950 (Pub- 
lic Law 755, Eighty-first Con- 
gress), as amended July 16, 1952 
(Public Law 559, Eighty-second 
Congress), is hereby amended to 
read as follows: “That the Secre- 
tary of the Army is authorized to 
convey to the people of the State 
of New York all that portion of the 
United States military reservation 
at Fort Schuyler, in the borough 
and county of Bronx in the city of 
New York, State of New York, 
together with all improvements 
thereon, bounded and described 
as follows, to wit: Commencing 
at a point (latitude 40 degrees 48 
minutes 23 seconds north; longi- 
tude 73 degrees 47 minutes 52 
seconds west) fixed on the south 
sea wall which is approximately 
25.5 feet westerly from an angle 
in said sea wall and running thence 
in a northeasterly direction 592.5 
feet, more or less, to a point on the 
north sea wall which is approxi- 
mately 196.5 feet westerly from 
an angle in the north sea wall 
(said line running along the east- 
erly edge of a concrete curb for an 
18-foot concrete road running in a 
northeasterly and southwesterly 
direction); thence continuing in 
the same course to the point where 
said line intersects the northerly 
exterior line of a grant of lands 
under water made by the State of 
New York to the United States of 
America by letters patent dated 
May 26, 1880, and recorded in 
the office of the secretary of 
state of the State of New York in 
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by agreement between the Secre- 

tary of the Navy and the appro- 
riate officials of the State of New 
ork. 

Sec. 2. Such conveyance shall 
contain the express provision that 
if the State of New York shall fail 
to maintain so much of the mili- 
tary structures and appurtenances 
presently erected, which formerly 
constituted the old fort, as a his- 
torical monument reasonably 
available to the public, and if the 
State of New York shall at any 
time cease to use the property so 
conveyed as a maritime school, 
devoted exclusively to purposes of 
nautical education, title thereto 
shall revert to the United States. 

Sec. 3. Such conveyance shall 
contain the further provision that 
whenever the Congress of the 
United States shall declare a state 
of war or other national emergency 
to exist, upon determination by 
the Secretary of the Army or the 
Secretary of the Navy that the 
property so conveyed is useful or 
necessary for military or naval 
purposes or in the interest of 
national defense, the United States 
shall have the right to reenter 
upon such property and use the 
same or any part thereof for the 
duration of such state of war or 
other national emergency. 

Sec. 4. The conveyance herein 
authorized shall not be executed 
by the Secretary of the Army until 
the State of New York shall have 
relinquished to the United States 
of America in a manner satisfac- 
tory to the Secretary of the Navy, 
all right, title, or interest that it 
may have pursuant to any lease 
or otherwise in that portion of 
Fort Schuyler Military Reserva- 
tion which is not herein expressly 
authorized to be conveyed to said 
State. 

Sec. 5. All rights and privileges 
granted to the United States Coast 
Guard by the War Department on 
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book 44 of patents at page 604; 
thence running easterly, southerly, 
and westerly along the exterior 
northerly, easterly, and southerly 
line of said grant to @ point in the 
exterior southerly line thereof 
which is in range with the course 
first above described; thence run- 
ning in a northeasterly direction 
to the point and place of begin- 
ning, intending to include within 
said bounds a portion of the 
uplands which were conveyed by 
William Bayard, Junior, and 
Charles Henry Hammond to the 
United States of America by deed 
dated July 26, 1826, and recorded 
in the office of the clerk of the 
county of Westchester, New York, 
on November 30, 1826, in liber 28 
of deeds at page 225, and by 
Charles H. Hammond and Thomas 
Bolton, one of the masters in 
chancery of the State of New 
York, to the United States of 
America by deed dated August 
25, 1828, and recorded in the office 
of the clerk of the county of West- 
chester, New York, on December 
11, 1828, in liber 33 of deeds at 
page 296, together with a portion 
of contiguous lands under water 
which were granted by the State 
of New York to the United States 
of America by letters patent dated 
May 26, 1880, and recorded in the 
office of the secretary of state of 
the State of New York in book 44 
of patents at page 604; together 
with docks, piers, and other ap- 
purtenances; together with such 
easements for highway or other 
purposes, over that portion of such 
reservation which is not herein 
authorized to be conveyed to the 
people of the State of New York, 
as may be necessary for the proper 
use and enjoyment of the portion 
so conveyed as may be deter- 
mined by agreement between the 
Secretary of the Navy and the 
feo officials of the State 
of New York.” 
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April 18, 1933, and renewed by the 
Secretary of the Army for a further 
five-year period on June 29, 1948, 
in connection with the site of 
Throgs Neck Coast Guard Light 
Station, and the operatior thereof; 
will be preserved to the United 
States Coast Guard until such time 
as the Secretary of the Treasury 
determines that the operation of 
Throgs Neck Coast Guard Light 
Station will at no time be neces- 


sary. 
Approved September 5, 1950. 


[Pustic Law 559—82p 
ConcRrEss] 


[(CHapreR 884—2p Szssion] 


[H. R. 4021) 


AN ACT To amend the Act entitled 
“An Act to authorize the conveyance 
of a portion of the United States mili- 
tary reservation at Fort Schuyler, 
New York, to. the State of New York 
for use as a maritime school, and for 
other purposes’’, approved September 
5, 1950 


Be it enacted by the Senate and 
House of Representatives of the 
United States of America in Con- 
gress assembled, That the first 
section of the Act entitled “An 
Act to authorize the conveyance 
of a portion of the United States 
military reservation at Fort 
Schuyler, New York, to the State 
of New York for use as a maritime 
school, and for other purposes’’, 
approved September 5, 1950 (Pub- 
lic Law 755, Eighty-first Con- 
gress), is hereby amended to read 
as follows: ‘“That the Secretary of 
the Army is authorized to convey 
to the people of the State of New 
York all that portion of the United 
States Military Reservation at 
Fort Schuyler, in the borough and 
county of Bronx in the city of 
New York, State of New York, 
together with all improvements 
thereon, bounded and described as 
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Szc. 2. Section 2) of the Act is 
amended to read as follows: 

“Sec, 2. Such conveyance. shall 
contain the express’ provision, that 
if the State of New York shall, fail 
to maintain so much of the mili- 
tary structures and appurtenances 
presently erected, which formerly 
constituted the old fort, as a ‘his- 
torical monument reasonably 
available to the public, and if the 
State of New York shall at. any 
time cease to use the property so 
conveyed as a maritime school, 


devoted exclusively to purposes of 
nautical education, title thereto 
shall revert to the United States: 
Provided, however, That the .con- 
struction, operation, maintenance; 
and reconstruction of a bridge by 
the State of New York or pursuant 
to the laws of said State between 
the Borough of the Bronx and the 
Borough of Queens in the city of 
New York, located on, over, or 
across said military structures and 
appurtenances or on, over; or 
across all or any part of the lands 
described in section 1 of this Act 
shall not constitute a breach of 
condition or any ground for rever- 
sion to the United States of the 
title to said lands. Such convey- 
ance shall also provide that in the 
event that title to said lands shall 
revert to the United States, the 
State of New York or any public 
corporation, authorized pursuant 
to the laws of said State to con- 
struct, operate, maintain, or re- 
construct such bridge, shall have 
and is granted an easement in 
perpetuity to construct, operate, 
maintain, and reconstruct such 
bridge on, over, and across said 
military structures and appurte- 
nances and on, over, or across said 
lands.” 

Sec. 3. Section 3 of the Act is 
amended to read as follows: 

“Sec. 3. Such conveyance shall 
contain the further provision that 
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follows, to wit: Commencing at 
a point (latitude forty degrees 
forty-eight minutes twenty-three 
seconds north; longitude seventy- 
three degrees forty-seven minutes 
fifty-two seconds west) fixed on 
the south sea wall which is ap- 
proximately twenty-five and five- 
tenths feet westerly from an angle 
in said sea wall and running 
thence in a northeasterly direction 
five hundred ninety-two and five- 
tenths feet, more or less, to a point 
on the north sea wall which is ap- 
proximately one hundred ninety- 
six and five-tenths feet westerly 
from an angle in the north sea 
wall (said line running along the 
easterly edge of a concrete curb 
for an eighteen-foot concrete road 
running in a northeasterly and 
southwesterly direction); thence 
continuing in the same course to 
the point where said line inter- 
sects the northerly exterior line of 
a grant of lands under water made 
by the State of New York to the 
United States of America by 
Letters Patent dated May 26, 
1880, and recorded in the office of 
the secretary of state of the State 
of New York in Book 44 of Patents 
at page 604; thence running east- 
erly, southerly, and westerly along 
the exterior northerly, easterly, 
and southerly line of said grant 
to a point in the exterior southerly 
line thereof which is in range with 
the course first above described; 
thence running in a northeasterly 
direction to the point and place of 
beginning, intending to include 
within said bounds a portion of 
the uplands which were conveyed 
by William Bayard, Junior, and 
Charles Henrv Hammond to the 
United States of America bv deed 
dated Julv 26, 1826, and recorded 
in the office of the clerk of the 
county of Westchester, New York, 
on November 30, 1826, in Liber 28 
of Deeds at page 225, and bv 
Charles H. Hammond and Thomas 
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during any emergency declared by 
the President or the Congress of 
the United States in existence at 
the time of enactment of this Act, 
or whenever the President or the 
Congress of the United States de- 
clares a state of war or other 
national emergency, and upon the 
determination by the Secretary of 
the Army, the Secretary of the 
Navy or the Secretary of the Air 
Force that the property so con- 
veyed is useful for military, air, 
or naval purposes or in the inter- 
est of national defense, the United 
States shall have the right, with- 
out charge, except as indicated 
below, to the full unrestricted pos- 
session, control, and. use of the 
property conveyed, or any part 
thereof, including any additions 
or improvements thereto made by 
the State subsequent to this con- 
veyance: Provided, however, That 
the United States shall be respon- 
sible during the period of such 
use for the entire cost of main- 
taining all of the property so used, 
and shall pay a fair rental for the 
use of any structures or other 
improvements which have been 
added thereto without Federal 
aid: And provided further, That 
such right to possession, control, 
or use shall not apply to that por- 
tion of the property dessribed in 
section 1 of this Act on, over, or 
across which the bridge referred 
to in section 2 of this Act shall 
be located or to such bridge or to 
any structures or improvements 
used or useful in connection there- 
with and with respect thereto the 
United States shall have onl 
such right as it may have wit 
respect to other property not 
owned by the United States.” 
Sec. 4. The Act is amended by 
adding thereto a new section, 
numbered 6, reading as follows: 
“Src. 6. The Secretary of the 
Army is hereby authorized and 
directed to incorporate the fore- 
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Bolton, one of the masters in 
chancery of the State of New 
York, to the United States of 
America, by deed dated August 
25, 1828, and recorded in the office 
of the clerk of the county of West- 
chester, New York, on December 
11, 1828, in Liber 33 of Deeds at 
page 296, together with a portion 
of contiguous lands under water 
which were granted by the State 
of New York to the United States 
of America by Letters Patent 
dated May 26, 1880, and recorded 
in the office of the secretary of 
state of the State of New York in 
Book 44 of Patents at page 604; 
together with such easements for 
highway or other purposes, over 
that portion of such reservation 
which is not herein authorized to 
be conveyed to the people of the 
State of New York, as may be 
necessary for the proper use and 
enjoyment of the portion so con- 
veyed as may be determined by 
agreement between the Secretary 
of the Navy and the appropriate 
officials of the State of New York.” 
Src. 2. Section 3 of the Act is 
amended to read as follows: 
“Such conveyance shall contain 
the further provision that during 
any emergency declared by the 
President or the Congress of the 
United States in existence at the 
time of enactment of this Act, or 
whenever the President or the 
Congress of the United States 
declares a state of war or other 
national emergency, and upon the 
determination by the Secretary of 
the Army, the Secretary of the 
Navy, or the Secretary of the 
Air Force that the property so 
conveyed is useful for military, 
air, or naval purposes or in the 
interest of national defense, the 
United States shall have the 
right, without charge, except as 
indicated below, to the full, un- 
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going provisions of this Act in any 
conveyance made by him or, if a 
conveyance has been made by him 
prior to the amendment of this 
Act, he shall make, execute, and 
deliver an appropriate written ‘in- 
strument amending such convey- 
ance to conform to the provisions 
of this Act.” 
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EXISTING, LAW THE BILL 


restricted ‘possession, control, and 
use of the property conveyed, or 
any part, thereof, including any 
additions or improvements nator 
made by the State subsequent. to 
this conveyance: Provided, how- 
ever, That the United States shall 
be. responsible during the period 
of such use for the entire cost of 
maintaining all of the property so 
used, and shall pay a fair rental 
for the use of any structures or 
other improvements which have 
been added thereto without Feder- 
al aid.” 
Approved July 16, 1952. 


O 
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AUTHORIZING CONVEYANCE OF CERTAIN PROPERTY 
AT BOSTON NECK, NARRAGANSETT, R. 1, TO THE 
STATE OF RHODE ISLAND 


Avuaust 22, 1957.—Ordered to be printed 


Mr. Stennis, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany §S, 628] 


The Committee on Armed Services, to whom was referred the bill 
(S. 628) to direct the Secretary of the Army to convey certain property 
located at Boston Neck, Narragansett, Washington County, R. f. to 
the State of Rhode Island, having considered the same, report favor- 
ably thereon with an amendment and recommend that the bill, as 
amended, do pass. 

The amendment is as follows: 

On page 3, beginning on line 4, after the words “Rhode Island,” 
strike out down through line 7, and insert in lieu thereof the following: 


for a period not to exceed the duration of such state of war 
or national emergency plus six months. Upon the termina- 
tion of such use the property shall revert to the State of Rhode 
Island, together with any or all improvements thereon and 
appurtenances appertaining thereto. 


EXPLANATION OF THE AMENDMENT 


The purpose of the amendment is to insure that after reentry, in a 
time of national emergency, the United States may relinquish the 
roperty at any time when its use is no longer required without waiting 
or the expiration of such national emergency. 


PURPOSE OF THE BILL 


The purpose of the bill is to direct the Secretary of the Army to 
convey certain property formerly designated as Fort Varnum located 
at Boston Neck, Narragansett, Washington County, R. I., to the 
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State of Rhode Island to be used for the training of the National 
Guard and for other military purposes. 


NECESSITY FOR THE LEGISLATION 


In the exercise of its constitutional power to regulate the disposal 
of Federal property, the Congress by general legislation has provided 
for maximum utilization of federally owned property and has pro- 
vided generally and specifically for disposal of surplus property. The 
principal statute on this subject is the Federal Property and Adminis- 
trative Services Act, Public Law 152, 81st Congress, as amended. 
Provisions have been made for transfers of surplus Government-owned 
property, both real and personal, to States, political subdivisions, and 
tax-supported or nonprofit institutions for health and educational 
purposes. Section 203 (k) of the Federal Property and Administra- 
tive Services Act, as amended, in effect authorizes these transfers 
without consideration by providing public benefit allowances of up to 
100 percent. Provisions are made for transfers, without compensa- 
tion to. the Government, of surplus realty for historic monument 
purposes (50 U.S.C. App. 1622h). States or political subdivisions are 
given a public benefit allowance of 50 percent of the fair falue with 
respect to transfers of surplus realty for park and recreational use 
(Public Law 616, 80th Cong). Statutory provisions are made for 
transfer without monetary consideration of surplus, Government- 
owned airport property to States or political subdivisions for public 
airport use (50 U.S. C. 1622). 

No general provision of law now in effect authorizes the transfer of 
surplus Government-owned real property to States for National 
Guard purposes. Nevertheless, the ceca has by separate law 
authorized many conveyances of federally owned realty to the various 
States to be used for National Guard purposes. With rare exceptions, 
these laws have provided that the transfers pursuant thereto would be 
subject to reservations of Federal use during national emergencies and 
were conditioned on automatic reversion in the event of nonuse for 
National Guard purposes. 

The National Guard of Rhode Island has a continuing requirement 
for the use of this property for National Guard purposes. Enactment 
of this measure will provide for the conveyance of the property to the 
State under terms and conditions which permit the use and develop- 
ment of the property for National Guard requirements and at the 
same time will protect the interests of the United States in the 
property. The bill conforms generally with similar legislation enacted 
in recent years with reference to other properties held by the Depart- 
ment of the Army primarily for the use of the National Guard of the 
several States. 


DESCRIPTION OF PROPERTY TO BE CONVEYED 


The 33.79 acres identified in section 1 of the bill comprise the 
military installation known as Fort Varnum which is located at 
Boston Neck approximately 30 miles south of Providence, R. I. The 
land, which has a frontage of 2,230 feet on the Atlantic Ocean, was 
acquired in 1942 at a cost of $29,750 to provide for the harbor defenses 
of Netragenseté Bay. The property was developed for military use 
by the construction of storage and troop housing facilities at a cost of 
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$232,435. When the installation was uo longer required for harbor 
defense purposes, it was found to be suitable for requirements of the 
National Guard of Rhode Island which has used the property since 
1947 under licenses granted by the Secretary of the Army for successive 
terms of 5 years each. 


RESERVATIONS AND RESTRICTIONS 


The bill reserves to the United States all mineral rights, including 
gas and oil. : 

In the event of a national emergency, the Government’s right of 
reentry and reuse are maintained. 

If the State of Rhode Island ceases to use the property for National 
Guard purposes, the title of the property will immediately revert to 
the United States, including all improvements made thereon by the 
State without payment of compensation. 


COST DATA AND DEPARTMENTAL RECOMMENDATION 


Enactment of this bill will not involve the expenditure of any Federal 
funds, 

The Department of the Army, on behalf of the Department of 
Defense, indicates its position in the letter printed below from 
Secretary Brucker, dated August 16, 1957. 

It will be noted that the last paragraph of Secretary Brucker’s letter 
sets forth the Bureau of the Budget’s position on the bill. The com- 
mittee has noted the Bureau of the Budget’s position with respect to 
this measure, but nevertheless recommends favorable action at this 
time. The committee feels that while some useful purpose may 
result from such a study as the Bureau proposes, nevertheless no 
useful purpose will be served by delaying Sbvindals beneficial legisla- 
tion until an indefinite time in the future, especially in view of the 
fact that this bill is consistent with similar legislation previously 
enacted, 


DEPARTMENT OF THE ARMY, 
Washington, D. C., August 16, 1957. 
Hon. Ricnuarp B. RusseEt1, 
Chairman, Committee on Armed Services, 
United States Senate. 

Dear Mr. Cuarrman: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to S. 628, 85th Congress, a bill to direct the Secretary of the 
Army to convey certain property located at Boston Neck, Narra- 

ansett, Washington County, R. I., to the State of Rhode Island, 
he Secretary of Defense has delegated to the Department of the 
Army the responsibility for expressing the views of the Department 
of Defense thereon. 

The purpose of the bill is to authorize and direct the Secretary of 
the Army to convey to the State of Rhode Island 33.79 acres of 
Government-owned land located at Boston Neck, Narragansett, 
Washington County, R. I., the conveyance to be without considera- 
tion therefor but on condition that the property shall be used primarily 
for the training of the National Guard and for other military purposes 
and subject to the reservation of all mineral rights and the right of 
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reentry and use of the property during a national emergency without 
a to make payment of any kind. 

The Department of the Army on behalf of the Department of 
Defense interposes no objection to the above-mentioned bill. 

The 33.79 acres identified in section 1 of the bill comprise the 
military installation known as Fort Varnum which is located at Boston 
Neck approximately 30 miles south of Providence, R. I. The land, 
which has a frontage of 2,230 feet on the Atlantic Ocean, was acquired 
in 1942 at a cost of $29,750 to provide for the harbor defenses of 
Narragansett Bay. The property was developed for military use by 
construction of storage and troop housing facilities at a cost of 
$232,435. When the installation was no longer required for harbor 
defense purposes, it was found to be suitable for requirements of the 
National Guard of Rhode Island which has used the property since 
1947 under licenses granted by the Secretary of the Army for successive 
terms of 5 years each. 

The National Guard of Rhode Island has a continuing requirement 
for the use of this property for National Guard purposes. Enactment 
of this measure will provide for the conveyance of the property to the 
State under terms and conditions which permit the use and develop- 
ment of the property for National Guard requirements and at the 
same time will protect the interest of the United States in the prop- 
erty. The bill conforms generally with similar legislation enacted in 
recent years with reference to other properties held by the Depart- 
ment of the Army primarily for the use of the National Guard of the 
several States. 

In order to assure, after reentry, the right of the United States to 
relinquish the property at any time that its use is no longer required, 
without waiting for the expiration of the state of war or national 
emergency, it is suggested that the portion of section 4 of the bill after 
“Rhode Island” beginning with the word “for” in line 4, page 3, 
and ending with “Rhode Island” on line 7, page 3, be deleted, and 
there be inserted in place thereof the following: ‘for a period not to 
exceed the duration of such state of war or national emergency plus 
six months. Upon the termination of such use the property shall 
revert to the State of Rhode Island, together with any or all improve- 
ments thereon and appurtenances appertaining thereto.” 

Enactment of this measure will not involve the expenditure of any 
Department of Defense funds. a) 

This report has been coordinated within the Department of De- 
fense in accordance with procedures prescribed by the Secretary of 
Defense. 

The Bureau of the Budget recommends that action on S. 628 be 
deferred pending completion of the study which the Bureau is now 
making in conjunction with the Department of Defense with respect 
to the policies involved in legislation authorizing the donation of real 
property to the National Guard of the States. 

Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 


O 
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AMENDING THE ACTS KNOWN AS THE “LIFE INSURANCE 
ACT”, APPROVED JUNE 19, 1934, AND THE “FIRE AND 
CASUALTY ACT”, APPROVED OCTOBER 9, 1940 


Aveust 22, 1957.—Ordered to be printed 


Mr. Bratt, from the Committee on the District of Columbia, 
submitted the following 


REPORT 


[To accompany 8. 1040] 


The Committee on the District of Columbia, to whom was referred 
the bill (S. 1040) to amend the acts known as the “Life Insurance 
Act,” approved June 19, 1934, and the “Fire and Casualty Act,” ap- 
proved October 9, 1940, after full consideration report favorably 
thereon with amendment and recommend that the bill as amended 
do pass. 

The amendment is as follows: 

Page 21, after line 13, insert a new section as follows: 


Suc. 11. Where any provision of this Act or any amend- 
ment made by this Act refers to an office or agency abolished 
by Reorganization Plan Numbered 5 of 1952 (66 Stat. 824), 
such provision or amendment shall be deemed to refer to the 
Commissioners of the District of Columbia or to the office, 
officer, or agency which the Commissioners have heretofore 
designated or may hereafter designate to perform the func- 
tions of the office or agency so abolished. 


The purposes of the bill is, first, to correct a situation arising from a 
recent decision of the United States Court of Appeals in the case known 
as Atlantic Insurance Agency, Inc., A Corporation, et al., v. Albert F. 
Jordan, Superintendent of Insurance; and, secondly, to bring related 
sections of law applicable to the business of life insurance into con- 
formity with corresponding sections applicable to the business of fire 
and casualty insurance. 

In the opinion of the majority of the court in the above-mentioned 
case, it was stated that— 
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* * * however desirable it may be for the Superintendent 
to be empowered to act at all times in the public interest in 
the insurance field, neither the Superintendent nor the courts 
may supply powers which the Congress has never conferred, 


The court also said: 


The Superintendent really has asked us to read the statute 
as though it authorizes him to deny renewal to a corporation 
which in every respect has originally been found by him to be 
qualified under and to have complied with the statutes, if it 
should later develop that an ownership interest in the corpo- 
ration shall have been acquired by a person deemed by the 
Superintendent to be untrustworthy. Perhaps Congress 
should have said that much; the plain fact is that it did not 
do so. The Superintendent must be held to his statutory 
authority. 


As a result of the court of appeals decision, the renewal of certain 
licenses cannot be denied because of the untrustworthiness of the 
applicant or because of violation of any law by the applicant other 
than an insurance law. For example, if, when such a person applies 
for the renewal of his license, it is found that he has committed larceny, 
forgery, fraud, or any other similar offense, his license must, neverthe- 
less, be renewed so long as there is no conclusive finding that he has 
violated an insurance law. 

Other sections of the bill deal with related problems pertaining to 
the issuance and revocation of insurance licenses. The primary pur- 
pose of the bill, therefore, is to permit the Department of Insurance 
of the District of Columbia to continue to protect the public by 
issuing or revoking licenses in accordance with standards previously 
established by Congress. 

The provisions which are added to the Insurance Acts by the amend- 
ments contained in the bill are comparable to provisions usually found 
in State laws. The bill is designed to protect the public interest 
involved in the insurance business. 

The individual sections of the bill provide as follows: 

Sections 1, 2, and 3 merely bring the provisions of the Life Insurance 
Act relating to the issuance and revocation of agents and companies’ 
licenses into conformity with corresponding sections of the Fire and 
Casualty Act. In addition, an existing prohibition of false advertising 
is given greater emphasis, and there is also included a provision for 
the swearing of witnesses and the testimony given by such witnesses 
to be subject to the penalties of perjury. 

Section 4 makes applicable to fire and casualty companies the 
prohibition against false advertising now applicable to life-insurance 
companies under the Life Insurance Act of 1934, and also provides for 
the swearing of witnesses at hearings and the testimony given by such 
witnesses to be subject to the penalties of perjury. 

Section 5 takes out of a presently existing section of the Fire and 
Casualty Act references to life insurance in order to make the section 
consistent with the application section of that act, which provides 
that it shall not affect the business of life insurance. 

Section 6 corrects the defect in the law found by the court in the 
case referred to above by making it plain that the section applies to 
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renewal as well as to original licenses. This section adds to present 
law and would give the Superintendent the authority to not only 
ask the names of the members of the firm, partnership, or corporation 
who solicit insurance or who countersign policies, but would as well 
authorize him to require the applicant, at any time, to disclose the 
identity of all stockholders, partners, officers and employees, and he 
may, in his discretion, refuse to issue or renew a license in the name of 
such firm, partnership or corporation if he is not satisfied that such 
named officers, stockholders, partners and employees, who may 
influence the company’s conduct, meet the standards of this section 
applicable to persons applying as individuals, 

Section 7 for the purpose of clarification and emphasis states again 
that applicants for renewal licenses shall be subject to conditions of 
the law relating to trustworthiness and competency and, in the event 
the Superintendent refuses to renew the applicant’s license, the 
applicant has a right to a hearing and an appeal. Also the applicant 
may appeal to the courts for leave to continue in the insurance business 
pending litigation, 

Section 8 eliminates the present necessity for conclusive findings 
and provides for the swearing of witnesses. 

Sections 9 and 10 eliminate references to life insurance and fraternal 
benefit societies in order to make those sections consistent with the 
application section of the Fire and Casualty Act, from which it will 
be seen that that act was not intended to apply to life insurance or to 
fraternal benefit societies. 

The committee, in favorably reporting this bill, feels very strongl 
that the issuing authority under this bill and present law ee, 
upon any questionnaire or oral examination, be governed by the 
strictest interpretation of the qualification standards set forth in the 
bill and present law; to the end that an applicant shall meet only those 
requirements germane to the insurance field and which would protect 
the public from financial loss. 

This legislation has the approval of the Board of Commissioners 
of the District of Columbia, and its enactment will not involve any 
additional cost to the government of the District of Columbia. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law in the bill, as reported, 
are shown as follows (existing law proposed to be omitted is enclosed 
in black brackets, new matter is printed in italic, existing law in 
which no change is proposed is shown in roman): 


(48 Stat. 1131) 


Sec. 5. [Certiricare or Aurnority.—] It shall be the duty of 
the superintendent to issue a certificate of authority to a com- 
any when it shall have complied with the requirements of the 
aws of the District so as to [entitle it] be entitled to do business 
therein. The Superintendent may, however, satisfy himself by such 
investigation as he may deem proper or necessary that such company is 
duly qualified under the laws of the District to transact business therein, 
and may refuse to issue or renew any such certificate to a company if 
the isswance or renewal of such certificate would adversely affect the public 
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interest. In each case the certificates shall be issued under the seal] 
of the superintendent, authorizing and empowering the company to 
transact the kind or kinds of business specified in the certificate, and 
each such certificate shall be made to expire on the thirtieth day of April 
next succeeding the date of its issuance. No company shall transact 
any business of insurance in or from the District until it shall haye 
received a certificate of authority [as herein prescribed] as authorized 
by this section and no company shall transact any business of insurance 
not specified in such certificate of authority. [Before a company 
shall be authorized to transact business within the District the super- 
intendent shall be satisfied by such examination as he may make or 
such evidence as he may require that such company is duly qualified 
under the laws of the District to transact business therein. J 

[Sec. 6. Revocation or Certiricate or Avutuority.—If the 
superintendent shall find that a domestic, foreign, or alien company 
is insolvent, or that it does not have the surplus required by this Act 
and invested as by this Act required, or that it does not have the sur- 
ar or whose policyholders do not have the contingent assessment 
iability required by this Act; or, if an alien company, that it does not 
have a surplus required by this Act and invested as by this Act 
required in the United States; or, if an alien company, that it does not 
have the deposit required by this Act; or, if he finds that the authorized 
capital of any domestic, foreign, or alien capital stock company is 
impaired and the company is not promptly restoring the deficiency 
or reducing its capital; or, that any domestic, foreign, or alien com- 
pany has violated or failed to comply with the law or its charter; or 
that the company or any of its officers has wilfully refused or failed 
to submit to examination or to perform any obligation relative thereto, 
he may revoke the certificate of authority of such company and there- 
after no new insurance business shall be transacted by the company or 
its agents until the superintendent shall issue a new certificate of 
authority to the company. 

[The superintendent shall not revoke the certificate of authority 
of any company until he has given the company not less than thirty 
days’ notice of the proposed revocation and of the grounds alleged 
therefor and has afforded the company an opportunity to show that 
its certificate of authority should not be revoked. When the further 
transaction of business would be hazardous to the policyholders of 
any company, the superintendent may suspend the certificate of 
authority without giving notice as above required: Provided, That 
in lieu of revoking the certificate of authority of any company for 
causes enumerated in this section, after hearing as herein provided, 
the Superintendent may subject such company to a penalty of not 
more than $200 when in his judgment he finds that public interest 
would be best served by the continued operation of the company. 
The amount of any such penalty shall be paid by the company 
through the Office of the Superintendent to the Collector of Taxes 
of the District of Columbia.] 

Szc. 6. The Superintendent shall have power to revoke or suspend the 
certificate of authority to transact business in the District of any company 
which has failed or refused to comply with any provision or requirement 
of this Act, or which— 

(a) is impaired in capital or surplus; 
(b) 2s insolvent; 
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(c) is in such a condition that its further transaction of business 
in the District would be hazardous to its policyholders or creditors 
or to the public; 

(d) has refused or neglecte to pay a valid final yudgment against 
such company within thirty days after such judgment shall have 
become final either by expiration without appeal within the time 
when such appeal might have been perfected, or % final affirmance on 


appeal 
ey has violated any law of the District or has in the District 
violated its charter or exceeded its corporate powers; 

(f) has refused to submit its bocks, papers, accounts, records, or 
affairs to the reasonable inspection or examination of the Superin- 
tendent, his deputies, or duly appointed examiners; 

(9) has an officer who has refused upon reasonable demand to be 
examined under oath touching rts affairs; 

(h) fails to file with the Superintendent a copy of an amendment 
to its charter or articles of association within thirty days after the 
effective ay & | such amendment; 

(i) has its corporate existence dissolved or its certificate of 
authority revoked in the State in which it was organized; 

(j) has had all its risks reinsured in their entirety in another 
company, without prior approval ¢ the Superintendent; or 

(k) has made, issued, circulated, or caused to be issued or circu- 
lated any estimate, illustration, circular, or statement of any sort 
misrepresenting either its status or the terms of any policy issued or 
to be issued by it, or the benefits or advantages promised thereby, or 
the dividends or shares of the surplus to be received thereon, or has 
used any name or title of any policy or class of policies misrepresent- 
ing the true nature thereof. 

The Superintendent shall not revoke or suspend the certificate of au- 
thority of any company until he has given the company not less than 
thirty days’ notice of the proposed revocation or suspension and of the 
grounds alleged therefor, and has afforded the company an opportunity 
for a full hearing: Provided, That if the Superintendent shall find upon 
examination that the further transaction of business by the company 
would be hazardous to the public or to the policyholders or creditors of the 
company in the District, he may camel such authority without giving 
notice as herein required: Provided further, That in lieu of revoking or 
suspending the certificate of authority of any company for causes enumer- 
ated in this section, after hearing as herein provided, the Superintendent 
may subject such company to a penalty of not more than $200 when in 
his judgment he finds that the public interest would be best served by the 
continued operation of the company. The amount of any such penalty 
shall be paid by the company through the office of the Superintendent to 
the Collector of Taxes of the District of Columbia. At any hearing pro- 
vided by this section, the Superintendent shall have authority to administer 
oaths to witnesses. Any one testifying falsely after having been ad- 
ministered such an oath shall be subject to the penalties of perjury. 

Sec. 27. [Suspension or Revocation or License—Grovunps 
Fror—N orice or—Hrarinc—] The Superintendent of Insurance may 
suspend or revoke the license of any life insurance general agent, 
agent, solicitor, or broker if, after due investigation, notice and a 
hearing, either before him or before any salaried employee of the 
insurance department designated by him whose report he may adopt, 
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he determines that such license has been secured by fraud or mis- 
representation; or that the general agent, agent, solicitor, or broker 
has violated any insurance law of the District; or has made any 
misleading representations [and/or] or incomplete [and/or] or 
fraudulent comparison of any policies or companies or concerning any 
companies to any person for the purpose or with the intention of 
inducing such person to lapse, forfeit, surrender, or exchange his 
insurance then in force; or has made any misleading estimate of the 
dividends or share of surplus to be received on a policy; or has failed 
or refused to pay or to deliver to the company or to his principal any 
money or other property in the hands of said general agent, agent, 
solicitor, or broker belonging to such company or principal when 
requested so to do; or has violated any lawful ruling of the insurance 
department; or has been convicted of a felony; or has otherwise 
shown himself untrustworthy or incompetent to act as a life insurance 
general agent, agent, solicitor, or broker. Before the Superintendent 
of Insurance shall revoke or suspend [any such license he shall give 
to the general agent, agent, solicitor, or broker and to the company 
which or whom he represents written notice of the charges and of the 
hearing, not less than twenty days prior to the time set for such 
hearing. Such notice shall be forwarded by registered mail addressed 
to the general agent, agent, solicitor, or broker at his last-known 
address, and to the company at its principal place of business. Full 
opportunity shall be given at such hearing to the general agent, agent, 
solicitor, or broker and to the company of principal to appear with 
counsel and be heard upon such charges.] the license of any such 
person he shall give to such person an opportunity to be fully heard, and 
to introduce evdence in his behalf. Within thirty days after the 
revocation or suspension of license or the refusal of the superintendent 
to grant a license, the general agent, agent, solicitor, or broker, or 
applicant aggrieved may appeal, from the ruling of the Superintendent 
of Insurance to the court of competent jurisdiction designated in 
section 28. Appeals may be taken from the judgment of said court 
as prescribed in section 28. At any hearing provided by this section, the 
Superintendent shall have authority to administer oaths to witnesses. 
Anyone testifying falsely after having been administered such an oath 
shall be subject to the penalties of perjury. 

No individual whose license as a general agent, agent, solicitor, or 
broker is revoked shall be entitled to any license under this Act for a 
period of one year after revocation. 

Any person who violates any provision of this section upon convic- 
tion shall be fined not exceeding $100 for each and every violation: 
Provided, That in lieu of revoking or suspending the license of any 
such general agent, agent, solicitor, or broker for causes enumerated 
in this section after hearing as herein provided, the Superintendent 
may subject such person to a penalty of not more than $200 when in 
his judgment he finds that the public interest would be best served by 
the continuation of the license of such person. The amount of any 
such penalty shall be paid by such person through the Office of the 
Superintendent to the Collector of Taxes of the District of Columbia. 
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(54 Stat. 1066) 


Sec. 3. [Revocation aNpD SusPpENSION OF CERTIFICATE OF AU- 
tHority—J] The superintendent shall have power to revoke or sus- 
pend the certificate of authority to transact business in the District 
of any company which has failed or refused to comply with any 
provision or requirement of this chapter, or which— 

(a) Is impaired in capital or surplus; 

(b) Is insolvent; 

(c) Is in such a condition that its further transaction of busi- 
ness in the District would be hazardous to its policyholders or 
creditors [in the District] or to the public; 

(d) Has refused or neglected to pay a valid final judgment 
against such company within thirty days after such judgment 
shall have become final either by expiration without appeal within 
the time when such appeal might have been perfected, or by final 
affirmance on appeal; 

(e) Has violated any law of the District or has in the District 
violated its charter or exceeded its corporate powers; 

(f) Has refused to submit its books, papers, accounts, records, 
or affairs to the reasonable inspection or examination of the 
superintendent, his deputies, or duly appointed examiners; 

(g) Has an officer who has refused upon reasonable demand 
to be examined under oath touching its affairs; 

(h) Fails to file with the superintendent a copy of an amend- 
ment to its charter or articles of association within thirty days 
after the effective date of such amendment; 

(i) Has had its corporate existence dissolved or its certificate 
of authority revoked in the State in which it was organized; [or] 

(j) Has had all its risks reinsured in their entirety in another 
company, without prior approval of the superintendent[.]; or 

(k) has made, issued, circulated, or caused to be issued or circu- 
lated any estimate, illustration, circular, or statement of any sort 
misrepresenting either its status or the terms of any policy issued 
or to be issued by it, or the benefits or advantages promised thereby, 
or the dividends or shares of the surplus to be received thereon, or 
has used any name or title of any policy or class of policies mis- 
representing the true nature thereof. 

The Superintendent shall not revoke or suspend the certificate of 
authority of any company until he has given the company not less 
than thirty days’ notice of the proposed revocation or suspension and 
of the grounds alleged therefor, and has afforded the company an 
opportunity for a full hearing: Provided, [however,] That if the 
Superintendent shall find upon examination that the further transac- 
tion of business by the company would be hazardous to the public or 
to the policy holders or creditors of the company in the District, he 
may suspend such authority without giving notice as herein required: 
Provided further, That [,] in lieu of revoking or suspending the cer- 
tificate of authority of any company for causes enumerated in this 
section after hearing as herein provided, the Superintendent may sub- 
ject such company to a penalty of not more than $200 when in his 
judgment he finds that public interest would be best served by the 
continued operation of the company. The amount of any such pen- 
alty shall be paid by the company through the office of the Super- 
intendent to the collector of taxes, District of Columbia. At any 
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hearing provided by this section, the Superintendent shall have authority 
to administer oaths to witnesses. Anyone testifying falsely after having 
been administered such an oath shall be subject to the penalties of perjury. 

Sec. 30. [AcEnts anpD Broxers—ReEQuUIREMENTS FOR LIcENsg, 
AND so Fortu.—]J No company authorized to do business in the 
District shall, by its representatives or otherwise, make, write, issue, 
or deliver any contract of insurance, surety, or indemnity, except 
[life,] title [,] and ocean marine insurance, on any person, property, 
businesss activity, or insurable interest within the District except 
through regularly constituted policy writing agents or authorized 
salaried employees licensed in the District as provided in this Act. 

No such contract covering persons, property, business activities, or 
insurable interests in the District, except contracts of life, title, and 
ocean marine insurance, shall be written, issued, or delivered by any 
authorized company or by any of its representatives unless such con- 
tract is duly countersigned in writing by a person who is licensed as 
provided in this Act to countersign such contracts, and no salaried 
officer, manager, or other salaried employee of any authorized com- 
pany unless he be licensed as provided in this Act, shall write, issue, or 
countersign any such contract. 

No company, agent, or salaried company employee shall make any 
agreement as to a policy other than that which is plainly expressed in 
the policy issued. 

No company, agent, salaried company employee, or broker shall pay 
or offer to pay or allow as an inducement to any person to insure any 
rebate of premium or any special favor or advantage whatever in the 
dividends to accrue thereon, or any inducement whatever not specified 
in the policy. 

Every company authorized by this Act to do business in the District 
shall file annually with the Superintendent on or before the 15th day 
of April, and at such other times as they may be appointed, a list of 
agents and salaried employees of said company who are authorized to 
solicit, write, effect, issue, or deliver policies for such company in the 
District, except that the names of soliciting agents may be filed either 
by the company or by the policy-writing agent. 

Any policy-writing agent or salaried company employee authorized 
by any company to solicit, negotiate, bind, write, or issue policies or 
applications therefor shall, in any controversy between the insured or 
his representative and the said company, he held to be the agent of the 
company which issued or effected the policy solicited or so applied for, 
anything in the application or policy to the contrary notwithstanding. 

Any payment made by or on behalf of the insured to any broker 
for policies issued to such broker for delivery to the insured or issued 
directly to the insured on the order of such broker, shall, in contro- 
versies between the insured and the company, be deemed to have been 
paid to the company. 

No soliciting agent shall have any authority to countersign any 
policy. 

Sec. 31. Payment or Commissions Restrictep To LicenseD PER- 
sons.—No company, policy-writing agent, soliciting agent, broker, 
or salaried employee shall pay any money or commission or brokerage 
or give or allow any valuable consideration to any person for or because 
of service in the District in negotiating or effecting a policy on any 
person, property, business activity, or insurable interest in the District, 
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unless said person is duly licensed in conformity with this Act as a 
broker or as an agent or salaried employee of the company issuing the 

licy. This section shall not apply to contracts of reinsurance, and 
shall not apply to persons and kinds of insurance exempted under 
section 38 of this Act. 

Sec. 32. [ProcepurE For Osrarntna Licensz.—JAny person 
hereafter desiring to engage in business in the District as a policy- 
writing agent, soliciting agent, broker, or salaried company employee, 
as defined by this Act[, ] shall, before engaging in such as, secure 
from the Superintendent a license authorizing him to engage in such 
business. The person to whom the license may be issued shall file 
sworn answers to such interrogatories as the Superintendent may 
require [on forms furnished by the Superintendent]. Before the 
Superintendent shall issue a license to any policy-writing agent, 
soliciting agent, or salaried company employee, he shall require the 
company or policy-writing agent desiring the appointment of such 
person to certify— 

(a) That the person to be appointed, if not a salaried company 
employee, is a resident of this District, or that his principal office 
for the conduct of such business is in or will be maintained in the 
District; 

(b) That he is personally known to the person making the 
certification; 

(c) That he has had experience or instructions necessary to the 
proper conduct of the kind or kinds of business to which the 
license is to extend; 

(d) That he has a good business reputation, is trustworthy, 
and is worthy of a license. 

Resident and nonresident brokers shall, as a prerequisite to the issu- 
ance of a license, file with the Superintendent a corporate surety bond 
in an amount not less than $1,000 for the benefit of any person who 
may suffer loss resulting from fraud or dishonesty on the part of said 
resident or nonresident broker. Before the Superintendent shall issue 
a license to any policy-writing agent, soliciting agent, salaried company 
employee, or resident broker, who has not previously been licensed 
under this Act, he shall personally, or through his deputy or any person 
regularly employed in the Department, within a reasonable time, 
and in a designated place within the District, subject each such per- 
son to a personal written examination relating to such person’s knowl- 
edge of the kind or kinds of business to which the license may extend 
and his competency to act as such policy-writing agent, soliciting 
agent, broker, or salaried company employee. The f bantan 
may in his discretion limit the scope of such examination to such par- 
ticular kind or kinds of business in which the person to be licensed 
is to be principally engaged. [Following such examination the] The 
Superintendent shall issue or renew such license as may be applied for 
when he is satisfied that the person to be licensed is (a) competent and 
trustworthy and intends to act in good faith in the capacity involved 
by the license applied for, and that not more than 25 per centum of his 
commission income from business to which the license applies will re- 
sult from policies the premiums on which are paid or are to be paid in 
the manner set forth in paragraph (f) of section 36[[;] and (b) that he 
has a good business reputation and has had experience, training, or 
education, or is otherwise qualified in the line or lines of business in 
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which the license would entitle him to engage, and except in the case 
of a nonresident broker or salaried company employee, is a resident of 
the District, or maintains his principal office for the conduct of such 
business in the District; and (c) is reasonably familiar with the insur. 
ance laws of the District, and with the provisions, terms, and condi- 
tions of the policies he is proposing to solicit, negotiate, or effect, and 
is worthy of. a license. In the case of a nonresident applying for a 
broker’s license, the Superintendent may waive the examination re- 
quirement and accept in lieu thereof evidence that the applicant holds 
a license as broker or agent in the State where his principal business 
is conducted. The Superintendent may also waive the examination 
requirement in the case of any person who has been licensed in the 
District prior to the effective date of this Act. The examination re- 
quirement shall be waived in the case of any applicant for a license 
under this section who holds a license under section 26 of the Life In- 
surance Act (D. C. Code, sec. 35-425), if the company desiring the 
appointment of such applicant certifies in writing to the Superintend- 
ent that such applicant will solicit only accident and health insurance 
on its behalf. Licenses may be issued in the names of individuals, 
or in the names of firms, partnerships, or corporations, including 
banks, trust companies, real-estate offices, and building and loan 
associations: Promded, That on such licenses in addition to the name 
of the applicant, there shall be listed the name of every member or 
officer of such firm, partnership, or corporation who solicits insurance 
or who countersigns policies: [And provided further] Provided further, 
That such named persons as well as the licensee shall be subject to all 
requirements of this Act, [and that no officer or employee of such 
organizations other than those specifically named in such license shall 
be required to comply with this section, unless the duties of such offi- 
cers or employees include soliciting or the countersigning of policies.] 
and that the Superintendent shall have authority at any time to require 
the applicant fully to disclose the identity of all stockholders, partners, 
officers, and employees, and he may in his discretion refuse to issue or 
renew a license in the name of any firm, partnership, or corporation if 
he is not satisfied that any officer, employee, stockholder, or partner thereof 
who may materially influence the applicant’s conduct, meets the standards 
of this section applicable to persons applying as individuals. No person 
shall be licensed as agent, broker, or salaried company employee when 
it appears to the Superintendent that said license is sought primarily 
for the purpose of obtaining commissions on policies on which he on 
his own account pays or is to pay the premiums, or on which the pre- 
miums are paid or are to be paid by any person who receives or is to 
receive any benefit, direct or indirect, from the commissions obtained, 
or on which the premiums are paid or are to be paid by any partner- 
ship, association, or corporation of which he is a member. 

[Src. 35. Renewat or Licenses.—Renewal of all expiring licenses 
shall be issued by the Superintendent upon application in writing by 
the applicant for any such license, subject to the conditions of sec- 
tion 36, and subject also to the provisions for examination as set forth 
in section 32, upon payment of the applicable fee prescribed in 
section 41.] 

Sec. 35. Upon application for renewal of an expiring license and the 
payment of the applicable fee prescribed in section 41, the Superintendent 
shall issue the license applied for when he is satisfied that the applicant 
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therefor meets the conditions set forth in sections 32 and 36. Before the 
Superintendent shall refuse to renew any such license he shall give to the 
applicant an opportunity to be fully heard and to introduce evidence in 
las behalf. If the Superintendent shall refuse to renew any such license 
he shall give the applicant written notice thereof and he shall not, for a 
period of ten days from the date of that notice, take any action to stop the 
applicant from continuing in business, within which period the applicant 
may apply to any court as provided in section 46 hereof, for leave, in the 
discretion of the court, to continue in business until an appeal from such 
refusal is decided. 

Sec. 36. [Revocation AND SusPENsION oFf Licenses.—]The Super- 
intendent may [revoke, suspend, or refuse to renew] revoke or suspend 
the license of any policy-writing agent, soliciting agent, broker, or 
salaried company employee when and if, after investigation, it 
appears [conclusively] to the Superintendent that any license issued 
to such person was obtained by fraud or misrepresentation, or that 
such person has otherwise shown himself untrustworthy or incompetent 
to act in any of the foregoing capacities, or that such person has— 

(a) Violated any of the provisions of the insurance laws of the 
District; or 

(b) Has failed within a reasonable time to remit to any company 
all moneys which he has collected, and to which the company 1s 
entitled; or 

(c) Has been guilty of rebating or has misrepresented the provisions 
of the pclicies which he is selling, or the policies of other companies; or 

(d) Has countersigned policies in blank; or that 

(e) More than 25 per centum of his commission income from business 
to which the license applies results from policies the premiums on 
which are paid or are to = paid in the manner set forth in paragraph (f) 
of this section; or that 

(f) Said license is being used primarily for the purpose of obtaining 
commissions on policies on which he, on his own account, pays or is to 

ay the premiums, or on which the premiums are paid or are to be paid 

y any person who receives or is to receive any benefit, direct or 
indirect, from the commissions obtained, or on which the premiums 
are paid or are to be paid by any partnership, association, or corpora- 
tion of which he is a member. 

Before the superintendent shall revoke or suspend the license of 
an) such person he shall give to such person an opportunity to be 
fully heard, and to introduce evidence in his behalf: Provided, That[,] 
in lieu of revoking or suspending the license of any policy-writing 
agent, soliciting agent, broker, or salaried company cals for 
causes enumerated in this section after hearing as herein provided, 
the Superintendent may subject such person to a penalty of not more 
then $200 when in his judgment he finds that public interest would 
be best served by the continued operation of such person. The 
amount of any such penalt: shall be paid by such person through the 
office of the Superintendent to the collector of taxes, District of 
Columbia. At any hearing provided by this section, the Superintendent 
shall have authority to administer oaths to witnesses. Anyone testifying 
falsely after having been administered such an oath shall be subject to 
the penalties of perjury. 

Sec. 38. [Wen Licensr Nor Requirepv.—]The provisions of 
this Act relating to the licensing of policy-writing agents, soliciting 
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agents, salaried compan, employees, and broker: shall not apply to 
the sale of personal accident insurance in the ticket offices of railroad 
companies or other common carriers, or in the offices of travel bureaus 
nor to the business of [life insurance, fraternal benefit societies, or} 
ocean marine insurance, nor to insurance covering the property of 
railroad companies and other common carriers engaged in interstate 
commerce. 

Sec, 39. [UNAvuTHORIzED INsuRANCE.—] Except as provided in 
section 40 [[of this Act], no person shall act as agent in the District 
for any company which is not authorized to do business in the District 
nor shall any person directly or indirectly negotiate for or solicit appli- 
cations for policies of, or for membership in, any company which is not 
authorized to do business in the District. The term “company” as 
used in this section shall include any association, society, company, 
corporation, joint-stock company, individual, partnership, trustee, or 
receiver engaged in the business of assuming risks of insurance, surety 
or indemnity, and any Lloyd’s organization, assessment, or cooperative 
fire company, or any reciprocal or interinsurance exchange, [fraternal 
beneficial association, order, or society,] and any company, associa- 
tion, or society, whether organized for profit or not, conducting a busi- 
ness, including any of the principles or features of insurance, surety, or 
indemnity. Any person who violates any provision of this section 
upon conviction shall be fined not less than $100 nor more than $1,000 
for each offense, or be imprisoned for not more than twelve months, 
or both, and any such person shall be personally liable to any resi- 
dent of the District having claim against any such unauthorized com- 
pany under any policy which said person has solicited or negotiated, 
or has aided in soliciting or negotiating: Provided, That the provi- 
sions of this section shall not apply to any person who negotiates with 
an unauthorized company [for life insurance, or] for policies covering 
his own property or interests, nor shall the provisions of this section 
apply to the officers, agents, or representatives of any company which 
is in process of organization under the laws of the District, and which 
is authorized temporarily to solicit or secure memberships or applica- 
tions for policies for the purpose of completing such organization. 
Prosecutions for violations of this section shall be upon information 
filed in the Municipal Court for the District of Columbia by the 
corporation counsel or any of his assistants. 
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Auaust 23 (legislative day, Aucust 22), 1957.—Ordered to be printed 


Mr. SparKMaN, from the Select Committee on Small Business, 
submitted the following 


REPORT 


INTRODUCTION 


Congress has repeatedly manifested its views on the participation 
of small business in contracts let by the various agencies of Govern- 
ment. And in no area has Congress been more expressive or explicit 
than in connection with contracts awarded by the various military 
services of the Department of Defense. The Armed Services Procure- 
ment Act of 1947, the Selective Service Act of 1948, and the Defense 
Production Act of 1950 all address themselves primarily to the specific 
matter of military contracts. Although your committee maintains a 
constant interest in the small-business programs of all agencies of the 
executive branch performing a significant procurement function, it is 
axiomatic that the Department of Defense, with its huge yearly 
expenditures, presents the most accurate barometer reflecting the true 
position of small business in our Government’s purchasing and con- 
tracting picture. From fiscal year 1951, when statistics covering the 
share of military contracts going to small business were first compiled 
by the Department of Defense, the annual percent of awards made 
to small business have ranged from a low of 16.6 percent in fiscal year 
1953 to a high of 25.3 percent in fiscal year 1954. Since fiscal year 
1954, the share has steadily declined to percentages comparable to 
the years immediately preceding 1954. 

If the downtrend continues—and, in these times of increasingly 
complex and costly weapons, little has been revealed to indicate the 
contrary—it is highly questionable whether the smaller suppliers to 
our Military Establishment can weather the storm. They will ccr- 
tainly go under if the trend in the field of research and development 
contracts is permitted to go unchecked. In this area, during the 
first half of fiscal year 1957, small business received only 3.5 percent 
of the more than $1 billion rent on laboratory items which will 
become tomorrow’s production-line supplies. The potential damage to 


1 











2 GOVERNMENT PROCUREMENT—1957 


the broad and flexible mobilization base, deemed so essential by expert 
planners, inherent in this restrictive apportionment of résearch ‘¢on- 
tracts, is not only contrary to the expressed intent of both Houses of 
Congress, but is patently dangerous to the strategic defense and 
economic well-being of our country. 

In view of the grave implications for the future which may be read 
into the year-by-year decline of the share of contracts being awarded 
to small business by the Department of Defense, which fell from 25.1 
percent in fiseal 1954 to 16.3 percent for the first half of fiscal 1957, 
your committee has, for the past several years, undertaken to review 
closely the small-business programs being carried out by the military 
services. In addition to yearly public hearmgs which permit a review 
of the overall policy and procedure governing the various small- 
business programs of the executive agencies, an additional hearing is 
conducted to determine, insofar as possible, how the policy directives 
of the Department of Defense have operated in actual practice, and 
whether the intent of Congress is being served at the operational or 
contracting and purchasing levels. 

The purpose of this report is to illuminate specific problem areas 
where it has been alleged that the implementation of current procure- 
ment policy has worked a hardship on small business, to set forth 
certain conclusions reached by the committee as a result of its con- 
sideration of these problem areas, and to make recommendations for 
their solution. 


CuapTer I. ProcureEMENT oF Jet Furt By ARMED SERVICES 
PETROLEUM PurcHASING AGENCY ! 


A. BACKGROUND DATA 


The Small Business Act of 1955 authorizes the establishment of 
the Small Business Administration joint determination program as 
follows: 


To effectuate the purposes of this title, small-business con- 
cerns within the meaning of this title shall receive any award 
or contract or any part thereof as to which it is determined 
by the Administration and the contracting procurement 
agency * (a) to be in the interest of maintaining or mobilizing 
the Nation’s full productive capacity, or (b) to be in the in- 
terest of war or national defense programs. 


To implement this program, the Defense Department issued on 
November 14, 1955, Department of Defense instruction No. 4100.9, 
entitled ‘Cooperation With the Small Business Administration.” 
Part IV of this instruction sets out in detail the specific policies and 
procedures which will govern small-business set-asides. 

Pursuant to these procedures, the procurement agency and SBA 
jointly determine that a portion of a proposed procurement should be 
set aside for placement with small business. The unreserved part of 
the procurement is let through advertising in the usual manner. 
Under the terms of the instruction and the invitation for bids, qualified 
small businesses whose bids on the advertised unreserved portion of 
the procurement are submitted “at a unit price within 120 percent of 

1 On January 7, 1957, the Armed Services Petroleum Purchasing Agency was redesignated the Military 


Petroleum Supply Agency. 
2 DOD, AEC, GSA, ete. 
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the highest award made,” may be negotiated with by the procurement 
agency for that portion of the procurement reserved for small business, 
In most cases, the small-business contract is negotiated at the price 
at which the unreserved portion was awarded. 

In cases where larger requirements necessitate multiple awards, 
at different unit prices on the regularly advertised, unreserved portion; 
section [V—E-2 (e) of DOD 4100.9 provides that: 


When the procurement of the unreserved quantities has re- 
sulted in multiple awards at different unit prices, awards for 
quantities set_aside shall be at a price determined by the 
contracting officer to be fair and reasonable, but in no event 
higher than the highest price awarded in connection with the 
unreserved quantities. Jn the absence of changes in market 
prices and other factors requiring consideration, the contracting 
officer shall consider the weighted average unit price of all 
awards made in connection with the unreserved quantities as 
being a fair and reasonable price. The weighted average unit 
price shall be ascertained by adding the total dollar amounts 
of all awards of the unreserved quantities and dividing the 
grand total by the total number of units included in all such 
awards. [Italics supplied]. 


On June 21, 1956, the Armed Services Petroleum Purchasing Agency 
issued invitation for bid No. (IFB) 57-5 calling for the supply of some 
33 million barrels of jet fuel. This procurement contained a small- 
business set-aside of 4 million barrels of JP-4 jet fuel. The special 
instructions on page 3 of the invitation for bid described the method 
of award of this small-business set-aside. Paragraph 4 of these 
special instructions provided that: 


Those bidders with whom negotiation is commenced will be 
offered an opportunity to meet a fair and reasonable price as 
determined by the contracting officer. Such determination 
shall be made on the basis of the weighted average unit 
price of the initial awards made under the unreserved portion 
in the various geographic marketing areas. 


Upon the opening of the bids, it was apparent that multiple awards at 

different unit prices would have to be made, and, also, that certain 

small suppliers had entered bids sufficiently low to permit them to 
articipate in that portion of the procurement reserved for small 
usiness. 

Accordingly, the contracting personnel of the Armed Services 
Petroleum Purchasing Agency initiated negotiations with the smaller 
refiners at the weighted average of the multiple awards on the un- 
reserved portion, in various geographical areas, ia conformance with 
the provisions of section [V-E-2 of DOD instruction 4100.9 and Navy 
procurement directive 34-201.5 i (5). 

This action, which would result in small business being requested to 
supply fuel at a price less than that being paid to certain of the 
refiners on the unreserved portion, produced a flood of complaints 
against ASPPA by representatives of the smaller refiners and prompted 
them to seek the assistance of the small-business adviser to the 
Department of Defense, the Small Business Administration, various 
Members of Congress, and your committee, After reviewing the 
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varied opinions voiced by the respective Government agencies and 
companies involved, it was concluded by your committee that a public 
hearing could best resolve the numerous differences which had been 
expressed by all parties concerned. Accordingly, a hearing was 
scheduled for March 11, 1957, with both Government and industry 
witnesses invited to attend. 

Your committee learned from the testimony adduced at the hearing 
of the following chronology, concerning not only the use of the 
weighted-average formula, but also regarding other circumstances 
leading up to the dispute and distress touched off by IFB 57-5. 

Col. Albert Fregosi, assistant staff director, Purchasing and Con- 
tracting Policies Division, Office of the Assistant Secretary of Defense 
(Supply and Logistics), in a statement submitted to the committee 
prior to the hearings, furnished the following background data con- 
cerning the evolution of the weighted-average procedure: 


* * * Defense Manpower Policy No. 4 was issued by the 
Office of Defense Mobilization in March 1952. The policy 
stated that Government agencies should endeavor to nego- 
tiate procurements with firms in labor-surplus areas. This 
policy was implemented on March 20, 1952. In the imple- 
mentation, provisions were made to permit the use of set- 
asides for apie in labor surplus areas in conjunction 
with formal advertising. In awarding the set-aside portion 
of a procurement, the procedures stated that contracting 
agencies “shall,” upon receipt of formal bids, undertake to 
negotiate the quantity held back with firms for production in 
labor-surplus areas at prices equivalent to the lowest qualified 
bid received under the invitation for bids. 

During the same period, negotiations were going on with 
the Small Defense Plants Administration for the development 
of procedures designed to place a fair proportion of defense 

rocurement with small-business concerns. Procedures were 
issued on March 27, 1952, in which the method for awarding 
set-asides for small business followed that established for 
awarding set-asides in labor surplus areas. 

The procedures for awarding set-asides worked well so long 
as a single award was made under the nonset-aside portion or 
in cases of multiple awards made at the same prices. How- 
ever, in cases of multiple awards at different unit prices it 
was found that using the lowest award on the nonset-aside 
portion as the price to be paid on the set-aside portion was 
not accomplishing the purposes of placing contracts with 
small-business concerns or in labor surplus areas. 

In an effort to improve the procedures, a study was made 
with respect to set-asides in multiple-award situations. The 
solutions proposed ranged all the way from retaining the 
low-award concept to the high-award concept. The best 
solution at the time was considered to be the “weighted aver- 
age’’ concept which was adopted the latter part of 1952, 


Colonel Fregosi advised your committee as follows, regarding the 
status of the review of the weighted-average problem being conducted 
by the military immediately prior to the hearing: 
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The Department of Defense is currently reexamining the 
procurement policies which relate to small business. As @ 
part of this reexamination the use of the “weighted average” 
principle is being studied. A number of proposals have been 
made and all are being given careful consideration. It is 
hoped that in a short time we will be able to inform the 
committee of the results of our efforts. 


Rear Adm. O. P. Lattu, SC, USN, executive director, Military 
Petroleum Supply Agency, successor agency to the Armed Services 
Petroleum Purchasing Agency,* had informed your committee that in 
June of 1956, a set-aside program had been initiated in his agency and 
that the first purchase action to contain a provision for set-asides was 
the procurement under question, i. e., IFB 57-5, dated June 21, 1956. 

These, then, were the background events and underlying military 
policies, which, taken together, had resulted in the pricing problem 
confronting the small refiners on the eve of the public hearing. 


B. CONGRESSIONAL EXPRESSION ON WEIGHTED-AVERAGE FORMULA 


Senator Leverett Saltonstall testified before your committee con- 
cerning the disadvantages that the weighted-average policy had 
presented to many companies in Massachusetts, particularly in the 
shoe industry. Senator Saltonstall stated 





It is the established policy of Congress, as expressed in 
almost every procurement statute written in the last 10 years, 
to insure that small business share fully in the vast defense 
procurement programs. 


The Senator introduced into the record a letter he had addressed to 
the Under Secretary of the Navy wherein he recommended that the 
weighted-average formula be amended to provide, on the set-aside 

ortion, that small business would be paid an amount equal to the 

ighest price paid on the unreserved portion. During his testimony 
before your committee, Senator Saltonstall also had placed in the 
record a statement by the New England Shoe & Leather Association 
to the effect that, by formal vote of its officers, the association favored 
the elimination of the weighted-average pricing formula. 


C. INDUSTRY EXPERIENCE WITH WEIGHTED AVERAGE 


Donald O’Hara, an attorney associated with the National 
Petroleum Association and the Western Petroleum Refiners Associa- 
tion, opined that the Department of Defense, by the regulation provid- 
ing for weighted-average pricing, has misinterpreted the pertinent 
statutes, to the detriment of small business. Delph Anderson, general 
sales manager of the Vickers Petroleum Co., accompanying Mr. 
O'Hara, cited the actual experience that his company had undergone 
in connection with the subject of bid invitation. Mr. Anderson 
informed the committee that on the unreserved portion of the procure- 
ment his company had supplied 6,250,000 gallons at a price of 10.27 
cents per gallon, but had only received 9.836 cents a gallon for the 
6,250,000 gallons that his company supplied under the set-aside for 
small business. 


* See footnote 1. 
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George T. Goggin, president for the Independent Refiners Associa- 
tion of California and executive vice-president of the Douglas Oil 
Company of California, submitted a statement to the committee 
concerning the— 


frustrating and involved efforts expended by many of the 
members of our association generally, and by its officers and 
counsel particularly, to obtain a fair, proportionate share of 
the petroleum requirements of the Defense Department in 
the southern California area. 


Mr. Goggin pointed out that the role of the independent refinery in 
California had changed from having supplied 22 percent of oil refinery 
production some 10 years ago to a point where only 10 percent of the 
production in southern California is being handled by independents 
today. He testified that the Independent Association had 35 re- 
finery members in 1946 and, by reason of competition from the major 
oil companies, these 35 members have since dwindled to 18. The 
tax-free importation of jet fuel from Aruba by an international major 
oil company for sale to the military services without import duties 
had contributed greatly to the plight of the independents, in the 
opinion of Mr. Goggin. 

John J. Irwin, general counsel for the Independent Refiners Asso- 
ciation of California, recounted to the committee the efforts he had 
made over the past months in an attempt to determine the reasoning 
and philosophy behind the set-aside program and its accompanying 
weighted-average formula. In late January of 1956, Mr. Irwin 
traveled to Washington to discuss at first hand the current status of a 
rumored set-aside program in the Armed Services Petroleum Purchas- 
ing Agency. He discussed the situation with Colonel Gilliam, then 
Director of ASPPA. This talk included a discussion of the directive 
issued by Assistant Secretary of Defense (Supply and Logistics) 
Thomas P. Pike, on November 14, 1955, to the effect that within 60 
days implementing instructions ‘ should be adopted by the services 
to insure small business an opportunity to participate in Government 
procurement. Mr. Irwin, calculating that the 60 days had by then 
expired, requested that Senator Kuchel of your committee make 
inquiries of the Defense Department concerning the matter. This 
inquiry resulted in the almost immediate issuance by the Navy (on 
February 2, 1956) of NPD 34-201 entitled, ‘(Cooperation with the 
Small Business Administration,” and providing, under section 
34-201.5, for both total and partial small-business set-asides. The 
witness stated that he then hopefully inquired whether ASPPA could 
incorporate the features of this provision in the then pending awards 
wherein all but one of the independents were to be shut out, owing 
to the low price of foreign imports. He was informed that this was 
not practicable, but that, undoubtedly, there would be calls for sup- 
plemental requirements during the ensuing months and that in such 
supplementals care would be taken to relieve the admitted distress 
facing the independents who, as long-time suppliers of jet fuel, were 
geared to substantial continuing production. 

The witness recounted, however, that, in May of 1956, the associa- 
tion learned that, although set-asides would be included in the invita- 
tions for bid to be let June 21, 1956, the formula to be adopted in fixing 


4 Department of Defense Instruction No. 4100.9, previously referred to. 
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the price at which the small refiners would be asked to supply: this 
product was based on the weighted average of the prices for the un- 
geserved portion. Mr. Irwin stated that, although he was given full 
and ample opportunity to register a protest that such a formula was 
unfair and discriminatory, he was informed by officials of the Agency 
that they had no alternative but to enforce the weighted average on 
the set-aside portion, absent a policy change by the Department of 
Defense. The witness told your committee that he then called on 
the small business adviser for the Department of Defense, whom he 
found to be quite unsympathetic with his problem. Mr. Irwin further 
testified that he, thereupon, discussed the matter with your com- 
mittee and that a meeting was arranged with officials of the Depart- 
ment of Defense and the Smali Business Administration resulting in 
the solicitation from the Comptroller General of the United States of 
an opinion on whether a weighted-average price for the set-aside 
portion was truly a “fair and reasonable price.” 

John Mooty, director, International Refineries, Inc., Minneapolis, 
Mion.; Robert Gunn, vice president, Vulcan Asphalt Refiners’ Co., 
Cordova, Ala,; and Max J. Lewis, partner and manager, Seminole 
Asphalt Refining, Ltd., St. Marks, Fla., also testified before your 
committee to the effect that the weighted-average-pricing formula 
was oppressive to small business. 


D. POSITION OF SMALL BUSINESS ADMINISTRATION 


Donald A. Hipkins, Deputy Administrator, Small Business Ad- 
ministration, briefly explained the background of the set-aside. pro- 
gram to your committee and illustrated how the bid-matching pro- 
cedure would operate in the case where a single award is made on the 
unreserved portion. Regarding multiple awards which, under exist- 
ing regulations, bring into consideration the weighted-average-pricing 
formula, Mr. Hipkins testified as follows: 


In many cases we find that concerns bidding on the un- 
reserved portion of a set-aside procurement are unwilling or 
unable to produce the entire amount available to both large 
and small concerns. In this case, multiple awards are made, 
often at different prices. Thus, if in this hypothetical case 
the low bidder desires to furnish only 25,000 pairs of shoes at 
a unit price of $2 a pair, in order to satisfy its needs, the 
Government finds that it must award the balance of the pro- 
curement to the next low bidder at $3. The question now 
arises as to what is the fair and reasonable price at which the 
portion reserved for small business may be placed. 

The present Department of Defense regulations and inter- 
pretations have resulted almost invariably in a determina- 
tion by the contracting officer that a fair and reasonable 
price at which the reserved portion may be negotiated with 
small business is not, as one might anticipate, the highest 
award price, $3, but it is the weighted-average price, which 
in this case is $2.50. Thus, we have the anomalous situation 
in which a small business is compelled to accept a price which 
is substantially lower than the price at which the Govern- 
ment could buy more shoes, if there had been no set-aside for 
small business at all. 
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Mr. Hipkins went on to relate that the Small Business Administra. 
tion had sought the opinion of the Comptroller General concerning 
the matter and that, in a letter of August 31, 1956; the Comptroller 
General suggested that, if the contracting officer determined that @ 
weighted-average price was fair and reasonable, then an award of a 
portion of the procurement at a higher price (on the unreserved 

rtion) might not be justified, since no award can be made at a price 
in excess of the fair and reasonable price. 

Mr. Hipkins summarized the position of the Small Business Ad- 
ministration in this matter as follows: 


The Small Business Administration finds the use of the 
weighted-average method of establishing a fair and reason- 
able price most objectionable because it tends to, and often 
does, defeat the object of the set-aside program. * * * 

* * * * * 


The Small Business Administration has, over a period 
of time, urged that the weighted-average procedure for 
establishing a fair and reasonable price be abandoned as 
unreasonable. We suggest that, in the absence of other 
factors requiring consideration, awards to small business 
under the set-aside program shall be made at a price equal 
to the highest price paid on the unrestricted portion, since 

rior to making any award the contracting officer obviously 

as determined that this highest price is fair and reasonable. 

The Small Business Administration continues to be of the 
opinion that the present use of weighted-average procedures 
lessen the effectiveness of the entire joint small-business 
set-aside program. * * * 


Upon being asked, Mr. Hipkins stated that subsequent to having 
received the decision from the Comptroller General on August 31, 
1956, the SBA had written, on October 3, 1956, to Deputy Assistant 
Secretary of Defense (Supply and Logistics) Robert C. Lanphier, Jr., 
pointing out that SBA had discussed the matter of partial set-asides 
informally with members of the Armed Services Procurement Regu- 
ations Committee, who agreed that ASPR clause 3-219.5 should be 
eliminated (but upon which no action had been taken), and requested 
that Mr. Lanphier review the instruction and give consideration to its 
possible discontinuance. A copy of the Comptroller General’s deci- 
sion of August 31, 1956, was attached to this letter to Secretary 
Lanphier. 

Mr. Hipkins furnished the committee a copy of Mr. Lanphier’s 
reply, dated October 12, 1956, wherein it was stated that “the situation 
cited in your letter of October 3, 1956, is being considered with the 
objective of discontinuing the use of the weighted-average price in 
determining the fair and reasonable price on awards for set-asides.” 


E. POSITION OF THE COMPTROLLER GENERAL 


J. E. Welch, Associate General Counsel of the General Accounting 
Office, informed your committee that, in answer to a question con- 
cerning the weighted-average formula posed by the Administrator of 
the Small Business Administration, the General Accounting Office had 
taken the position that they could find no affirmative statutory pro- 
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yisions which would require that small-business awards be restricted 
or limited to prices lower than those at which awards were made on 
the unreserved portion. As regards paragraph 5 of the special bid 
instructions, 1. e.— 


5. Agreement on the part of the bidder to meet the fair 
and reasonable price shall result in award to that bidder. 

In the event that any part of the quantity set aside cannot 
be awarded to small-business concerns, the Government 
expressly reserves the right to award that quantity to the 
next lowest bidders on the unreserved quantities, whether 
small or large business. 


Mr. Welch stated that the GAO had taken the definite position that it 
would not approve such an award unless the contracting officer would 
eertify that no eligible small-business bidder would accept an award 
at that price or, of course, at a lower price. The GAO spokesman, 
asked if it was the position of the Comptroller General that the 
weighted-average procedure might be “too arbitrary and unrealistic 
to be accepted,” replied that— 


without holding specifically that it was an illegal method of 
determining a price, we did certainly imply very strongly 
that we thought that a price for meal ieaieaae which would 
be less than the highest price paid to a big business obviously 
seemed to be somewhat on the unfair side. 


Mr. Welch also indicated to your committee his belief that the statute 
indicates that the Small Business Administration has equal authority 
with the Department of Defense in the matter of a pricing formula for 
that portion of a procurement set aside for small business, 


F. DEPARTMENT OF DEFENSE POLICY 


E. Perkins McGuire, Assistant Secretary of Defense (Supply and 
Logistics), informed the committee that— 


this problem [weighted-average pricing] is one which has 
to be straightened out, not only for the good of industry 
and small business, but also for the good of the Department 
of Defense. These kinds of situations are not good in their 
impact on industry. 


Secretary McGuire added— 


I might say that, in reviewing this general area with our 
people, it seems to me that the original intention of going 
to the weighted average was not one of penalizing anybody; 
it was to assist them and possibly to be more equitable In 
doing that, certain inconsistencies have developed. I don’t 
think the Department of Defense, as such, is wedded to the 
weighted average, 


Your committee was pleased to learn this; nevertheless, in view of 
the chronology previously recited, your committee was startled to 
learn from the Assistant Secretary that the matter had not been 
presented to him for decision prior to, the date of the hearing and 
that, while he had heard one side of the case in the previous day’s 
hearings, he presumed there were two sides of the problem and he 
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would want all the facts in front of him before coming to ariy conch. 
sion. However, Mr. McGuire indicated subsequently, in a reply to 
a question by Chairman Smathers, that it “would be helpful if that 
—— could be made now.” In answer to Senator Thye’s direction 
that— 


I think it is incumbent upon you and your associates to make 
a decision and make it in the next few weeks and say: This is 
the policy. 

Secretary McGuire remarked— 


I certainly agree with you, sir, with the thought of getting 
it settled. 


The Assistant Secretary additionally assured your committee that 
he and his staff would reach a decision only after consultation with 
the Comptroller General’s Office, the Small Business Administration, 
and the staff of the Senate Small Business Committee. In concluding 
his testimony, Mr. McGuire, in answer to a question by Senator 
Kuchel on whether his decision would control if he were to decide 
that the present method were erroneous or, possibly, illegal, indicated 
that, in highly controversial matters, he believed it desirable that a 
man of Secretary of Defense Wilson’s responsibility should be con- 
sulted, as well as the Secretary of the Navy. 


G. POSITION OF IMPLEMENTING AGENCY (MPSA) 


Rear Adm. O. P. Lattu, Executive Director of the Military Petro- 
leum Supply Agency, furnished your committee with statistics re- 
flecting an increase in the awards going to small business over the last 
4 years, adding that the awards made as a result of the agency’s first 
set-aside procurement (IFB 57-5 dated June 21, 1956) were, indeed, 
“pleasing.” Admiral Lattu indicated that the Agency felt the set- 
aside program had been of benefit to small business, had been “en- 
thusiastically’’ received by small business, and that the Agency 
intended to push vigorously this program. Upon being asked about 
the enthusiasm of small business with regard to the weighted-average 
formula, the admiral, in deference to his short tenure as Executive 
Director of the Agency, elected to refer a majority of your committee’s 
inquiries to members of his staff more experienced in the field of 
petroleum purchasing. Although your committee feels that in 
theory this was a sound approach, in practice it proved unfortunate, 
in view of the inability or unwillingness of certain members of the 
admiral’s staff to furnish direct replies to fundamental questions. 
Admiral Lattu did indicate that it was the position of his Agency 
that the weighted-average formula “has been fair, unless someone 
directs us otherwise.” The admiral added that in his judgment he 
should stay with the policy on this matter as established at higher 
level. This position prompted your committee to endeavor to 
ascertain just what the mechanics were in changing a policy of this 
nature. Comdr. J. M. Malloy, special assistant to the director of the 
Procurement Division in the Office of Naval Material, and Colonel 
Fregosi, Chairman of the Armed Services Procurement Regulations 
Committee, were helpful in this connection by explaining the com- 
position and authority of the ASPR Committee. en asked if his. 
Committee could resolve the problem of the weighted-average formula, 
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Colonel Fregosi replied that such a decision would constitute major 
policy and would have to be cleared by the Material Secretaries of 
all three services, probably in collaboration with the SBA, ‘the'GAO, 
and the GSA. The colonel also testified that members of his Com- 
mittee had studied the decision of the Comptroller General and were 
agreed that something must be done. He further indicated that a 
subcommittee of the ASPR Committee had submitted a report on the 

roblem less than a month prior to your committee’s hearings and that 
the ASPR Committee was meeting as often as four times a week on the 
matter and hoped to arrive at a decision within a few weeks. 

Capt. Charles A. LaFarge, Deputy Executive Director of the 
Military Petroleum Supply Agency, read a statement to your com- 
mittee designed to present detailed background information oa the 
operation of the set-aside program in the petroleum-procurement 
agency. In order to point out that there is no substantial price 
differential between the weighted-average price and the cutoff price, 
Captain LaFarge stated that, in the Los Angeles area, the spread 
between these two factors amounted to 0.0062 (sixty-two one thou- 
sandths of a cent). He did not cite the oo tigure for other purchas- 
ing areas. Captain LaFarge additionally touched on certain matters 
testified to by industry witnesses, in an effort to clarify what he 
believed constituted erroneous information.® 

Questioning of the MPSA staff revealed that, in a procurement 
supplemental to the one of June 21, 1956, a half-million-barrel set-aside 
on the west coast was rejected by a qualified small refiner owing to 
the low price at which he was requested to supply, this price having 
been computed by the weighted-average formula. Inquiries into the 
reasons behind the 14-percent increase in the participation of small 
business in the June 21, 1956, procurement over the previous 6-month 
period revealed that, in the opinion of the MPSA staff, this was the 
result of the set-aside program rather than the fact that practically 
all small refiners were excluded from the prior bid because of the 
purchase of foreign petroleum. ‘This prompts your committee to 
question the judgment of Defense officials who had informed the 
chairman of the Senate Small Business Committee in 1954 that a 
set-aside program in the military petroleum-purchasing field was 
unnecessary. 

Efforts were made by your committee to determine the policy of 
the Military Petroleum Supply Agency regarding escalation clauses in 
its contracts. The position of your committee is that, if escalation is 
permitted the suppliers on the unreserved portion and, because of 
market fluctuations, changing world conditions, etc., these suppliers 
are subsequently escalated, the resultant change in price being paid 
the suppliers on the unreserved portion shall be reflected in a change 
of the weighted average. Your committee regrets that although five 
members of the MPSA staff addressed themselves to the committee’s 
questions on this matter, no clear-cut response was obtainable. Testi- 
mony conflict on this point, unfortunately, became so pronounced as 
to prompt the chairman to recommend that the Agency first resolve 
its mn ce on this matter internally before issuing statements for 
public consumption. 


‘ Hearings, Government Procurement—1957, before the Senate Select Committee on Small Business, 85th 
Cong., Ist sess., March 11, 12 and 13, 1957, p. 97. 
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H. DEPARTMENT OF DEFENSE DECISION 


Your committee felt that its efforts to rectify the inequities of the 
weighted-average-price system were well rewarded when, on May 31, 
1957, it was advised by the Office of the Assistant Secretary of Defense 
(Supply and Logistics) that agreement had been reached to change 
the existing policy covering the price to be paid quantities set aside 
for smal] business where multiple awards had been made on the un- 
reserved portions. Section IV-E-2 (e) of Department of Defense In- 
struction 4100.9 was amended to read, after June 3, 1957, as follows: 


(e) When the procurement of the unreserved quantities 
has resulted in multiple awards at different unit prices, 
awards for quantities set aside shall be made at the highest 
unit price of the unreserved quantities. 


I. CONCLUSIONS 


Your committee finds that: 

1. It is regrettable that, once again, congressional intercession was 
necessary before the discriminatory features of the Department. of 
Defense policy in this matter, so vitally important to smaller com- 
panies, were finally corrected. However, your committee was grati- 
fied with the early and favorable decision reached by Assistant 
Secretary McGuire, once all the facts in the matter and the views of 
your committee were made known to him. 

2. Less cooperation with and consideration of Small Business 
Administration views and recommendations was evidenced by. the 
Department of Defense in this matter than your committee cares to 
believe is normal. 

3. The inaction, or the inability to determine what action to take, 
displayed by the Department of Defense between October 3, 1956, 
when the Comptroller General’s opinion was brought to the attention 
of the Deputy Assistant Secretary of Defense (Supply and Logistics), 
and March 13, 1957, the date of the hearing, is unpardonable and is a 
regrettable commentary on the administrative efficiency of the pro- 
curement policy staffs within the Department of Defense. 

4. The policy personnel of the Military Petroleum Supply Agency 
displayed completely unsatisfactory support of the Department of 
Defense small-business program with their reluctance to initiate action 
for reappraisal of policy after this problem had been so forcefully 
brought to their attention choosing rather to ‘‘stay with the policy 
set by higher level.” 

5. The MPSA purchase of tax-free jet fuel from Aruba contributed 
to the various economic hardships being experienced by the inde- 
pendent refiners, which conditions have served to reduce the total 
number of small refineries from 35 to 18 in the west coast area alone. 

6. The Armed Services Procurement Regulations Committee and 
its subcommittee assigned to review the weighted-average pricing 
formula, apparently, were more inclined to ‘‘fight’”’ the problem than 
resolve it. The fact that a 6-month period expired between the time 
this matter was assigned to a subcommittee for study and the time 
recommendations were made, as well as the month-long deliberation 
by the full Committee (during which time no decision was reached by 
either), indicates a regrettable lack of decisiveness within the ASP 
Committee. 
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J. RECOMMENDATIONS 


Your committee recommends that: 

1. The Department of Defense give immediate consideration to all 
findings and opinions of the Comptroller General’s Office regardin 
procurement regulations on which an interpretation of the intent o 
Congress has been solicited. 

2. In all major policy decisions directly affecting small business, the 
Department of Defense collaborate and consult with the Small 
Business Administration at the earliest practicable opportunity and, 
in all events, prior to the adoption of hard and fast policy by the 
Department of Defense. 

3. Procedures be developed within the material Secretaries’ offices 
whereby the most expeditious consideration possible may be given 
small-business procurement problems affecting broad segments of the 
small-business community. 

4. A report be compiled by the Military Petroleum Supply Agency, 
for submission to your committee, depicting the total Gowesamaes 
purchases of both domestic petroleum products and foreign petroleum 
products for fiscal years 1955, 1956, and 1957. 

5. A study of the Small Business Act of 1955 be undertaken by all 
policy personnel of the Military Petroleum Supply Agency in order 
that a full understanding may be obtained of the intent and purpose 
of the Congress in this regard. 

6. The Military Petroleum Supply Agency’s policy on evaluation 
of escalation clauses in competitive, advertised bids or negotiated 
proposals be committed to writing by the Agency, and that copies be 
furnished to your Committee and to the petroleum industry in general. 

7. Procedures be adopted by the Armed Services Procurement 
Regulations Committee reasonably limiting consideration and deter- 
mination of procurement-policy matters by both its subcommittees 
and the full Committee. 


Cuaprer II. Quatiriep Propucts List ProcUREMENT BY THB 
DEPARTMENT OF THE Arr ForcE 


A. BACKGROUND DATA 


An additional matter of lasting concern to your committee has been 
the number of items being placed on qualified-products lists by the 
various military services. Items included on such lists must be de- 
signed, engineered, constructed, and satisfactorily pretested by the 
military prior to a manufacturer’s becoming “qualified” to submit a 
proposal or bid on the product required. 

The Armed Services Procurement Regulations provide that this 
pretesting requirement may be inserted in the specification for a 
product only when one or more of the following conditions exist: 

(a) the time required for testing after award would unduly 
delay delivery of the supplies being purchased ; 

(b) the cost of repetitive testing would be excessive; 

(c) the tests would require expensive or complicated testing 
apparatus not commonly available; 

(d) the interest of the Government would require assurance, 
prior to award, that the product be satisfactory for its intended 
use; 
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(e) the determination of acceptability would require perform- 
ance data to supplement technical requirements contained in the 
specifications. 

Your committee feels that the use of qualified-products lists works 
a particular hardship on smaller companies which can ill afford the 
vast expenditures generally required to build a prototype model to 
meet pretesting requirements. This hardship is often compounded 
in these days of rapid technological advancement when improvements 
on the product render obsolete the item for which the smaller firm has 
qualified even before an opportunity to participate in a contract has 
arisen. 

B. SMALL-BUSINESS COMPLAINT 


An indication of the difficulties that are involved in this type of 
rocurement was presented by B. F. W. Heyer, president of the 

ee Products Co., of Belleville, N. J., who testified before your 
committee on March 12, 1957, concerning alleged irregularities in an 
Air Force advertised procurement. This purchase covered some 
3,265 G-1 power-supply units for use in military aircraft at a total cost 
of roughly $660,000. Mr. Heyer described these units as basically 
uncomplicated, being composed of only three main elements and easily 
susceptible of manufacture by any experienced supplier. 

Mr. Heyer informed your committee that the bids issued on Novem- 
ber 27, 1956, were to be opened on December 27, 1956, or within the 
relatively short span of 30 calendar days. Mr. Heyer added that, 
although he had received notice of this impending procurement on 
October 29, 1956, not until he received his bid set on November 30 
was he informed that this article was listed on the Air Force’s qualified- 
products list, requiring prior testing of units the contractor desired to 
supply. 

Mr. Heyer stated to your committee that he believed the action 
taken by the Air Force in this procurement was in violation of sections 
2 and 3 of the Armed Services Procurement Act, deprived the tax- 
payers of the benefit of low prices resulting from competition, and, for 
all practical purposes, prevented small-business participation. 

Mr. Heyer advised your committee that this power-supply unit did 
not meet the stringent tests necessary to place the item on a qualified- 
products list, since any experienced electrical-equipment manufacturer 
could produce the item, and, further, that the urgency of the require- 
ment was materially lessened owing to the fact that delivery would 
run into 1958. Mr. Heyer stated that it would cost him between 
$15,000 and $25,000 to engineer and build a unit in order to apply for 
inclusion on the qualified-products list, with no assurances that the 
week following his qualification new specifications would not be 
adopted, rendering his investment a complete loss. Mr. Heyer added 
that most small firms do not have large research and development 
budgets to enable them to experiment with items for which the 
military requires a prototype model. 

Mr. Heyer informed your committee that this was not the first 
instance wherein he had encountered difficulties with military pro- 
curement procedures. He cited several prior cases involving “or 
equal”’ specifications, ‘‘bit sample” requirements, inadequate specifica- 
tions, and, in one instance, a procurement (for ground power supply 
units) which contained a provision that only the bids of those suppliers 
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on the qualified-products list would be considered, which invitation 
was issued at a time when there was only one qualified-products list- 
approved manufacturer. Mr. Heyer stated that in that specific case 
the Air Force realized the impropriety of having no competition for 
the procurement and, subsequent to the complaint by Heyer Products 
Co., split the procurement, negotiating one-third of it with the sole- 
source manufacturer to take care of the immediate requirements, and 
readvertising the remaining two-thirds under competitive bid con- 
itions. 

othe witness stated that he did not feel it proper for prospective 
bidders to have to resort to administrative relief at high levels in these 
matters but that he welcomed this opportunity to testify before your 
committee in the hope that permanent corrective action could be 
obtained. 

Mr. Heyer added that he was aware that the Air Force position in 
the matter was that several manufacturers had submitted units for 

ualification testing and that these firms had experienced inordinate 
Adare in completing their tests. He was of the opinion that the delay 
was not the result of any difficulty in building the unit but, rather, in 
arranging for Air Force personnel to conduct and complete the testing 
operations. The witness stated that the Air Force insists on running 
these tests itself, rather than permitting the supplier to have tests 
made at private testing facilities, under Government supervision, as 
would be the case in “first-article approved” procurement. Mr. 
Heyer cited cases wherein his company had furnished the Air Force 
certain items where it took, in one instance, 2% years to get the item 
approved and, in another, 1 year to have the item approved for in- 
clusion on a qualified-products list, though the actualal physical 
testing required only 30 to 45 minutes. 

In tracing the history of this procurement, which the witness 
believed indicated a pattern of studied favoritism, Mr. Heyer told the 
committee that his information on the case indicated that the Air 
Force had purchased from General Electric 39 of these power-supply 
units in January of 1955 on a negotiated basis. This, he could under- 
stand, it being the first procurement of the item. The second pur- 
chase, of 1,459 units from the Federal Telephone Co. in January of 
1956, was similarly negotiated, rather than competitively advertised. 
In March of 1956 Chatham Electronics, another large company, 
succeeded in developing a lighter unit, which the Air Force, after 
checking, had new specifications written around for placement on the 
qualified-products list in May of 1956. Mr. Heyer contends that this 
was in violation of the Armed Services Procurement Regulations 
which require that “opportunity shall be given’ and ‘‘manufacturers 
urged” to qualify, and that “publicity shall be given’’ intentions by 
the military to place an item on a qualified-products list. This 
pattern came full circle, according to Mr. Heyer, when the Air Force 
negotiated a contract with Chatham for 1,100 units, Chatham then 
being the sole source of supply for the lighter unit. Mr. Heyer added 
that the Air Force invited three other large companies to enter into 
negotiations at that time, but that, since none of these firms had 
qualified their products, this must have been merely “‘window-dress- 
ing.”’ 

Mr. Heyer further contended that, in connection with the instant 
procurement (of 3,265 units), the Air Force sent out over 100 bid sets, 
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comprising almost 150,000 pieces of the taxpayers’ paper, when the 
Air Force had full knowledge that only 1 supplier had qualified jtg 
product at that time, and that, because of the time factor involved 
only 2 or 3 of the recipients of the bids could possibly have qualified 
prior to the bid opening. He believed that this subterfuge of soliciting 
from manufacturers or suppliers bids which the Air Force had no inten- 
tion of considering was highly wasteful, reckless, and manifestly unfair 
to the suppliers concerned. 

Mr. Heyer additionally testified that the specifications contained in 
the original bid were impossible of accomplishment. He pointed out 
that in one part of the specification a rectifier made of “selenium,” g 
rare earth which permits current flow in only one direction, wag 
required. In another portion of the specification it stated that the 
rectifiers could not produce “acrid smoke,’’ which requirement was 
later changed (the day before the opening of the bids) to “toxic 
fumes.” Heyer Products Co., in its effort to purchase rectifiers which 
would meet the requirements, were informed by both Westinghouse 
Electric Corp. and International Rectifier that a selenium rectifier 
could not be utilized and still comply with the specifications as written, 
Heyer Products subsequently had an industrial hygienist for the 
Liberty Mutual Insurance Co. run a test on this factor, with the 
following conclusions: 


1. An acrid odor that affected the upper respiratory tract 
was produced when the rectifier was destroyed and remained 
in the test room until properly aired. 

2. The hygienic standard of 0.1 milligrams was approached 
when the 18-plate 6%- by 7%-inch rectifier was destroyed. 

3. The test-room area and construction did not represent 
conditions that would exist in an aircraft but indicates that 
additional studies are required under simulated conditions. 

4. Within 25 seconds at 1,000 amperes the rectifier (18 
plates, 6%- by 7%-inch) was destroyed and visible sparks were 
produced. 

5. The destroyed rectifier that approached the unsafe con- 
centration was less than half the area of the type that is used 
in a military aircraft. 

Mr. Heyer concluded his testimony by suggesting that the Air Force 
could assist small business by revealing previously manufactured 
equipment to them, if available and not patented, thereby making it 
less costly from the engineering standpoint for the smaller companies 
to duplicate and furnish the desired items. Further, it was suggested 
that, in view of the preaward survey made of the facilities of all success- 
ful bidders, as well as the assignment of Air Force inspectors to such 
plants, a first-article approved method for supplying highly technical 
and vital items would provide adequate safeguards for the military 
and greatly reduce the administrative, engineering, and financial 
burdens on the smaller manufacturers. 


C. AIR FORCE RESPONSE 


Max Golden, Deputy to the Assistant Secretary of the Air Force 
(Materiel) ; Brig. Gen. V. R. Haugen, Deputy Commander for Develop- 
ment, Wright Air Development Center; and Col. James J. Treacy 
chief, Procurement Policy Division, Air Force Headquarters, presented 
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ur committee with the Air Force views on this matter. The Air 
et representatives informed your committee that there was nothing 
new about the qualified-products-list procedure, that specifications 
describing ® new item are prepared when Air Force requirements 
dictate a need, and, if 1 or more of the 5 conditions (See listing, 
second paragraph, ch. II) are present, a qualification-test require- 
ment may be incorporated into the specifications by the cognizant 
Air Force laboratory. This is then reviewed by Air Materiel Com- 
mand officers and by the Directorate of Engineering Standards, 
WADC, the former being responsible for notifying all manufacturers 
known to have an interest in the item. The Air Force spokesmen 
further indicated that, as new scientific breakthroughs occur, speci- 
fications may be changes to take advantage of significant advances. 
It was additionally pointed out that all specifications calling for 

ualified-products-list testing are clearly identified in the Index of 
4 cifications and Related Publications—Department of the Air 

orce. 

Your committee was advised that these lists and related specifica- 
tions are subject to a semiannual review, the last of which revealed 
that 177 of these specifications had had the qualified-products-list 
requirements eliminated. 

egarding the instant problem, your committee was informed by the 
Air Force witnesses that the G—1 power units, which convert AC elec- 
trical power to DC, are vital to the operation and safety of B-52 and 
KO-135A aircraft, and that the original specification on this item 
(MIL P-7212) was issued on July 16, 1951. These were purchased 
by the Air Force for use in the B-36 program, the last purchase for 
this purpose being in fiscal year 1953. In connection with the B-52 
program, from its inception until July of 1954, these units were pro- 
cured from General Electric and Federal Telephone & Radio under 
Boeing specifications as contractor-furnished equipment. In mid-1954 
the Air Force reassumed responsibility for the procurement of these 
ower units for the B—52 program and subsequently negotiated with 
eneral Electric and Federal Telephone & Radio in January of both 
1955 and 1956 for 39 and 1,459 units, respectively. At this time, the 
Air Force officials continued, they were pursuing an aggressive weight- 
reduction program. Several companies had tried for some time to 
produce a lighter-weight power-supply unit, and Chatham Electronics 
Co. succeeded in developing a significantly lighter unit (17 pounds 
versus 28.5 pounds) shortly before March of 1956. On this lighter 
equipment, ARDC issued a new specification, subsequently placing 
the item on the qualified-products list in May of 1956. Prior to that 
time, Westinghouse, Bendix, Bart Messing, General Electric, and 
Federal Telephone had all displayed considerable interest in producing 
a unit of this type and, consequently, were notified that it had been 
placed on the qualified-products list. In July, shortly after Chatham’s 
eee negotiations were initiated for 1,100 units with Chatham, 
eneral Electric, Federal Telephone & Radio, and Bart Messing, the 
last 4 companies then making efforts to qualify their units. According 
to the Air Force, Chatham not only was the sole manufacturer to have 
es at that time but was also the low offerer among the companies 
solicited. 

With respect to the instant procurement under complaint, the Air 
Force representatives informed your committee that they had sent 
notices to 139 possible producers, requesting indications of interest in 
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being furnished a bid set. Some 79 companies replied affirmative} 
with an additional 31 companies, not on the original list, subsequentie 
requesting and receiving bid invitations. On November 27, 1956 
the actual bids were sent out, with the Air Force having full knowledge 
that Chatham was the only firm which had qualified its product. The 
procuring group was, therefore, faced with the problem of the best 
of 3 possible procurement methods, i. e.: a sole-source negotiation 
with the only qualified producer; an advertised bidding with a require- 
ment for “first-article approval”; or, as was eventually followed, an 
advertised bidding under QPL procedures. The Air Force spokesmen 
stated that even though only Chatham had actually qualified, Federal 
Telephone, General Electric, and Bart Messing had units in for 
qualification and could have “crashed through” and qualified prior 
to the bid opening. This is what occurred in the case of Federal 
Telephone’s qualification, and tbe Air Force representatives pointed 
out that it was actually Federal Telephone, and not Chatham, that 
was the eventual successful low bidder on the subject invitation. 

The Air Force officials stated that, whereas they believed this item 
was justifiably included on the QPL, they were, in fact, not satisfied 
with all aspects of the procurement. They did feel that a mistake 
had been made in not generally circularizing the industry during, or 
shortly after, May 1956, when the item was first placed on the QPL. 
Similarly, it was the consensus of the Air Force representatives that 
an additional error was made in sending notices to prospective pro- 
ducers concerning the availability of bid sets when it was obvious 
that the unit desired could not be engineered, constructed, and tested 
within the short span of 30 calendar days. 

On the point of impossible specifications raised by Mr. Heyer, 
General Haugen submitted for the record a technical memorandum 
entitled “Health Hazard of Selenium Rectifiers,” the conclusions of 
which are as follows: 


1. The use of selenium rectifiers in airborne transformer 
rectifier power supplies does not constitute a health hazard 
to flight personnel should a rectifier burnout occur. 

2. The size of the rectifier has no bearing as to the quan- 
tity of fumes emitted during rectifier burnout. Comparison 
of results of this study to the previous studies made with 
small rectifier units show that it is possible to produce an 
equal or greater amount of fume emission from burnout of 
small-size rectifiers as from large ones. 


General Haugen also indicated to the committee that the Air 
Force testing of items on a QPL actually involves two series of tests. 
The first is the one made by the manufacturer himself, or a com- 
mercial laboratory, which can be submitted to the Air Force, and 
where a decision is made whether the Government is justified in 
making expenditures to run a further test. The general stated that 
quite often the evidence submitted by the man producing the item 
is deemed satisfactory, thereby eliminating the second qualification 
run and expediting final approval. 

Mr. Golden and Assistant Secretary Dudley C. Sharp assured your 
committee that it was the intention of the Air Force to protect the 
American free-enterprise system by distributing their contracts prop- 
erly among small and large industries and that, although it might be 
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easier to give their business to a few large companies, they knew 
they wouldn’t “get the results that way” nor would it satisfy “the 
Air Force’s need for defense and the Nation’s need for a strong 
economy.” 

D. CONCLUSIONS 


Your committee finds that: 

1. The “mistake” the Air Force concedes it made by not circulariz- 
ing industry at the time the power-supply unit was placed on the 
qualified-products list was a fundamental violation of existing procure- 
ment regulations. Not only did this error in judgment exclude a 
vitally interested small supplier, but competition in general was greatly 
restricted, and any potential expansion of the mobilization base was 
negated. Your committee feels that the Air Force notice to only six 
companies that the item had been placed on the QPL can hardly be 
considered a “‘circularization” of industry, as required by existing 
procurement regulations. 

2. In view of the recent decision by the Court of Claims (140 F. 
Supp. 409) that bidders are entitled to sue the Government for the 
costs of preparing bids when the requesting agency has no intention 
of considering such bids, the solicitation by the Air Force of more than 
100 companies, none of whom could possibly have qualified its product 
within the short period of time permitted in the bid invitation, was 
patently inefficient, wasteful of the taxpayers’ money, and, in view of 
the inherent damages which could be sought, highly prejudicial to the 
best interests of the Air Force. 

3. The “minor” changes to three items in the specifications made 
by the Air Force the day prior to the opening of bids, can only be 
viewed by your committee as a meaningless effort on the part of the 
Air Force to set its barracks in order after the inspection had begun. 
The only other possibility that occurs to your committee, in view of 
the requirement that suppliers qualify their products before the open- 
ing of the bids, is that these changes were introduced in order to 
qualify one or the other, or both, of the two ultimately responsive 
bidders. In either event, your committee feels that a change in 
specifications on the 29th day of a 30-day offering is both highly 
irregular and improper. 

4. The semiannual review by the Air Force of its “Index of Specifi- 
cations and Related Publications—United States Air Force” for the 
purpose of reducing qualified-products-list requirements on the speci- 
fications therein, is the type of administrative action concerning 
QPL’s with which your committee heartily agrees. 

5. The procedures and schedules for testing QPL items currently 
being utilized by the Air Force warrant review and study by cognizant 
Air Force personnel. Your committee was left with the unchallenged 
impression that the limited testing facilities at Wright Field often 
work a hardship on the small supplier endeavoring to obtain approval 
for his product. 

6. The joint program planned by Headquarters Air Materiel Com- 
mand and the Wright Air Development Center to publicize QPL 
data through trade magazines, manufacturers’ associations and 
individual letters to suppliers is commendable. Your committee 
regrets only that the proposed program was not initiated earlier, 
thereby precluding the unfortunate circumstances which occurred in 
connection with the instant procurement, 
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7. The efforts by the Office of the Assistant Secretary of the Air 
Force to justify and defend the improper actions of the procurement 
officials in this matter, far exceed the efforts by these same procure. 
ment personnel to adhere to existing procurement regulations and 
appropriate Department of Defense directives, 


E. RECOMMENDATIONS 


Your committee recommends that: 

1. In view of the highly restrictive nature of qualified-products-list 
procurement, the greatest possible care be taken by both engineering 
and procurement personnel to justify thoroughly the necessity for 
subjecting items to this procedure. In this connection, it is further 
recommended that the Air Force issue to all purchasing activities a 
memorandum concerning the competitively restrictive nature of 
QPL procurement. 

2. if after thorough review, it be concluded that ‘“‘first-article 
approved” and similar procurement safeguards are deemed insufficient, 
thereby necessitating the utilization of a QPL, each and every pro- 
vision set forth in the Armed Services Procurement Regulations 
covering qualified products be adhered to rigidly. 

3. The Assistant Secretary of the Air Force (Materiel) take appro- 
riate action with regard to the Air Force policy personnel responsible 
or the violation of section 2-503 of the Armed Services Procurement 

Regulations concerning the circularization of industry, which occurred 
in this matter. 

4. The Assistant Secretary of the Air Force (Materiel) take appro- 
priate action to insure against any recurrence of the administrative 
error which resulted in some 110 bid sets being sent to suppliers who 
could not possibly have submitted responsive bids. 

5. The Wright Air Development Command widely publicize, 
throughout appropriate industry circles, the Air Force policy expressed 
by General Haugen regarding Air Force acceptance of commercial 
testing reports. 

6. Exhaustive efforts be made to reduce the backlog of testing 
applications awaiting processing at WADC, with a ner thereon 
being made to this committee by not later than November 15, 1957, 
reflecting the test applications outstanding on March 15, 1957, and 
October 15, 1957, respectively. 

7. The Air Force aggressively pursue the program to stimulate 
industry participation in qualified-products-list requirements, referred 
to in Colonel Treacy’s prepared statement. 


CuaptTer II]. Wearon-System Concert or ProcuREMENT— 
DEPARTMENT OF THE AIR FoRCE 


A. BACKGROUND DATA 


Over the past few years your committee has been increasingly con- 
cerned with the trend in the military services, particularly in the De- 
partment of the Air Force, to shift procurement responsibility for 
many components and items from their purchasing and contracting 
personnel to the large, prime contractors assigned overall manage- 
ment responsibility to develop and produce the exceedingly large and 
complex items currently required in our defense efforts. This pro- 
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cedure has come to be known as the “weapon-system concept of 
procurement.” 

Your committee has felt that this emphasis on contractor-furnished 
equipment, as opposed to Government-furnished equipment, must be 
closely monitored by the military services, to insure against complete 
loss of control over procurement procedures designed to assist vari- 
ous segments of our economy, such as small business, disaster and 
surplus-labor areas, and the like. 


B. SMALL BUSINESS COMPLAINT 


Examples of the difficulties presented to small business as a result 
of the current emphasis upon contractor-furnished equipment were 
cited before your committee on March 13, 1957, by H. C. Johnson, 
Jr., president of the National Die Casting Corp., of Chicago, Ill. Mr. 
Johnson, accompanied by H. C. Johnson, Sr., informed vour com- 
mittee that over the years his firm had performed on approximatel 
$8.8 million of prime contracts for the Air Force, his firm was, in a 
cases, the low-cost producer among the several companies manufac- 
turing the same type article, and had never been in arrears on a Gov- 
ernment contract; yet, they had seen their contracts with the Air 
Force diminish from $1.38 million in 1953 to $20,000 in 1956, and to 
nothing in 1957. 

Mr. Johnson stated that small business was being ‘excluded from 
bidding on equal terms with big business” and that the door through 
which big business was monopolizing Air Force contracts was the 
weapon-system concept of procurement. 

Mr. Johnson stated that other Government regulations, such as 
renegotiation, also contributed to the material advantages presented 
the large firms by the weapon-system concept. He pointed out that, 
since profits of tho big companies are renegotiated on a yearly basis 
rather than on a contract-by-contract basis, a large firm, with sizable 
profits on one Government contract, gencrally covering an item for 
which they are the sole-source supplier and consequently can dictate 
the price, can afford to bid below break-even costs on a research and 
development contract or on ® contract necessitating large expenditures 
for initial tooling. In the first instance, the resultant loss is averaged 
out with their profits on other contracts throughout the year, reducing 
their renegotiation liability and placing them in a privileged position 
to get the production contracts growing out of the research and 
development award. In the second instance, this procedure permits 
the big firm to be more than equally competitive for subsequent 
— covering the item for which they have been previously 
tooled. 

Regarding the difficulties his firm had encountered as a result of 
procurement techniques, Mr. Johnson informed the committee that, 
after the weapon-system concept went into effect, his firm found it 
very difficult to secure contracts, with the resultant decline in awards 
previously indicated. The witness stated that, when he went to the 
Air Force after the advent of the system, he was informed that many 
of the items his firm had made were no longer being purchased by the 
Air Force but rather were being procured by the weapon-system prime 
contractor. His representatives were told to contact each of the large 
airframe manufacturers if they wanted to receive any contracts. Mr. 
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Johnson said that, in an effort to comply with this new procedure 
his firm sent out 63 letters to prime Air Force contractors, to which 
they received 11 replies, all indicating no interest whatsoever in the 
services of his firm. He stated that, in the face of continued procure- 
ment at the rate of $30 billion per year, this could only indicate that 
the large contractors did not want to place their work outside their 
own plants. 

Mr. Johnson, after informing your committee that his firm had 
been forced to lay off half of its employees because of lack of work, 
stated that the item they had been producing during an emergency 
period was still being procured by the Air Force as recently as a year 
ago, but only from the original designer of the item. He added that 
the renewal of his licensing agreement was objected to by the original 
designer, since a dual source of supply, with the accompanying com- 
petition, was unwanted. Mr. Johnson pointed out that the initial 
price on this item to the Government by the original designer, was 
$130, against his (Mr. Johnson’s) initial price of $86 and, in a subse- 
quent bid, $76.40. 

The industry witness informed your committee that, in his opinion, 
the reason why his firm could not obtain subcontracts from weapon- 
system prime contractors, and why they received a negative reply 
from the 63 companies they had contacted, was that, in many cases, 
it was to the definite advantage of the primes not to subcontract in 
order to obtain fast tax amortization for expanding plant facilities. 
Mr. Johnson cited as an example of this, which had affected his own 
company, the construction of a plant at Davenport, Iowa, by the 
Bendix Aviation Corp. to manufacture, among other things, the same 
oxygen reguiators previously made by his firm and 3 or 4 other 
suppliers. On this point Mr. Johnson pointed out the danger to the 
civilian economy inherent in this procedure, as follows: 


Now, with an economy in which a small group of these 
companies can get their plants, or portions of their plants 
and portions of their machinery, written off at the taxpayers’ 
expense, allowing them to bid more competitively on civilian 
work, it gives them a tremendous civilian advantage. That 
is why we see today these constant mergers, the constant 
going out of business of the smaller companies. 

The fact is that there have been more and more business 
failures in small business. In the last year small business’ 
share of military contracts went down 5 percent, from 25.3 
down to 19.6. Those are things I think everybody is con- 
cerned with, and something every taxpayer, every employee 
of small business and medium-sized business, has to consider 
very carefully. 

I think that we could have a real curl-your-hair depression 
in this country if this situation continues, because we have 
such a situation in the midst of plenty. The fact that we 
have a high gross national product, that the smaller com- 
panies are not getting in on it, and it is due to the fact that 
Government buying policies give such an advantage in the 
civilian line to big business, is not conducive to a healthy 
economy. 


To correct this condition, Mr. Johnson suggested that in the future 
it might be helpful, when an application for a fast tax writeoff is sub- 
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mitted, for the Small Business Administration to certify that there 
does not exist in that area or nearby vicinity, comparable facilities 
that could produce the same item. 

The witness concluded his testimony by pointing out to the com- 
mittee the basic administrative difficulties presented to a smaller 
firm as a result of the weapon-system-procurement technique. Mr. 
Johnson and his father described this additional procedural difficulty 
as follows: 


Mr. Jonnson, Jr. * * * when the weapons system came 
in we had a military division set up. e had over 100 
employees working on this type of article and we were looking 
for more of the same type of articles, 

Just at the time we were looking for more of the same type 
of articles, since we could have used more work of that type, 
the weapons-system procurement change went in, and 
Wright Field told us, ‘Frankly, we have nothing for you. 
If you want to continue work of a military nature, the thing 
for you to do is make your investment for tooling up some 
job. Pick any job that you like, tool up, and see if you can’t 
sell it to one of the airframe manufacturers.” 

But that would require us to go to each one of maybe 11 or 
15 different manufacturers to sell this article. 

The other thing that makes it a little difficult for us to do 
that, even if we elected to hire 11 men to go around and 
call on each one of these, was that we had no way of knowing 
what the overall requirements of these 11 manufacturers for 
this particular item would be. We didn’t have the contacts 
with each of these 11 companies, whereas the big business 
supplier, whose business is selling airframe manufacturers a 
lot of different items, has these men already there, and has 
the means of finding out what all the requirements are. 
This enables them to bid much more intelligently than a 
small-business man who is bidding in the dark, not knowing 
whether the total of 11 companies are going to use 50 items 
or 5,000 items a month. 

Mr. Weapock. Before this weapons system went into 
effect, were you able to go to a single Air Force procurement 
center and ascertain what the requirements were for prac- 
tically all of these people? 

Mr. Jounson, Jr. That is exactly right. 

Mr. Jounson, Sr. We could contact the procurement 
officer at Wright Field, and then we could work through him. 
When it came to this new system, they objected to it, because 
that cut their buying out, since they wanted to control it 
themselves. 

We were told by them at that time that they were losing 
the control of the buying, that it was going to be in the hands 
of these larger prime contractors. They suggested the only 
way we could get any business was to go to the large con- 
tractors. 


Cc. SMALL BUSINESS ADMINISTRATION VIEWS 


Donald Hipkins, Deputy Administrator of the Smiall Business 
Administration, after describing the weapon-system concept as it is 
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understood by that agency, advised your committee that inherent in 
the use of the weapon-system method of procurement were certain 
features which may operate to the detriment of small manufacturers, 
On this particular point Mr. Hipkins stated: 


* * * For example, Congress has passed laws and pro- 
curement regulations have been designed to carry out the 
mandate that small business receive a fair share of the mili- 
tary procurement dollar. Examples are the small business 
set-aside program, the certificate of competency program, the 
existing Department of Defense small-business programs and 
regulations, and the free and open competition brought about 
by the basic requirement of the procurement laws that con- 
tracts be let through advertising. Not all of these can be 
extended, nor can they be imposed on prime contractors in 
dealing with their subcontractors. Thus, it may be said that 
the weapons-system method of procurement can be utilized 
to avoid not only the effect of these programs and laws, but 
also the responsibility for carrying out the small-business 
programs established by Congress. 


Mr. Hipkins also pointed out that, if extended, the weapon-system 
method could have a serious, limiting effect on competition, not only 
among the big companies for the large, prime contracts but on smaller, 
component suppliers as well. Mr. Hipkins pointed out that the 
Small Business Administration is charged with the responsibility of 
obtaining for small business a fair share of the procurement dollar 
but that under the weapon system, the prime contractor, and not the 
Government or an agency thereof, determines what work will be 
performed in the facilities of the prime contractor and what work 
will be subcontracted to small business. 

While granting the need for the weapon-system method of procure- 
ment for certain types of items, Mr. Hipkins cautioned that the use 
of this method should be closely related to the necessity for its use 
and such benefits as might accrue by dealing with the more efficient 
contractors. Because of the difficulties and potential detriment to 
the small-business community in a broad use of the weapon system, 
Mr. Hipkins told your committee that it was the recommendation of 
the SBA that this method of procurement be limited to those large 
and complex items on the Office of Defense Mobilization preferential 
planning list which it has been determined cannot be produced by 
small business. 

D. AIR FORCE POSITION 


Dudley C. Sharp, Assistant Secretary of the Air Force for Materiel, 
accompanied by Max Golden, Deputy Assistant Secretary; Lt. Gen. 
C. S. Irvine, Deputy Chief of Staff for Materiel, and Kennard Weddell, 
small business adviser for the Air Force, appeared before your com- 
mittee to present the views of the Air Force on this controversial 
matter. Mr. Sharp, after reassuring the committee that Air Force 
procurement procedures are under constant study to insure that they 
are not detrimental to small business, stated that the Air Force 
believes that procurement of complete weapon systems is not only 
sensible procurement but that it is vital to their getting into the 
operational inventory, in the shortest possible time, complete weapon 
systems with built-in performance, 
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Secretary Sharp described a “weapon system” and “support 
systems” for the committee as follows: 


Usually it has one type or another air vehicle as its major 
element, with its communications, fire control, and arma- 
ment, The complete system also includes all related ground 
support equipment, and specialized services and personnel 
required for the operation of the air vehicle as an effective 
instrument of combat. However, air vehicles are not neces- 
sarily involved. There are some weapon systems, often 
called “support” systems, which are not instruments of 
combat but nevertheless perform a clearly defined function 
in support of an Air Force mission. For example, air-sea 
rescue or early warning systems. For our purposes we will 
consider them all as weapon systems. 


The necessity for the overall plan of action commonly termed the 
weapon-system concept, Mr. Sharp explained as follows: 


It must be obvious that if any part of a modern air vehicle, 
or if any part of the composite which makes it an instrument 
of combat, is lacking or malfunctions, the combat effective- 
ness is zero. The unit becomes inoperable. To pinpoint 
the responsibility for the integration of such a complex, and 
for the proper phasing of all the elements into an effective 
end product for the inventory at the time it is needed, the 
Air Force has found it necessary to employ a competent 
weapon-system contractor. It then becomes the responsi- 
bility of this contractor to see that all elements of the weapon 
system are adequately designed, tested, and produced on 
schedule to meet the Air Force needs. The weapons-system 
contractor is primarily a coordinator, although he usually 
assembles the components and may produce some of the 
parts himself. 


Mr. Sharp stated that this concept was merely a recognition that 
effective procurement must keep pace with the evolution of highly 
complex weapons and the great technological advances in weapons 
currently taking place. The management responsibility for the 
planning and scheduling of a complete combat device must be placed 
with the best qualified sources. r. Sharp stated that the requisite 
high management skills and experience cannot be found in adequate 
quantity in the Air Force and must be sought from industry, hence the 
contracting for such management responsibility with weapon-system 
contractors. 

Mr. Sharp pointed out that, although the contractor has manage- 
ment responsibility, the Air Force is still responsible to the Congress 
and to the Nation for the successful performance of its overall mission. 
The contractor is maintained and controlled through the Air Force 
Weapon System Project Office, comprised of representatives of the 
Air Force Research and Development and Air Materiel Commands. 
This office makes it abundantly clear to the weapon-system contractor 
that he has no right to concentrate work in his own plant nor to 
abrogate subcontracting programs fostered by the Air Force. 

Mr. Sharp additionally pointed out that in almost every system 
there are many associate contractors for subsystems, plus numerous 
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items of Government-furnished equipment, all contracted for directly 
by the Air Force. 

Turning to the direct effect on small business of the concept, Secre- 
tary Sharp informed your committee that the weapon-system con- 
tractor, associate contractors, and contractors supplying Government- 
furnished equipment are all required to submit their proposed sub- 
contracting structures for Air Force review and approval during nego- 
tiations and prior to the award of their contracts, and that the Air 
Force, “by the exercise of every power within its means,” actively 
discourages prime contractors, as well as the major “subs,” from ex- 
panding their facilities in order to self-produce what they could sub- 
contract. Mr. Sharp went on to explain that the Air Force small- 
business prime contracting program also applies to items which may 
be a part of a weapon system and that small concerns are given as 
full consideration as any other qualified company for the role of 
associate prime contractor on subsystems or components for which 
associate contractors are selected. 

Mr. Sharp brought out in his testimony the fact that many of the 
Government-furnished-equipment items for weapon systems are with- 
in the production capabilities of small business and in such cases 
small businesses are used to the maximum extent possible. In this 
connection the Assistant Secretary noted that the Air Force has as 
many small firms operating on prime contracts for noncommercial 
items today as they had at the height of the Korean build-up. The 
Secretary stated that he could find no evidence, in the prime con- 
tracting area, where the weapon-system concept, as used in the Air 
Force, has any adverse effect on small business receiving contracts 
direct from the Air Force. 

Mr. Sharp also described the “very aggressive small-business 
subcontracting program” which the Air Force has carried out for 6 
years in cooperation with their large prime contractors, all of whom, 
including those connected with weapons systems, have subscribed to 
the program and are actively engaged in carrying it out through their 
respective purchasing departments. 

In concluding his testimony, Secretary Sharp stated as follows: 


I naturally do not wish to leave the impression with the 
committee that we have reached the height of perfection in 
our small-business activities or that our present concept of 
weanons-system procurement is the answer to all of our 
problems. As the technological evolution of air weapons 
continues, our procurement practices must be watched to 
determine their adequacy under new circumstances, and 
changed if need be. In the same way our small-business 
program in both the prime contracting and subcontracting 
fields is under continual evaluation by my office and the Air 
Staff, with a view to determining practical ways and means 
of making it more effective. 

Kennard Weddell, Air Force small business adviser, informed the 
committee that the Air Force had been conducting a study for several 
months to determine the extent of the transfer of items from the area 
of Government-furnished aircraft equipment, which the Air Force 
would purchase from suppliers directly, to contractor-furnished 
equipment, which the prime contractor would procure for subsequent 
introduction into the weapon system he was producing, 
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In addition to determining the statistical findings regarding such 
transfers, according to Mr. Weddell, the Air Force was also interested 
jn determining whether an item which had been transferred from 
Government-furnished-equipment lists to contractor-furnished equip- 
ment had been taken away from small suppliers and was, in fact, 
being manufactured by the contractor himself. Mr. Weddell stated 
that his preliminary statistics revealed that out of 1,700 items of 
Government-furnished aircraft equipment only 36 had been trans- 
ferred to contractor-furnished-equipment lists. He also indicated 
to your committee that there were many CFE items coming back to 
GFAE lists as a result of the Air Force standardization program. Mr. 
Weddell indicated that he would furnish the committee complete 
information on the results of their study, in the near future. 

A dispute between Mr. Weddell and Mr. Johnson concerning the 
best method by which a small firm could make known its interest in 
acting as a supplier to the Air Force, your committee believes, must 
be resolved in favor of the military. The current system, whereby a 
small supplier might approach any one of the 18 strategically located 
Air Force district offices and be advised by a trained and experienced 
small-business specialist concerning the requirements of all 14 Air 
Force major purchasing centers, would appear to be an efficient and 
workable procedure and of material assistance to the small-business 
man. 

E. NAVY POSITION 


Adm. E. W. Clexton, Chief of Naval Material, submitted for the 
record a copy of his March 8, 1957, letter to the committee chairman 
on the subject of weapon-system procurement. Admiral Clexton re- 
marked to your committee that it was his feeling that the key to 
success for small business in the weapon-system concept was the policy 
of the prime contractors in that, if the primes could be made to adopt 
Department of Defense policies on this, small business would Be 
assured of its fair share of the program. 

Admiral Clexton also advised the committee that it was not the 
policy of the Department of the Navy to build plants for contractors 
“to put them in other businesses to take over somebody else’s type of 
business.” Secretary Sharp, for the Air Force concurred in the 
admiral’s statement. 

In correspondence subsequent to the public hearing, between Sena- 
tor Smathers and Assistant Secretary Sharp, it was brought out that 
an additional factor permitting Air Force control of subcontracting 
structures is the close review of each contractor’s request for expansion 
of his development and production facilities. This, he is denied if it 
is determined by the Air Force that such facilities would be outside 
the contractor’s normal scope of operation. 

The Air Force also pointed out that, whereas it was true that no 
small firms had been awarded associate prime contracts to date, some 
145 small businesses were manufacturing components for weapon 
systems as Government-furnished aircraft equipment or Government- 
furnished equipment items. 

Subsequent to the hearings, Assistant Secretary Sharp, questioned 
further about his testimony that $560,136,000 worth of prime con- 
tracts were outstanding to small concerns as of December 31, 1956, 
replied by letter that this amount constituted only 1.3 percent of the 
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$41.8 billion face value of all contracts outstanding on that date. Mr, 
Sharp pointed out that a possible explanation for this was that con. 
tracts with small firms were generally completed in 12 to 18 months, 
while contracts for airframes, jet engines, guided missiles, etc., making 
up the bulk of Air Force procurement, generally took several oma 
for completion. 
F. CONCLUSIONS 


Your committee finds that: 

1. Although there is an undeniable need for the weapon-systems 
method of procurement for certain types of highly technical and 
complex items, it is an inescapable fact that the intent of Congress 
that procuring agencies take steps to insure that small business receive 
a fair share of the Government contracts is to an appreciable extent 
negated as a result of this contracting method. The small-business 
set-aside program, the certificate-of-competency program, the basic 
Sanribaeak lan } that contracts are to be let via competitive adver- 
tising, all of which were established or approved by Congress, are 
obviously circumvented by this procedure as presently administered 
by the military services. Under weapon-system procurement, the 
prime contractor, with full management responsibility, and not 
representatives of the Government, have the final say as to which 
company, large or small, will furnish subcontract components. Com- 
mercial procurement techniques, by and large, do not include the 
same safeguards and controls, permitting equal opportunities for all, 
which characterize Government purchasing activity. 

2. Air Force efforts ‘‘by the exercise of every power within its 
means’’ to discourage prime contractors from expanding their facilities 
in order to self-produce that which they could subcontract, un- 
doubtedly, constitutes a proper attitude and policy in this connection; 
however, your committee would be more impressed with a presenta- 
tion of substantive data demonstrating the effectiveness of Air Force 
policy in this area. 

3. Mr. Johnson’s correspondence experience with 63 prime con- 
tractors indicates less than wholehearted support of the Air Force 
subcontracting program on the part of weapon-system and other 
prime contractors. 

4. It is in agreement with Mr. Johnson’s suggestion that the Small 
Business Administration collaborate with the Office of Defense 
Mobilization concerning applications for accelerated tax amortization 
to insure the nonexistence, in the area, of small-business facilities ca- 
pable of producing the item for which a plant is to be constructed or 
expanded. 

5. The Air Force study to determine the shift from Government- 
furnished aircraft equipment to contractor-furnished equipment is 
meritorious. However, your committee considers an investigation 
into the amount of work being self-produced by the primes of greater 
significance. 

6. The figure quoted by Secretary Sharp ($560,136,000) during 
the public hearing indicating the amount of prime contracts out- 
standing to small firms as of December 31, 1956, becomes more 
meaningful when it is disclosed that this constituted only 1.3 percent 
of one face value of all Air Force contracts outstanding on that date. 

. It unequivocally concurs with Admiral Clexton and Secretary 
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‘Sharp that it should not be the policy of the Navy or the Air Force 


to build or enlarge plants for prime contractors to produce items 
which are currently being manufactured by other suppliers. 


G. RECOMMENDATIONS 


Your committee recommends that: 

1. Since it is conceded that small business is incapable of performing 
as weapon-system prime contractors, the Department of the Air Force 
aggressively endeavor to place associate prime contracts with smaller 
firms, it having been stated by the Air Force Assistant Secretary that 
there exists a great potential for small business in this type contract. 

2. The Air Force conduct a survey of all of its weapon-system 
contractors to determine what not-previously-produced components 
such contractors have begun to manufacture in their own plants since 
being assigned management responsibility for a weapon system. 

3. The Air Force initiate a program whereby, periodically, the sub- 
contracting and contractor-furnished-equipment requirements of the 
prime weapon-system contractor are transmitted and made known, for 
purposes of solicitation, to the 18 Air Force district offices, thereby 
eliminating the necessity for smaller manufacturers, individually to 
contact each weapon-system contractor. It is felt that this procedure 
would augment Air Force efforts to preclude self-production by the 
primes and would also assist the Air Force in its subcontracting 
program. 

4. The Small Business Administration initiate conferences with the 
Office of Defense Mobilization in keeping with the suggestion made by 
Mr. Johnson regarding accelerated tax writeoffs for new plants. 

5. When one or the other of the military services has been requested 
to sponsor a plant expansion or construction program involving ac- 
celerated tax writeoffs, the small-business adviser for the respective 
service, prior to approval of the request, certify that there does not 
exist suitable small-business facilities to supply the product. 

6. The Air Force continue to screen rigidly all applications of 
weapon-system prime contractors for expansion of development and 
production facilities, however small. 

7. The Air Force continue, through the medium of its standardization 
program, to return items from contractor-furnished-equipment lists to 
Government-furnished-equipment schedules. 


SUMMARY 


A close study of the technical-procurement problems implicit in 
the use of the weighted-average pricing procedure, the weapon-system 
concept, and the qualified-products list, leads your committee to the 
following broad conclusions: 

1. That recent years have brought no visible lessening of the in- 
grained proclivity of military contracting officers to lean toward the 
larger manufacturers in preference to doing business with qualified 
smaller companies. 

2. That the hearings have revealed that, when it comes to correct- 
ing procurement snags blocking participation by smaller suppliers, 
the military services have a tendency to turn their backs to these 
pwn often refusing to take remedial steps until their inaction 

as been exposed to public admonishment. 
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3. That one of the basic impediments to small firms receiving a fuller 
share of military prime contracts continues to be the sophisticated use 
of administrative techniques, such as the qualified-products list and 
the weighted-average pricing formula examined herein. The inherent 
complexities of such mechanisms serve to thwart small-business men 
and to justify a strong preference for large suppliers through plausible 
though unsubstantiated references to “purchasing efficiency” and 
‘national interest.” 

4. That the Department of Defense officials who dictate procure- 
ment policy have failed to convince their contracting and technical 

ersonnel that when they publicly state that they want to help small 
usiness they mean exactly that. 


O 


Bob aehows 
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Mr. Ervin, from the Committee on Armed Services, submitted the 
following 


REPORT 
[To accompany H. R. 3028) 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 3028) to provide for the relief of certain female members of 


the Air Force, and for other purposes, having considered the same, 
report favorably thereon with an amendment and recommend that 


the bill, as amended, do pass. 


AMENDMENT 


On page 2, line 20, strike “1940” and insert in lieu thereof “1949”. 


EXPLANATION OF THE AMENDMENT 


The amendment is to correct a misprint of a date, 


PURPOSE OF THE BILL 


This bill proposes to validate payments totaling about $440,000 to 
approximately 1,500 female members and former members of the 
Air Force whose husbands were also members of the uniformed 
services. The circumstances involved relate to the entitlement. of 
the payees to quarters allowances when their husbands were also 
entitled to receive quarters allowances because of their membership 
in the uniformed services. 


EXPLANATORY BACKGROUND 


This bill was considered earlier this year by the Committee on the 
Judiciary. It is in the nature of a relief measure and was reported 
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favorably the the Committee on the Judiciary for the reasons outlined 
in Senate Report No. 820 for the Ist session of the 85th Congress, 

In attempting to avoid repetition of the events causing the over. 
payments that this bill would validate, the Committee on the Judi- 
ciary recommended an amendment to the Career Compensation 
Act of 1949 which was shaped by the Committee on Armed Services, 
For this reason the bill was referred to the Committee on Armed 
Services. 

The amendment that is within the jurisdiction of the committee 
would require the Secretary of Defense to prescribe procedures for 
approving Petes covering pay and allowances that are issued by 
the military departments. The intent is to achieve uniformity and to 
prevent one military department from making a more liberal interpre- 
tation of pay and allowance statutes than the other departments, 
The committee enthusiastically supports these objectives. 

Since the validation part of the bal is within the jurisdiction of the 
Committee on the Judiciary, this report is limited to approving the 
amendments to the Career Compensation Act of 1949 that are pro- 
posed to be added by sections 4 and 5 of the bill. 


COsT 


The cost of the amendments that are the subject of this report 
should be negligible. 


DEPARTMENTAL RECOMMENDATION 


Printed below and hereby made a part of this report is a letter from 
the Assistant Secretary of the Air Force dated August 14, 1957, 
indicating that the Department of Defense has no objection to the 
proposed amendment. The views of the Department on the valida- 
tion aspects of the bill are contained in Senate Report No. 820 
mentioned above. 


DEPARTMENT OF THE AIR Force, 
OrriIce oF THE SECRETARY, 
Washington, August 14, 1957. 
Hon. Ricuarp B. RvusseEtt, 
Chairman, Committee on Armed Services, 
United States Senate. 

Dear Mr. Cuarrman: On August 5, 1957, Senator Eastland re- 
ported on H. R. 3028, a bill to provide for the relief of certain female 
members of the Air Force, and for other purposes (S. Rept. 820). On 
August 7, 1957, Senator O’Mahoney asked and received unanimous 
consent to refer that report and H. R. 3028 to your committee for 
consideration of a proposed committee amendment to the Career 
Compensation Act of 1949 (p. 12758, Congressional Record, August 
7, 1957, vol. 103, No. 142). 

H. R. 3028 is a Department of Defense sponsored and Bureau of 
the Budget approved validation bill to relieve approximately 1,500 
female members and former members of the Air Force of their liability 
for quarters allowances. These allowances were received in good 
faith and based on the existing Air Force Regulations during the period 
from 1951 to 1954. ‘This bill, as proposed by the Air Force and as 
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passed by the House of Representatives (March 19, 1957), was a 
onetime validation bill. However, consideration by the Senate Ju- 
diciary Committee, as reflected by their report, indicates that while 
they support such forgiveness, they recommend a substantive amend- 
ment to the Career Compensation Act of 1949 to require pay and 
allowances regulations issued by the service Secretaries implementing 
the Career Compensation Act to be approved under procedures pre- 
scribed by the Secretary of Defense and that similar regulations of 
the Secretaries of Treasury, Commerce, and Health, Education and 
Welfare for Coast Guard, Coast and Geodetic Survey, and Public 
Health Service members shall be, to the extent practicable, in con- 
sonance with Department of Defense regulations. The Department 
of Defense interprets the words “relating to the pay and allowances” 
as applying to regulations prescribing entitlement rather than those 
concerning procedural matters. 

The Department of the Air Force, on behalf of the Department of 
Defense, has no objection to the proposed amendment. 

Enactment of the amended H. R. 3028 will cause no increase in the 
budgetary requirements of the Department of Defense. 

The Bureau of the Budget has advised that it has no objection to 
the submission of this report. 

The Department of the Air Force, on behalf of the Department of 
Defense, requests expeditious consideration of H. R. 3028. 

Sincerely yours, 
Lyte S. GaRLocK, 
Assistant Secretary of the Air Force. 


O 
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AUTHORIZING CONVEYANCE OF CERTAIN LANDS IN 
TARRANT AND WISE COUNTIES TO STATE OF TEXAS 


Avaust 23 (legislative day, Aucusr 22), 1957.—Ordered to be printed 


Mr. Jounson, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany S. 41} 


The Committee on Armed Services, to whom was referred the bill 
(S. 41) to direct the Secretary of the Navy or his designee to convey 
a two thousand four hundred seventy-seven and forty-three one 
hundredths acre tract of land, avigation, and sewer easements in Tar- 
rant and Wise Counties, Tex., situated about 20 miles northwest of 
the city of Fort Worth, Tex., to the State of Texas, having considered 
the same, report favorably thereon with amendments and recommend 
that the bill, as amended, do pass. 

The amendments are as follows: 

On page 2, line 5, strike “2,235.97 acre” and insert in lieu thereof, 
“(2,235-acre”’. 

age 9, line 9, following the word “purposes,” insert the following 
language: 

and on condition that the aviation potential of the station 

shall be maintained in a condition equivalent to the condition 

of the property at the time of its conveyance, ordinary wear 

and tear excepted, 

Page 9, line 11, following the word, “intended,” insert the following 
language: ‘‘or fails to maintain such property in the condition afore- 
said,”’, 

EXPLANATION OF THE AMENDMENTS 


The first amendment is to correct acreage involved. 

The second amendment is designed to insure that the aviation po- 
tential of the station shall be properly maintained. 

The third amendment adds an additional basis for reversion of 
title to the United States in the event of breach. 
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PURPOSE OF THE BILL 


The purpose of this measure is to direct the Secretary of the Na 
to convey to the State of Texas, without consideration, a 2,477.43-acre 
tract of land, located in Tarrant (2,468.54 acres) and Wise (8.89 acres) 
Counties, Tex. The conveyance, including all improvements thereon 
avigation rights and other easements, would be upon condition that 
the property shall be used “primarily for training of the National 
Guard and the Air National Guard and for other military purposes,” 
and any revenues derived from use or disposal of the property must 
be expended solely for the “protection, maintenance, and operation 
of the facility as a training center.” 


NECESSITY FOR LEGISLATION 


In the exercise of its constitutional power to regulate the disposal 
of Federal property, the Congress by general legislation has provided 
for Maximum utilization of federally owned property and has pro- 
vided generally and specifically for disposal of surplus property. The 
principal statute on this subject is the Federal Property and Adminis. 
trative Services Act, Public Law 152, 8ist Congress, as amended, 
Provisions have been made for transfers of surplus Government-owned 
property, both real and personal, to States, political subdivisions, and 
tax-supported or nonprofit institutions for health and educational pur- 

ses. Section 203 (k) of the Federal Property and Administrative 

ervices Act, as amended, in effect authorizes these transfers without 
consideration by providing public benefit allowances of up to 100 per- 
cent. Provisions are made for transfer, without compensation to the 
Government, of surplus realty for historic monument purposes (50 
U. S. C. App. 1622h). States or political subdivisions are given a 
public benefit allowance of 50 percent of the fair value with respect 
to transfers of surplus realty for park and recreational use (Public 
Law 616, 80th Cong.). Statutory provisions are made for transfer 
without monetary consideration of surplus Government-owned air- 
port property to States or political subdivisions for public airport use 
(50 U.S. C. 1622). 

No general provision of law now in effect authorizes the transfer 
of surplus Government-owned real property to States for National 
Guard purposes. Nevertheless, the Congress has by separate law 
authorized many conveyances of federally owned realty to the various 
States to be used for National Guard purposes. With rare exceptions 
these laws have provided that the transfers pursuant thereto would 
be subject to reservations of Federal use during national emergencies 
and were conditioned on automatic reversion in the event of nonuse 
for National Guard purposes. 


BACKGROUND OF THE BILL 


Original acquisition 

The Government acquired this land by civil action in 1942 for the 
purpose of construction a Marine Corps air station for training per- 
sonnel in the operation and servicing of propeller-driven aircraft. 
The property has been improved by the construction of administra- 
tion and personnel buildings, runways, taxiways, streets, sidewalks, 
roads, operational buildings, storage buildings, and utility systems. 
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Declaration as excess 

This station, at Eagle Mountain Lake, Tex., has been declared 
excess by the Department of the Navy. Neither the Department of 
the Army nor the Department of the Air Force having any require- 
ment for the property, the Navy on March 9, 1956, requested the 
Armed Services Committees of Congress to approve of disposal. 
There is, however, a firm mobilization requirement for this property, 
for immediate use by the Navy as an aviation operating base. 
Mobilization requirement 

The firm mobilization requirement for use as an aviation operating 
base referred to immediately above will be adequately protected, the 
committee feels, by the amendments which have been made to the 
bill. 

REVERSIONS AND RESTRICTIONS 

The United States reserves all mineral rights, including oil and gas, 
in the lands authorized to be conveyed. 

It will be noted that the bill provides that the property shall be 
used primarily for training the National Guard and the Air National 
Guard and that if the State of Texas ceases to use the property for 
these purposes, then title will revert to the United States. Provision 
is also made in the bill for recapture of use of the property during a 
state of war or national emergency, without obligation to make pay- 
ment of any kind. 

In addition, the Secretary of the Navy may include such other terms 
and conditions as he deems necessary in the interest of the United 
States. The cost of surveys incident to the conveyance will be borne 
by the State. 


FISCAL DATA——-DEPARTMENTAL RECOMMENDATIONS 


Enactment into law of this measure will not involve the expenditure 
of any Federal funds. 

Neither the Department of the Navy, on behalf of the Department 
of Defense, nor the Bureau of the Budget have any objection to this 
measure as is evidenced by letter dated August 22, 1957, from Rear 
Adm. E. C. Stephan, United States Navy, which is set out below and 
made a part of this report. 


DEPARTMENT OF THE Navy, 
OrricE OF THE SECRETARY, 
Orrice or Legisiative Liaison, 
Washington, D. C., August 22, 1957. 
Hon. Ricuarp B. Russet, 
Chairman, Committee on Armed Services, 
United States Senate, Washington, D. C. 

My Dear Mr. CuatrMan: Your request for comment on the bill, 
S. 41, to direct the Secretary of the Navy or his designee to convey @ 
two thousand four hundred seventy-seven and forty-three one hun- 
dredths acre tract of land, avigation, and sewer easements, in Tarrant 
and Wise Counties, Tex., situated about 20 miles northwest of the 
city of Fort Worth, Tex., to the State of Texas, has been assigned to 
this Department by the Secretary of Defense for the preparation of a 
report thereon expressing the views of the Department of Defense. 
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The purpose of this measure is to direct the Secretary of the Na 
to convey to the State of Texas, without consideration, a 2,477.43 
acre tract of land, located in Tarrant (2,468.54 acres) and Wise (8.89 
acres) Counties, Tex. The conveyance, including all improvements 
thereon, avigation rights, and other easements, would be upon condi- 
tion that the property shall be used “primarily for training of the 
National Guard and the Air National Guard and for other military 
purposes,” and any revenues derived from use or disposal of the 
property must be expended solely for the “protection, maintenance, 
and operation of the facility as a training center.” 

The Government acquired this land by civil action in 1942 for the 
purpose of constructing a Marine Corps Air Station for training per. 
sonnel in the operation and servicing of propeller-driven aircraft, 
The property has been improved by the construction of administration 
and personnel buildings, runways, taxiways, streets, sidewalks, roads, 
operational buildings, storage buildings, and utility systems. 

This station, at Eagle Mountain Lake, Tex., has been declared 
excess by the Department of the Navy. Neither the Department of 
the Army nor the Department of the Air Force having any require- 
ment for the property, the Navy on March 9, 1956, requested the 
Armed Services Committees of Congress to approve of disposal, 
There is, however, a firm mobilization requirement for this property, 
for immediate use by the Navy as an aviation operating base. 

The bill does not require the State to preserve the aviation potential 
of the property. Although section 5 of the bill indicates the intent 
that no disposition of the lands or improvements shall be made by 
the State which would interfere with the aviation potential, it is 
recommended that the use of the property by the State itself should 
be conditioned upon its preservation of the aviation potential. 

Subject to the foregoing, the Department of the Navy, on behalf 
of the Department of Defense, would have no objection to the enact- 
ment of S. 41. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense, 

The Department of the Navy has been advised by the Bureau of 
the Budget that there is no objection to the submission of this report 
on S. 41 to the Congress. 

For the Secretary of the Navy. 

Sincerely yours, 
E. C. Stepan, 
Rear Admiral, United States Navy, 
Chief of Legislative Liaison, 
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PROVIDING THAT THE COMMANDING GENERAL OF THE 
DISTRICT OF COLUMBIA MILITIA SHALL HOLD THE 
RANK OF MAJOR GENERAL 


Avausr 23 (legislative day, Auausr 22), 1957.—Ordered to be printed 


Mr. Jounson, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H. R. 4144] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 4144) to provide that the commanding general of the militia 
of the District of Columbia shall hold the rank of brigadier general 
or major general, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE OF THE BILL 


This bill proposes to authorize the commanding general of the 
District of Columbia militia to hold the grade of major general. 


EXPLANATION 


Under existing law the commanding general of the District of 
Columbia National Guard may not serve in a grade higher than brig- 
adier general. The limiting statute was enacted in 1889. Since that 
time the responsibility and size of the National Guard of the District 
of Columbia have increased measurably. 

Forty-seven States, the Territory of Hawaii, and the Common- 
wealth of Puerto Rico have an adjutant general or a commanding 
general of the National Guard in the grade of major general. 

The bill does not require that the commandin general of the Dis- 
trict of Columbia National Guard hold the grade of major general. 
It is permissive in nature to this extent. The commanding general 
may be either a brigadier general or a major general. This flexibility 
is intended to prevent a person with the grade of brigadier general in 
the Reserve from having a grade in the District of Columbia National 
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Guard that would be higher than the person’s federally recognized 
grade in the Reserve. 
COST 


The cost of this bill is estimated to be $230 a year, the difference 
in pay of a brigadier general and that of a major general for 48 armory 
drills and 15 days of active duty for training. 


DEPARTMDPNTAL RECOMMENDATION 


Printed below and hereby made a part of this report is a letter from 
the Secretary of the Army dated Mareh 20, 1957, indicating that the 
Army recommends enactment of this bill if the changes suggested in 
the letter are adopted. The suggested changes are incorporated in 
the bill as reported. 

Marouw 20, 1957, 
Hon. Cart VINSON, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. Cuarrman: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense 
with respect to H. R. 4144, 85th Congress, a bill to provide that the 
commanding general of the militia of the District of Columbia shall 
hold the rank of major general. 

The purpose of the bill is to authorize the grade of major general 
for the commanding general, District of Columbia National Guard. 

The Department of the Army, on behalf of the Department of 
Defense, favors the above-mentioned bill but recommends certain 
changes described below. 

Existing law (act of March 1, 1889, 25 Stat. 773) provides that 
there shall be appointed by the President a commanding general of 
the militia of the District of Columbia with the rank of brigadier 
general. Since the enactment of the act of March 1, 1889, the 
responsibility of this office has increased with the changing organiza- 
tion and increased strengths of the District of Columbia National 
Guard and therefore authorization of the grade of major general for 
the commanding general, District of Columbia National Guard is 
considered appropriate provided the act would not require that the 
commanding general of the District of Columbia hold a higher grade 
in the militia than the grade in which he is federally recognized and 
provided further that the act provide that an existing reference to 
the “‘brigadier-general commanding” be changed to read “‘command- 
ing general.” 

earaase) of H. R. 4144 in present form would provide in effect 
that the commanding general of the District of Columbia National 
Guard shall hold the rank of major general in the District of Columbia 
National Guard. However, its enactment would not affect the exist- 
ing requirements for Federal recognition and appointment as Reserve 
officers of the Army in the grade of major general contained in the 
Reserve Officer Personnel Act of 1954 (50 U.S. C. 1181 et seq.). Thus, 
if H. R. 4144 were enacted as written, the situation could develop 
where the commanding general, District of Columbia National Guard, 
would hold the grade of major general in the District of Columbia 
National Guard, but would hold a lower federally recognized grade. 
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Since the District of Columbia National. Guard is a Federal instru- 
mentality, this situation would be undesirable. In addition, enact- 
ment of H. R. 4144 would require the amendment of the act of 
June 6, 1900 (31 Stat. 671, ch. 811) to change another existing reference 
to the “brigadier general commanding.” 

The following changes to H. R. 4144 would authorize the grade of 
major general for the commanding general, District of Columbia 
National Guard, would provide the latitude of management necessary 
to insure that the grade authorized does not exceed the grade in 
which federally recognized, and would made the appropriate change 
to the act of June 6, 1900: 

1. Delete all of lines 6 and 7 and substitute therefor the following: 
“Amended by inserting after ‘brigadier general’ the words ‘or major 
general’,’’. 

2. Add the following: 

“Sec. 2. The Act entitled ‘An Act to authorize the detail of an 
officer of the retired list of the Army, as adjutant-general of the 
District of Columbia militia’, approved June 6, 1900 (D. C. Code, 
sec. 39-205), is amended by striking out ‘brigadier-general command- 
ing’ and inserting in lieu thereof ‘commanding general of’.”’ 

The Department of the Army recommends enactment of H. R. 
4144, 85th Congress, subject to the changes outlined above. 

If this proposal is enacted and Federal recognition in the grade of 
major general is extended to the commanding general, District of 
Columbia National Guard, upon his qualification therefor, budgetary 
requirements would be increased by approximately $230 annually. 
This amount is the difference between the pay of a brigadier general 
and the pay of a major general for 48 armory drills and 15 days 
annual active duty for training. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report to the Congress. 

Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 


CHANGES IN EXISTING LAW 


In compliance with subsection 4 of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill are 
shown as follows (existing lowe proposed to be omitted is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman): 


TitLe 39, Section 201, District or Cotumsia Cope 


There shall be appointed and commissioned by the President of the 
United States a commanding general of the militia of the District of 
Columbia with the rank of brigadier general or major general, who 
shall hold office until his successor is appointed and qualified, but 
may be removed at any time by the President, 
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Titte 39, Section 205, District or CotumBia Cope 


The President of the United States may detail as adjutant general 
of the District of Columbia militia any retired officer of the Army 
who may be nominated to the President by the [brigadier-general 
commanding] commanding general of the District of Columbia militia, 
said retired officer while so detailed to have the active-service pay 
and allowances of his rank in the regular Army. 


O 
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AMENDING TITLE 10, UNITED STATES CODE, TO AU- 
THORIZE THE SECRETARY OF THE ARMY TO FURNISH 
HERALDIC SERVICES 





Aveust 23 (legislative day, Aucusr 22), 1957.—Ordered to be printed 


Mr. Symineron, from the Committee on Armed Services, submitted 
the following 


REPORT 


[To accompany H. R. 896] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 896) to amend title 10, United States Code, to authorize the 
Secretary of the Army to furnish heraldic services, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 

PURPOSE 


This bill would authorize a Secretary of the Army or an authority 
designated by him to design flags, seals, and other insignia for all the 
military departments and to advise other departments and agencies 
of the United States Government on matters of heraldry. It also 
would authorize the Secretary of the Army to prescribe regulations 
providing for reimbursement for services furnished to other depart- 
ments and agencies. 

EXPLANATION 


The Quartermaster General now furnishes heraldic services and 
assistance in the design of flags, seals, and other insignia to all the 
military departments and to agencies and departments outside the 
Department of Defense. These services are performed now without 
specific statutory authority. 

It is not intended that the functions now being performed be 
enlarged by the enactment of this bill. Instead, the purpose is to 
provide legal authority for the assistance in the field of heraldry that 
is now being furnished by the Quartermaster General. 
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cost 


Enactment of this bill would result in no increased cost to the 
Government. 
DEPARTMENTAL RECOMMENDATION 


Printed below and made a part of this report is a letter from the 
Secretary of the Army dated March 13, 1957, suggesting amendments 
to the bill as introduced, The bill was amended in the other body to 
conform to the suggestions contained in this letter and in its present 
form the bill is supported by the Department of Defense. 

A letter to this effect from the Chief of Lecislative Liaison for the 
Department of the Army, dated August 22, 1957, is also printed 
below and hereby made a part of this report. 


DEPARTMENT OF THE ARMy, 
Washington, D. C., March 13, 1957, 
Hon. Cart Vinson, 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. CuHartrMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to H. R. 896, 85th Congress, a bill to provide for the per- 
formance of heraldic services for the United States by the Quarter- 
master General. The Secretary of Defense has delegated to the 
Department of the Army the responsibility for expressing the views 
of the Department of Defense thereon. 

The purpose of the bill is to require the Quartermaster General of 
the Army to design and procure all flags, colors, standards, insignia, 
badges, medals, seals, decorative buttons and buckles, streamers, 
finial pieces for flagstaffs, awards, trophies, marks, emblems, rosettes, 
distinctive markings, scrolls, braids, ribbons, knots, tabs, cords, and 
similar items used or required by any department, agency, or office 
of the United States. ‘The bill also authorizes the Quartermaster 
General to issue such regulations as may be necessary to carry out 
the provisions of this bill. 

At the present time the Quartermaster General furnishes, without 
specific statutory authority, heraldic services and technical informa- 
tion to agencies and departments both within and outside the Depart- 
ment of Defense, and is constantly called upon by private citizens, 
organizations, and foreign governments for information in this field. 
Personnel in his office are considered to be among the foremost 
authorities on heraldry within the United States. It is the only 
heraldic center of any consequence in the Government. 

It would be desirable to have specific statutory authority for 
the furnishing to agencies both within and without the Department 
of Defense of services and technical information pertaining to heraldry 
that is how being furnished by the Quartermaster General. It would 
be more appropriate to place the statutory authority in that regard in 
the head of a department rather than in a particular subordinate 
officer such as the Quartermaster General. 

However, the effect of H. R. 896 would be much broader than the 
accomplishment of those limited objectives. It would require one of 
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the military departments to design and to procure all devices in certain 
broad general categories (not limited to devices of a strictly heraldic 
nature) for all departments, agencies, or offices of the Government. 
It is not believed that the procurement responsibilities of a military 
department should be enlarged to that extent. Also the designing of 
devices for another governmental agency should be limited to an 
advisory function in the field of heraldry. Accordingly, the Depart- 
ment of the Army, on behalf of the Department of Defense, is opposed 
to H. R. 896 in its present form. 

The fiscal effects of this legislation are not definitely ascertainable 
but it is not felt that enactment thereof would result in any appreciable 
increase in the budgetary requirements for the Department of Defense. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report, 

Sincerely yours, 
Witser M. Brucker, 
Secretary of the Army. 





DEPARTMENT OF THE ARMY, 
Washington, D. C., August 22, 1957. 
Hon. Ricnarp B. Russet, 
Chairman, Committee on Armed Services, 
United States Senate, Washington, D. C. 


Dear Mr. CHarrMAN: Reference is made to H. R. 896, 85th Con- 
ess, a bill to provide for the performance of heraldic service for the 
Bnited States by the Quartermaster General. On March 13, 1957, 
the Department of the Army, on bebalf of the Department of Defense, 
submitted a report to the chairman of the House Armed Services 
Committee setting forth objections to certain portions of the bill. 
The purpose of this letter is to assure your committee that the 
version of the bill passed by the House of Representatives and subse- 
quently referred to the Senate Armed Services Committee has the 
support of the Department of Defense, and no objection is interposed 
by the Bureau of the Budget, 
Sincerely, 
J. H. MicHastis, 
Major General, General Staff, 
Chief of Legislative Liaison, 
O 


23004°—58 8S. Rept., 85-1, vol. 4-45 
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PROVIDING THAT THE DATES FOR SUBMISSION OF PLAN FOR 
FUTURE CONTROL OF PROPERTY AND TRANSFER OF THE TRUST 
PROPERTY OF THE MENOMINEE TRIBE SHALL BE DELAYED 


Avaust 23 (legislative day, Auaust 22), 1957.—Ordered to be printed 


Mr. NevserGer, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany H. R. 6322] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill (H. R. 6322) to provide that the dates for submission 
of plan for future control of property and transfer of the trust prop- 
erty of the Menominee Tribe shall be delayed, having considered 
the same, report favorably thereon with an amendment, and recom- 
ment that the bill, as amended, do pass. 

The amendment is as follows: 

Strike all after the enacting clause and insert the following: 


That the Act entitled “An Act to provide for a per capita distribution of 
Menominee tribal funds and authorize the withdrawal of the Menominee Tribe 
from Federal jurisdiction’, approved June 17, 1954, as amended, is further 
amended as follows: 

“(a) Section 6 is amended to read as follows: 

“Sec. 6. The tribe is authorized to select and retain the services of qualified 
management specialists, including tax consultants, for the purpose of studying 
industrial programs on the Menominee Reservation and making such reports or 
recommendations, including appraisals of Menominee tribal property, as may 
be desired by the tribe, and to make other studies and reports as may i deemed 
necessary and desirable by the tribe in connection with the termination of Fed- 
eral supervision as provided for hereinafter. Such reports shall be completed 
not later than December 31, 1958. Such specialists are to be retained under 
contracts entered into between them and authorized representatives of the tribe, 
subject to approval by the Secretary. Such amounts of Menominee tribal funds 
as may be required for this purpose shall be made available by the Secretary. 
In order to reimburse the tribe, in part, for expenditures of such tribal funds as 
the Secretary deems necessary for the purposes of carrying out the requirements 
of this section, there is hereby authorized to be appropriated out of any money 
in the Treasury not otherwise appropriated, an amount equal to one-half of such 
expenditures from tribal funds, or the sum of $275,000, whichever is the lesser: 
amount,’ 
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“(b) Section 7 is amended to read as follows: 

“Sec, 7. The Tribe shall as soon as possible and in no event later than December 
31, 1958, formulate and submit to the Secretary a plan for the future control of 
the tribal property and service functions now conducted by or under the super- 
vision of the United States, including but not limited to services in the fields of 
health, education, welfare, credit, roads, and law and order, and for all other 
matters involved in the withdrawal of Federal supervision. The Secretary is 
authorized to provide such reasonable assistance as may be requested by officials 
of the tribe in the formulation of the plan heretofore referred to, including neces- 
sary consultations with representatives of Federal departments and agencies 
officials of the State of Wisconsin and political subdivisions thereof, and members 
of the tribe. The Secretary shall accept such tribal plan as the basis for the 
conveyance of the tribal property if he finds that it will treat with reasonable 
equity all members on the final roll of the tribe prepared pursuant to section 3 of 
this Act, and that it conforms to applicable Federal and State law. In the event 
the tribe fails to submit a plan approvable under the terms of this Act by Decem- 
ber 31, 1958, the Secretary shall cause such a plan to be prepared and submitted 
to the tribe within three months thereafter. The tribe shall thereafter have three 
months within which to accept the plan of the Secretary or to submit to the 
Secretary tribal proposals for modification. If the Menominee Tribe and the 
Secretary cannot agree upon a plan within the aforementioned six months period 
the Secretary shall within the following six months transfer the tribal property 
to a trustee of his choice for management or disposition for the benefit of the 
Menominee Tribe. The responsibility of the United States to furnish all such 
supervision and services to the tribe and to the members thereof, because of their 
status as Indians, shall cease on December 31, 1960, or on such earlier date as 
may be agreed upon by the tribe and the Secretary. The plan shall contain pro- 
vision for protection of the forest on a sustained yield basis and for the protection 
of the water, soil, fish and wildlife. To the extent necessary, the plan shall pro- 
vide for such terms of transfer pursuant to section 8 of this Act, by trust or other- 
wise, as shall insure the continued fulfillment of the plan. The Secretary, after 
approving the plan, shall cause the plan to be published in the Federal Register, 
The sustained yield management requirement contained in this Act, and the 
“pce ote selection of a trustee in the event of a tribal planning default, shall not 

e construed by any court to impose a financial liability on the United States.” 

“(¢) Section 8 is amended by striking out ‘December 31, 1958,’ where it ap- 

pears, and by inserting in lieu thereof ‘December 31, 1960,’.” 


The purpose of H. R. 6322, as amended, is to provide that the dates 


for submission of a plan for the future control of ope and transfer 
of the trust property of the Menominee Tribe shall be delayed. 


BACKGROUND OF THIS LEGISLATION 


Public Law 399, 83d Congress (68 Stat. 250), approved on June 17, 
1954, provided for a per capita distribution of Menominee tribal funds 
and authorized the withdrawal of the Menominee Tribe from Federal 
jurisdiction not later than December 31, 1958. 

Section 6 of the law authorized the tribe to select and retain the 
services of qualified management specialists, including tax consultants, 
to make industrial studies on the Menominee Reservation, and to 
prepare reports, appraisals, and recommendations as believed neces- 
sary and desirable by the tribe in connection with the termination of 
the Federal supervision. The necessary specialists were to be re- 
tained under contracts entered into between them and authorized 
representatives of the tribe, subject to approval by the Secretary of 
the Interior, and were to be paid from Menominee tribal funds made 
available by the Secretary. The tribe was directed to have such re- 
ports completed not later than December 31, 1957. 

Section 7 of Public Law 399 provided that the tribe shall formu- 
late and submit to the Secretary of the Interior a plan or plans for the 
future control of the tribal property and service functions now con- 
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ducted by or under the supervision of the United States. These 
services include those in the fields of health, education, welfare, 
credit, roads, and law and order. Section 7 authorized the Secretary 
to provide such reasonable assistance as may be requested by the 
tribal officials in the formulation of the plan, including necessary con- 
sultations with representatives of Federal departments and agencies, 
officials of the State of Wisconsin, and members of the tribe. Re- 
sponsibility of the United States to supply all supervision and services 
shall end on or before December 31, 1958, at which time the Me- 
nominee Indians shall cease to be wards of the Federal Government. 

Section 8 of Public Law 399 authorized and directed the Secretary 
of the Interior to transfer to the tribe on December 31, 1958, or earlier 
in a certain instance, the title to all real and personal property held in 
trust by the United States for the Menominee Indians. This section 
also provides that if the tribe obtains a charter for a corporation, or 
otherwise organizes under the laws of a State or of the District of 
Columbia for the purpose of taking title to all tribal lands and assets 
and enterprises owned by the Menominees or held in trust by the 
United States for them, and requests such a transfer to be made to 
such a corporation, the Secretary shall make the transfer to the 
corporation. 


84TH CONGRESS AMENDMENTS TO PUBLIC LAW 899 


During the 84th Congress two bills were enacted which amended 
Public Law 399. Public Law 715, 84th Congress, amended section 6 
of the original act to authorize the appropriation of sufficient funds 
from the Federal Treasury to reimburse the tribe for the expenditure 
of tribal funds pursuant to this section, or for any other expenditure 
of tribal funds approved by the Secretary for the purpose of carrying 
out the provisions of Public Law 399. 

Public Law 718, 84th Congress, also amended the termination act 
by providing that the aforementioned plan should contain provisions 
for the protection of the forest on a sustained-yield basis, and that 
the Secretary of the Interior be authorized to transfer to the tribe, 
tribal organization, or individual member of the tribe any federally 
owned property acquired, withdrawn, or used for the administration 
of the affairs of the tribe or to transfer to a public or nonprofit body 
any such property which he deems necessary for public use and from 
which members of the tribe will derive benefit. 


PURPOSE OF THE BILL 


The purpose of H. R. 6322, as amended, is to amend sections 6, 7, 
and 8 of the Menominee Termination Act of June 17, 1954 (68 Stat. 
250), as amended. 

Section 6 of the act is amended to provide that the studies and 
reports authorized in this section shall be completed not later than 
December 31, 1958. This increases the amount of time available for 
the completion of needed studies by 1 year. The committee under- 
stands this will be a sufficient extension to conclude all needed studies 
and reports on which to base a plan for the future operation of tribal 
assets. 

The committee has also recommended that the present language of 
section 6, providing for Federal reimbursement to the tribe for all of 
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the expenses incurred in connection with termination, be amended to 
provide for only partial reimbursement. This recommendation is jn 
keeping with congressional action taken in the case of the Klamath 
Tribe of Oregon during the 85th Congress and will place the two 
tribes in the same relative position with respect to the assumption of 
financial responsibility for termination costs. By this amendment 
the Menominees will be required to pay an amount equal to one-half 
of such expenditures from tribal funds, or the sum of $275,000, which- 
ever is the lesser amount. Total costs are expected to be $550,000, 

H. R. 6322 amends section 7 of the Menominee Act to provide for 
an extension of 1 year (from December 31, 1957, to December 3] 
1958) within which the plan for future management of the tribal 
assets shall be submitted to the Secretary of the Interior. This 
amendment is believed necessary in order to enable the Menominee 
Indian Study Committee, a committee created by the Wisconsin 
State Legislature, and the University of Wisconsin Indian Study 
Committee, to study problems posed by the Menominee Termination 
Act and to make recommendations to the legislature as authorized 
under sections 6 and 7. Much of the raw data needed for the plan 
did not become available until April 1957, and two crucial preliminary 
studies on the key Menominee forest resources will not be ready until 
September or October of 1957. Thus, completion of the plan by 
December 31, 1957, does not appear possible. It is believed that the 
postponement of the submission date to December 31, 1958, will 
provide ample time to prepare a comprehensive plan and give the 
Secretary sufficient opportunity to make suggestions. 

Section 7 is further amended by providing that if the tribe fails to 
submit an acceptable plan for future operation of tribal assets by 
December 31, 1958, the Secretary of the Interior shall cause a plan 
to be prepared and submitted to the tribe within 3 months thereafter. 

The tribe will then have 3 months within which to accept the 
Secretary’s plan or submit tribal modifications. If the tribe and the 
Secretary cannot agree on a plan within the 6-month period, the Sec- 
retary shall within the next 6 months transfer the tribal property to 
a trustee of his choice for management or disposition for the benefit of 
the tribe. This language is recommended by the Department of the 
Interior, and the committee believes its inclusion in the Termination 
Act is desirable. 

H. R. 6322 also amends section 7 to defer the final termination date 
from December 31, 1958, to December 31, 1960. The State of Wis- 
consin has requested an extension of 2% years in order to allow two 
different sessions of the State legislature to consider any State legisla- 
tion that may be proposed by the tribe. The Department of the 
Interior, in its supplemental report of August 12, 1957, suggested 
that the Federal termination date should not be based upon specula- 
tive State legislation that has not been formulated, and that the 
tribe should base its plan on the law as it is now, or as it may be 
changed by the State legislature prior to the date of termination. 
The committee is m agreement with this recommendation and has, 
therefore, provided a 2-year extension until December 31, 1960. 

Subsection (c) of H. R. 6322 amends section 8 of the 1954 act by 
changing the dates of final termination to conform with the new dates 
contained in section 7. 

The bill, as recommended by the committee, is designed to give the 
Merominee Tribe adequate time in which to prepare for the end of 
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Federal supervision. Requests for further delay will not be looked 
upon favorably. 

The Department of the Interior has submitted two reports to the 
committee on S. 2131, a companion bill to H. R. 6322. The first of 
these reports, dated July 11, 1957, is unfavorable. The second report, 
dated August 12, is favorable, provided the Department’s recommen- 
dations are adopted. 

The reports of the Department of the Interior and the Bureau of 
the Budget are as follows: 


DEPARTMENT OF THE INTERIOR, 
Orricr OF THE SECRETARY, 
Washington, D. C., July 11, 1987. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


Dear Senator Murray: Your committee has requested a report 
on S. 2131, a bill to provide that the dates for submission of plan for 
future control of property and transfer of the trust property of the 
Menominee Tribe shall be delayed. 

We recommend that the bill be not enacted. 

The first thing the bill does is to change from December 31, 1957, 
to December 31, 1959, the date for formulating and submitting to 
the Secretary of the Interior the tribe’s plan for the future manage- 
ment and control of the tribal property after the Federal trust is 
terminated. The 1957 planning date was written into the law last 

ear (act of July 14, 1956, 70 Stat. 549) at the request of the tribe. 
When explaining the reason for requesting the amendment of the law 
to include the 1957 planning date, the Menominee tribal chairman 
said, “The tribe added the provision for submitting the plan by 
December 31, 1957, so that there would be no doubt that the tribe 
would have to complete plans by that date. We will then have 1 year 
for approval of the plan by the Secretary of the Interior, and in case 
he drags his feet, we will have time to call this to the attention of Con- 
gress and to request remedial legislation.”” (Minutes of meeting of 
the Menominee Indian Study Committee, dated May 4, 1956.) 

During the intervening year since Congress last amended the 
Menominee Termination Act, we understand that the tribe has 
amaired, with the help of the Menominee Indian Study Committee 
and the University of Wisconsin, most of the basic data needed to 

repare the plan. These State agencies will not be able to participate 
indefinitely in this program. Moreover, protracted planning pro- 
cedures tend to cause inertia on the part of the tribal membership. 
This tendency has been evident in recent months when calls for general 
council meetings have failed to produce a quorum, which consists of 
only 75 members. The principal need now is for the tribal member- 
ship to make some decisions regarding governmental and economic 
organization on the basis of the data that is available. The tribe still 
has 6 months under the present law for evaluation and decision making. 
We believe that the tribe should first try to complete its plan within 
that time as it originally proposed to do. If the plan prepared within 
that time limitation proves to be inadequate, the plan will neverthe- 
eer the basis for determining whether remedial legislation is 
needed. 
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The tribe has informed your committee that State legislation may 
be necessary to carry out some of the plans now under consideration; 
The nature of those plans has not been revealed. We believe that 
the termination of the Federal trust should not be made contingent 
upon the enactment of State legislation unless the State legislation jg 
essential to protect the tribal property. If the requested State legis- 
lation is in terms of special or preferential treatment for the Menominee 
Tribe, it should not be considered a prerequisite to the termination of 
the Federal trust. 

The second thing that the bill does is to change the final termination 
date from December 31, 1958, to December 31, 1960. Until the tribal 
plan has been completed and evaluated, we believe that there is no 
adequate reason to change the termination date. The need for a 
change, if any, will depend upon the contents of the plan. 

Last year Congress amended the Termination Act so that the 
Federal Government bears the full cost of the termination program. 
The pending bill which would delay that program should be considered 
in the light of that action. Your committee was informed last year 
that Federal financing of the Menominee trust termination program 
would cost not to exceed $30,000 for fiscal year 1957. Tribal claims 
for reimbursement of incurred trust termination expenses and pro- 
jected expenditures far exceed that rate. Moreover, rather than con- 
cerning themselves with decisions necessary to transfer the existing 
trust to an unrestricted entity, the tribal leadership presses for 
Federal financing of such ventures as complete geological surveys in 
an area of very low mineral probability, investigation and development 
of the reservation’s commercial recreational potential, etc. In addi- 
tion, the Department is financing a special Menominee adult educa- 
tional program for vocational training and acculturation at the rate 
of $250,000 per year. We still feel that the Federal Government 
should bear the necessary and direct cost for terminating the Federal 
trusteeship, but we feel also that the mounting costs of the transitional 
program emphasize the need for compacting it into the shortest 
reasonable period. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report. 

Sincerely yours, 
Roacer Ernst, 
Assistant Secretary of the Interior. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., August 12, 1957. 
Hon. Ricuarp L. NevBercer, 
Chairman, Subcommittee on Indian Affairs, 
Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear Senator Nevpercer: This will supersede our report dated 
July 11, 1957, on S. 2131, a bill to provide that the dates for submission 
of plan for future control of property and transfer of the trust property 
of the Menominee Tribe shall be delayed. 

We recommend that the bill be enacted if it is amended as suggested 
below. This recommendation is based upon a careful reconsideration 
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of the subject in the light of the testimony and opinions expressed 
during the hearings before the House committee on a companion bill, 
and particularly the recommendations of the State of Wisconsin. 

1. The Department does not oppose an extension of the present 
dates in the Menominee Termination Act for a reasonable time if 
adequate provisions are included to assure the completion of the 
program within the new time limits that are set. Specifically, we 
feel that if the tribe fails to prepare an acceptable plan for handling 
the tribal assets within the extended time allowed for that purpose, the 
pill should authorize the Secretary to prepare a plan for transferring 
the tribal property to a corporation or trustee for liquidation or 
management on behalf of the members of the tribe, and to carry the 
plan into effect. Similar provisions were included in the termination 
acts for Western Oregon, for the Paiute Tribes in Utah, and for 
Wyandotte Oklahoma Tribe. 

2. We believe that the extended time limits should be 1 year for 
submitting an acceptable plan (making the date December 31, 1958) 
and 2 years for final termination of the Federal trust (making it 
December 31, 1960). 

The Menominee Indian Study Committee set up by the State has 
indicated that it believes that this planning date, which is 16 months 
from now, is adequate time to do the job, and we feel that it is, too. 

With respect to the final termination date, the State has asked for 
an extension of 2% years in order to allow 2 different sessions of the 
State legislature to consider any State legislation that may be pro- 
posed by the tribe. We feel that the Federal terminal date should 
not be based upon speculative State legislation that has not been 
formulated. We further feel that the tribe should base its plan on 
the law as it is, or as it may be changed by the State legislature prior 
to the date of termination. If further changes in the State law are 
made subsequently, the tribal corporation or trust can be modified to 
take advantage of the new law in the same way that any other organi- 
zation might take advantage of it. We therefore feel that a 2-year 
extension of the terminal date, which means 2 full years after the 
approved plan is completed, is adequate. 

3. With respect to the cost of the terminal program, Congress has 
already committed the Federal Government to reimburse the tribe 
for all approved expenses based upon a December 31, 1958, terminal 
date. If that is extended, we believe that it would be fair to require 
the Federal Government to pay only one-half of the approved ter- 
minal costs that are incurred during the extended 2-year period. 

The amendments necessary to carry out the foregoing recom- 
mendations are: 

On page 1, line 3, delete “sections 7 and 8 of”’. 

On page 1, line 8, after ‘“amended”’ strike the remainder of the bill 
and insert in lieu thereof the following: ‘as follows: 

“(a) Section 7 is amended to read: 

“ ‘Sec. 7. The tribe shall as soon as possible and in no event later 
than December 31, 1958, formulate and submit to the Secretary a 
plan for the future control of the tribal property and service functions 
now conducted by or under the supervision of the United States, 
including but not limited to services in the fields of health, education, 
welfare, credit, roads, and law and order, and for all other matters 
involved in the withdrawal of Federal supervision. The Secretary 
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is authorized to provide such reasonable assistance as may be requested 
by officials of the tribe in the formulation of the plan heretofore 
referred to, including necessary consultations with representatives 
of Federal departments and agencies, officials of the State of Wisconsin 
and political subdivisions thereof, and members of the tribe. The 
Secretary shall accept such tribal plan as the basis for the conveyance 
of the tribal property if he finds that it will treat with reasonable 
equity all members on the final roll of the tribe prepared pursuant 
to section 3 of this Act, and that it conforms to applicable Federal and 
State law. In the event the tribe fails to submit a plan approvable 
under the terms of this Act by December 31, 1958, the Secretary shall 
cause such a plan to be prepared and submitted to the tribe within 
three months thereafter. The tribe shall thereafter have three months 
within which to accept the plan of the Secretary or to submit to the 
Secretary tribal proposals for modification. If the Menominee 
Tribe and the Secretary cannot agree upon a plan within the afore- 
mentioned six months period, the Secretary shall within the following 
six months transfer the tribal property to a trustee of his choice for 
management or disposition for the benefit of the Menominee Tribe, 
The responsibility of the United States to furnish all such supervision 
and services to the tribe and to the members thereof, because of their 
status as Indians, shall cease on December 31, 1960, or on such earlier 
date as may be agreed upon by the tribe and the Secretary. The 
plan submitted by the tribe shall contain provision for protection 
of the forest on a sustained yield basis and for the protection of the 
water, soil, fish and wildlife. To the extent necessary, the plan 
shall provide for such terms of transfer pursuant to section 8 of this 
Act, by trust or otherwise, as shall insure the continued fulfillment 
of the plan. The Secretary, after approving the plan, shall cause the 
plan to be published in the Wedel Register. The sustained yield 
management requirement contained in this Act, and the possible 
selection of a trustee in the event of a tribal planning default, shall not 
- construed by any court to impose a financial liability on the United 
tates.’ 

“(b) Section 8 is amended by striking out ‘December 31, 1958’, 
where it appears, and by inserting in lieu thereof ‘December 31, 1960’. 

“(c) Section 6 is amended by changing the last sentence thereof 
to read as follows: 

** ‘Such amounts of Menominee tribal funds as may be required for 
this purpose shall be made available by the Secretary, and there is 
hereby authorized to be appropriated out of any money in the Treasury 
not otherwise appropriated such sums as may be necessary to reim- 
burse the tribe for expenditures approved by the Secretary for carry- 
ing out the purposes of this Act that are incurred prior to December 
31, 1958, and one-half of such expenditures that are incurred thereaf- 
ter.’ ”’ 

During the hearings before your subcommittee you asked that we 
furnish language that would make the provision on termination ex- 

enses correspond to the provision applicable to the Klamath Tribe. 
he following language is offered as a drafting service in accordance 
with your request. It would be a substitute for paragraph (c) above: 

“(e) Such amounts of Menominee tribal funds as may be requir 
for this purpose shall be made available by the Secretary, and there 
is hereby authorized to be appropriated out of any money in the 
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Treasury not otherwise appropriated such sums as may be necessary 
to reimburse the tribe for one-half of the expenditures approved by 
the Secretary for carrying out the purposes of this Act, but not to 
exceed $275,000.’ 

We originally estimated that total termination costs would be 
approximately $500,000. The extension of time should not ineréase 
that cost by more than about $50,000, making a total of $550,000. 

Sincerely yours, 
HatFieLtp CHILSON, 
Acting Secretary of the Interior. 





Executive OFFICE OF THE PRESIDENT, 
BuREAU OF THE BuDGET, 
Washington, D. C., July 16, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuarrman: This is in response to your request for 
the views of the Bureau of the Budget with respect to S. 2131, to 
provide that the dates for submission of plan for future control of 
property and transfer of the trust property of the Menominee Tribe 
shall be delayed. 

If enacted, this bill would defer the final termination of Federal 
responsibility over the affairs of the Menominee Tribe of Indians from 
December 31, 1958, until December 31, 1960. In a report he is 
making to your committee on this measure, the Secretary of the 
Interior recommends that the bill not be enacted. 

You are advised that the Bureau of the Budget recommends 
against enactment of S. 2131 for the reasons set forth in the report of 
the Secretary of the Interior. 

Sincerely yours, 
Rosert E. Merriam, 
Assistant Director, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill H. R. 
6322, as reported, are shown as follows (existing law proposed to be 
omitted is enclosed in black brackets, new matter is printed in italic, 
existing law in which no change is proposed is shown in roman): 


Act or JuNE 17, 1954 (68 Strat. 250) 


The purpose of this Act is to provide for orderly termination of 
Federal supervision over the property and members of the Menominee 
Indian Tribe of Wisconsin. 

Src. 2. For the purposes of this Act— 

(a) ‘Tribe’? means the Menominee Indian Tribe of Wisconsin; 

(b) “Secretary” means the Secretary of the Interior. 

Sec. 3. At midnight of the date of enactment of this Act the roll 
of the tribe maintained pursuant to the Act of June 15, 1934 (48 Stat. 
965), as amended by the Act of July 14, 1939 (53 Stat. 1003), shall be 
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closed and no child born thereafter shall be eligible for enrollment: 
Provided, That applicants for enrollment in the tribe shall have three 
months from the date the roll is closed in which to submit applications 
for enrollment: Provided further, That the tribe shall have three 
months thereafter in which to approve or disapprove any application 
for enrollment: Provided further, That any applicant whose appli- 
cation is not approved by the tribe within six months from the date of 
enactment of this Act may, within three months thereafter, file with 
the Secretary an appeal from the failure of the tribe to approve his 
application or from the disapproval of his application, as the case 
may be. The decision of the Secretary on such appeal shall be final 
and conclusive. When the Secretary has made decisions on all 
appeals, he shall issue and publish in the Federal Register a Procla- 
mation of Final Closure of the roll of the tribe and the final roll of 
the members. Effective upon the date of such proclamation, the 
rights or beneficial interests of each person whose name appears on 
the roll shall constitute personal property and shall be evidenced by 
a certificate of beneficial interest which shall be issued by the tribe. 
Such interests shall be distributable in accordance with the laws of 
the State of Wisconsin. Such interests shall be alienable only in 
accordance with such regulations as may be adopted by the tribe. 

Sec. 4. Section 6 of the Act of June 15, 1934 (48 Stat. 965, 966), is 
hereby repealed. 

Sec. 5. The Secretary is authorized and directed, as soon as practi- 
cable after the passage of this Act, to pay from such funds as are 
deposited to the credit of the tribe in the Treasury of the United 
States $1,500 to each member of the tribe on the rolls of the tribe on the 
date of this Act. Any other person whose application for enrollment 
on the rolls of the tribe is subsequently approved, pursuant to the 
terms of section 3 hereof, shall, after enrollment, be paid a like sum 
of $1,500: Provided, That such payments shall be made first from 
any funds on deposit in the Treasury of the United States to the credit 
of the Menominee Indian Tribe drawing interest at the rate of 
5 per centum, and thereafter from the Menominee judgment fund, 
symbol 14X7142. 

Sec. 6. [The tribe is authorized to select and retain the services of 
qualified management specialists, including tax consultants, for the 
purpose of studying industrial programs on the Menominee Reserva- 
tion and making such reports or recommendations, including ap- 
praisals of Menominee tribal property, as may be desired by the tribe, 
and to make other studies and reports as may be deemed necessary 
and desirable by the tribe in connection with the termination of Federal 
supervision as provided for hereinafter. Such reports shall be com- 
pleted not later than December 31, 1957. Such specialists are to be 
retained under contracts entered into between them and authorized 
representatives of the tribe, subject to approval by the Secretary. 
Such amounts of Menominee tribal funds as may be required for this 
purpose shall be made available by the Secretary, and there is hereby 
authorized to be appropriated out of any money in the Treasury not 
otherwise appropriated, such sums as the Secretary shall deem neces- 
sary to reimburse the tribe for the expenditure of tribal funds pur- 
suant to this section or for any other expenditure of tribal funds 
approved by the Secretary for the purpose of carrying out the purposes 
of this Act.] The tribe 1s authorized to select and retain the services of 
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qualified management specialists, including tax consultants, for the pur- 
se of studying industrial programs on the Menominee Reservation 
and making such reports or recommendations, including appraisals 
of Menominee tribal property, as may be desired by the tribe, and to 
make other studies and reports as may be deemed necessary and desirable 
by the tribe in connection with the termination of Federal supervision 
as provided for hereinafter. Such reports shall be completed not later 
than December 31, 1958. Such specialists are to be retained under 
contracts entered into between them and authorized representatives ot the 
tribe, subject to approval by the Secretary. Such amounts of Menominee 
tribal funds as may be required for this purpose shall be made available 
by the ee In order to reimburse the Tribe, in part, for expendi- 
ture of such tribal funds as the Secretary deems necessary for the purposes 
of carrying out the requirements of this section, there is hereby auihorized 
to be appropriated out of any money in the Treasury not otherwise 
appropriated, an amount equal to one-half of such expenditures from 
tribal funds, or the sum of $275,000, whichever is the lesser amount. 
“Sec. 7. [The tribe shall as soon as possible and in no event later 
than December 31, 1957, formulate and submit to the Secretary a 
plan for the future control of the tribal property and service functions 
now conducted by or under the supervision of the United States, 
including, but not limited to, services in the fields of health, education, 
welfare, credit, roads, and law and order, and for all other matters 
involved in the withdrawal of Federal supervision. The Secretary 
is authorized to provide such reasonable assistance as may be re- 
quested by officials of the tribe in the formulation of the plan hereto- 
fore referred to, including necessary consultations with represent- 
atives of Federal departments and agencies, officials of the State of 
Wisconsin and political subdivisions thereof, and members of the 
tribe: Provided, That the responsibility of the United States to furnish 
all such supervision and services to the tribe and to the members 
thereof, because of their status as Indians, shall cease on December 31, 
1958, or on such earlier date as may be agreed upon by the tribe and 
the Secretary. The plan shall contain provision for protection of the 
forest on a sustained yield basis, and for the protection of the water, 
soil, fish and wildlife. To the extent necessary, the plan shall provide 
for such terms of transfer pursuant to section 8 of this Act, by trust 
or otherwise, as shall insure the continued fulfillment of the plan. 
The Secretary, after approving the plan, shall cause the plan to be 
published in the Federal Register. The sustained yield management 
requirement contained in this Act shall not be construed by any court 
to impose a financial liability on the United States.”J) The tribe 
shall as soon as possible and in no event later than December 31, 1958, 


formulate and submit to the Secretary a plan for the future control of the 


tribal property and service functions now conducted by or under the 
supervision of the United States, including but not limited to services 
in the fields of health, education, welfare, credit, roads, and law and order, 
and for all other matters involved in the withdrawal of Federal super- 
vision. The Secretary is authorized to provide such reasonable assistance 
as may be requested by officials of the tribe in the formulation of the plan 
heretofore referred to, including necessary consultations with repre- 
sentatives of Federal departments and agencies, officials of the State 
of Wisconsin and political subdivisions thereof, and members of the 
tribe. The Secretary shall accept such tribal plan as the basis for the 
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conveyance of the tribal property if he finds that it will treat with reason. 
able equity all members on the final roll of the tribe prepared pursuant to 
section 8 of this Act, and that ut conforms to applicable Federal and State 
law. In the event the tribe fails to submit a plan approvable under the 
terms of this Act by December 31, 1958, the Secretary shall cause such q 
plan to be prepared and submitted to the tribe within three months there. 
after. The tribe shall thereafter have three months within which to 
accept the plan of the Secretary or to submit to the Secretary tribal pro- 
posals for modification. If the Menominee Tribe and the Secreta: 
cannot agree upon a plan within the aforementioned six months oeial 
the Secretary shall within the following six months transfer the tribal 
property to a trustee of his choice for management or disposition for 
the benefit of the Menominee Tribe. The responsibility of the United 
States to furnish all such supervision and services to the tribe and to the 
members thereof, because of their status as Indians, shall cease on De- 
cember 31, 1960, or on such earlier date as may be agreed upon by the 
tribe and the Secretary. The plan shall contain provision for protection 
of the forest on a sustained yield basis and for the protection a water, 
soil, fish and wildlife. To the extent necessary, the plan s provide 
for such terms of transfer pursuant to section 8 of this Act, by trust or 
otherwise, as shall insure the continued fulfillment of the plan. The 
Secretary, after approving the plan, shall cause the plan to be published 
in the Federal Register. The sustained yield management requirement 
contained in this Act, and the possible selection of a trustee in the event 
of a tribal planning default, shall not be construed by any court to impose 
a financial liability on the United States.” 

Sec. 8. The Secretary is hereby authorized and directed to transfer 
to the tribe, on [December 31, 1958] December 31, 1960, or on such 
earlier date as may be agreed upon by the tribe and the Secretary, 
the title to all property, real and personal held in trust by the United 
States for the tribe: Provided, however, That if the tribe obtains a 
charter for a corporation or otherwise organizes under the laws of a 
State or of the District of Columbia for the purpose, among any 
others, of taking title to all tribal lands and assets and enterprises 
owned by the tribe or held in trust by the United States for the tribe, 
and requests such transfer to be made to such corporation or organiza- 
tion, the Secretary shall make such transfer to such corporation or 
organization. The Secretary is authorized, in his discretion, to trans- 
fer to the tribe or any member or group of members thereof any 
federally owned property acquired, withdrawn, or used for the admin- 
istration of the affairs of the tribe which he deems necessary for In- 
dian use, or to transfer to a public or nonprofit body any such property 
which he deems necessary for public use and from which members of 
the tribe will derive benefits. 

Src. 9. No distribution of the assets made under the provisions of 
this Act shall be subject to any Federal or State income tax: Provided, 
That so much of any cash distribution made hereunder as consists 
of a share of any interest earned on funds deposited on the Treasury 
of the United States pursuant to the Supplemental Appropriation 
Act, 1952 (65 Stat. 736, 754), shall not by virtue of this Act be exempt 
from individual income tax in the hands of the recipients for the 
year in which paid. Following any distribution of assets made 
under the provisions of this Act, such assets and any income derived 
therefrom in the hands of any individual, or any corporation or 
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organization as provided in section 8 of this Act, shall be subject 
to the same taxes, State and Federal, as in the case of non-Indians, 
except that any valuation for purposes of Federal income tax on 

ins or losses shall take as the basis of the particular taxpayer the 
value of the property on the date title is transferred by the United 
States pursuant to section 8 of this Act. 

Sec. 10. When title to the property of the tribe has been transferred, 
as provided in section 8 of this Act, the Secretary shall publish in the 
Federal Register an appropriate proclamation of that fact. There- 
after individual members of the tribe shall not be entitled to any of 
the services performed by the United States for Indians because of 
their status as Indians, all statutes of the United States which affect 
Indians because of their status as Indians shall no longer be applicable 
to the members of the tribe, and the laws of the several States shall 
apply to the tribe and its members in the same manner as they apply 
to other citizens or persons within their jurisdiction. Nothing in 
this Act shall affect the status of the members of the tribe as citizens 
of the United States. 

Sec. 11. Prior to the transfer pursuant to section 8 of this Act, the 
Secretary shall protect the rights of members of the tribe who are 
less than eighteen years of age, non compos mentis, or in the opinion 
of the Secretary in need of assistance in conducting their affairs, by 
causing the appointment of guardians for such members in courts of 
competent jurisdiction, or by such other means as he may deem 
adequate. 

Suc. 12. The Secretary is authorized and directed to promulgate 
such rules and regulations as are necessary to effectuate the purposes 
of this Act. 

Sec. 13. If any provision of this Act, or the application thereof to 
any person or circumstance, is held invalid, the remainder of the Act 
and the application of such provision to other persons or circumstances 
shall not & affected thereby. 

O 








Calendar No. 1151 


85TH CoNGRESS | SENATE { Report 
1st Session No. 1117 





MUTUAL SECURITY APPROPRIATION BILL, 1958 
Avcustr 26, 1957.—Ordered to be printed 


Mr. Haypen, from the Committee on Appropriations, submitted the 
following 


REPORT 


[To accompany H. R. 9302] 


The Committee on Appropriations, to whom was referred the bill 
(H. R. 9302) making appropriations for Mutual Security for the fiscal 
year ending June 30, 1958, and for other purposes, report the same to 
the Senate with various amendments and present herewith informa- 
tion relative to the changes made. 


Amount of bill as passed House_..-....-..-..-.-. $2, 524, 760, 000 
Amount of increase by Senate.............-----.- 500, 900, 000 
Amount of bill as reported to the Senate.... 3, 025, 660, 000 
Amount of estimates, 1958_...........-----.--.-. 3, 386, 860, 000 
Amount of appropriations, 1957............-..... 3, 766, 570, 000 
The bill as reported to the Senate: 
Under the estimates for 1958_...-......._ _. 361, 200, 000 
Under the appropriations for 1957............ 740, 910, 000 


23004°—58_ S. Rept., 85-1, vol. 4-4 
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SumMMARY oF BILL 


The total of the budget estimates submitted in House Document 
No. 225 dated August 14, 1957, is $4,001,460,000. Of this amount, 
new appropriations totaling $3,386,860,000 are proposed. The reap- 
propriation of $614,600,000 of unobligated balances of prior year 
funds is also requested. In addition, the sum of $93,673,000 remaining 
unobligated in the President’s fund for Asian economic development 
continues available through June 30, 1958. The total obligational 
authority contemplated by the Budget for the fiscal year, therefore, 
is $4,095,133,000. 

The House bill for 1958 includes new appropriations of $2,524,760,- 
000, together with the reappropriation of unobligated prior year 
balances in the amount of $667,050,000. These amounts, together 
with the carryover balance available from the President’s Asian fund, 
will provide new obligational authority of $3,285,483,000 for fiscal 
year 1958 under the House bill. 

The committee recommends an appropriation of $3,025,660,000 in 
new funds, and the reappropriation of $667,050,000 of prior year 
funds, which will provide new obligational authority of $3,692,710,000. 
The committee recommendation provides an increase of $500,900,000 
in new funds, which when added to the House bill will provide a 
total of $3,786,383,000 including the balance available from the 
President’s Asian fund. 


Miuitary AssIsTANCE 


Programs included under this general head are designed to provide 
the military equipment, training, and direct forces support for 40 
nations to develop or maintain specific military and related units at 
a given level of effectiveness. 

he authorization request for military assistance was $1,900,000,000 
plus the reappropriation of the unobligated balance which was orig- 
inally estimated at $500,000,000. The following table shows the 
proposed distribution by area of the authorization request of 
$2,400,000,000. 


MONG 6.55 caectues levee. aoscuplul dibs dl cise cae. $338, 509, 000 
Near: Hast, South Agia, and, Afriqg.. « dsccnebunehossh <aslseetios 390, 407, 000 
IIE Br TIIEING x os cha: d 0: dxee:sireecy soe: imitans atlcniemeken aitadisdatanies Gein ieamemsieiaias 689, 829, 000 
SERA AEN ORRTR ER ete 0 Nay St he re iN 25, 956, 000 
Nompewienal.s.< 2522s i iu a CN eS 955, 299, 000 


The authorizing legislation provides that not to exceed 
$1,600,000,000 may be appropriated for this item. Section 548 of the 
Mutual Security Act also provides that unexpended balances of funds 
heretofore made available under authority of that act are authorized 
2 Ay continued available for the general purposes for which appropri- 
ated. 

The House bill recommends an appropriation of $1,250,000,000 for 
this item plus the reappropriation of $538,800,000 for a total of 
$1,788,800,000. 

The committee recommends an appropriation of $1,475,000,000, 
an increase of $225,000,000 over the amount allowed by the House. 
This amount together with the funds reappropriated will provide a 
total of $2,013,800,000 for military assistance. 

Language has been included in the bill to continue the availability 
of funds for military assistance until expended. 
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DEFENSE SUPPORT 


In past years the term ‘Defense support” included, for nations 
receiving substantial military assistance, some economic assistance 
provided for purposes other than defense such as economic develop- 
ment. For fiscal year 1958 there is included under this heading only 
that aid necessary to enable a country to raise and support military 
forces for the common defense and to assure the maintenance of United 
States military bases abroad. 

The authorization request for this item was $900,000,000, as follows: 


Cs oe De eS ett can eee OMas annie awe nee $30, 000, 000 
Near East, South Asia and Africa. ........--..-.-..--------.-. 202, 000, 000 
BD ER BNE TAR hk atts <b en west itiidin docdbeuibiaibn ch 668, 000, 000 


The amount for individual countries is classified. The countries 
included are: Spain, Greece, Iran, Turkey, Pakistan, Ethiopia, Libya, 
Morocco, Cambodia, Korea, Laos, Philippines, Taiwan, Thailand, and 
Vietnam. 

There was included in the House bill an appropriation of $585 ,000,000 
plus the reappropriation of $36,000,000 of prior year balances, making 
a total of $621,000,000 available for this item. 

The committee recommends an appropriation of $689,000,000, an 
increase of $104,000,000 over the amount allowed by the House. 
This amount together with the funds reappropriated will provide a 
total of $725,000,000 for defense support. 

Language has been included in the bill to continue the availability 
of funds for defense support until expended. The committee also re- 
duced the amount earmarked for Spain from $40,000,000 to $35,000,000. 


DEVELOPMENT LOAN FunpD 


The purpose of the development loan fund as stated in section 
201 of the act is “to strengthen friendly foreign countries by en- 
couraging the development of their economies through a competitive 
free enterprise system; to minimize or eliminate barriers to the flow 
of private investment capital and international trade; to facilitate 
the creation of a climate favorable to the investment of private capital; 
and to assist, on a basis of self-help and mutual cooperation, the 
efforts of free peoples to develop their economic resources and to 
increase their productive capabilities.” 

The authorizing legislation provided that not to exceed $500,000,000 
may be appropriated without fiscal year limitation for this fund. 
In addition, there was authorized to be appropriated to the President 
without fiscal year limitation, for advances to the fund beginning 
in the fiscal year 1959, not to exceed $625,000,000. 

The House bill included the sum of $300,000,000 for this fund, 
which is a reduction of $200,000,000 in the amount of the budget 
estimate and in the amount authorized. 

The committee recommends an appropriation of $400,000,000, 
an increase of $100,000,000 over the amount allowed by the House. 

The committee is convinced that in the making of loans to foreign 
countries from the funds herein appropriated, the best interest of the 
United States will be served if the loan agreements are so drawn that 
they will provide for both the interest and amortization payments to 
begin at the end of the first year following the making of the loan. 
The committee, therefore, has given its approval of the funds here- 
with appropriated with the understanding that the Department of 
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State and the Director of the International Cooperation Administra- 
tion will follow this practice in granting loans to foreign countries. 

If exceptional cases should develop where it is clearly in the best 
interests of the United States to limit first year payments to interest 
only and to defer starting amortization payments for 2 or 3 years, 
such exceptional cases should be reported separately—and at the time 
such loans are consummated—to the 2 Appropriations Committees 
of Congress together with the reasons why exception was made to 
the policy outlined in the foregoing paragraph of this report. 


DEVELOPMENT ASSISTANCE 


No new appropriations are proposed for this item for fiscal year 1958. 
It is expected that the new development loan fund together with 
the special assistance authorization carried elsewhere in the bill will 
take the place of this activity. 

However, it was requested in the budget estimate that not to exceed 
$52,000,000 of the unobligated balances of funds heretofore made 
available for development assistance be continued available in fiscal 
year 1958 for the purposes originally intended. This amount is to 
cover agreements negotiated during the past year with Saudi Arabia, 
Burma, and Indonesia, for which obligations could not be recorded 
because they were not signed prior to June 30, 1957. The committee 
concurs in the action of the House in including language in the bill to 
continue this amount available during fiscal year 1958 to honor these 
agreements. 

TECHNICAL COOPERATION 


Technical cooperation—known also as point 4— involves the sharing 
of skills, knowledge, and techniques with people of the underdeveloped 
areas of the world. Such programs are carried out at the request 
of foreign governments to supplement their own efforts to increase 
their levels of technical competence, to further their economic de- 
velopment, and to improve the standard of living of their people. 
Technical cooperation is extended by sending technicians to partici- 
pating countries to advise and teach, and by Sbinatiig selected foreign 
technicians to the United States or other countries for advanced 
training. 

Funds have been requested for proposed programs for 57 nations 
and dependent territories on a direct government-to-government 
basis, which is the general authorization item. In addition, United 
States contributions to technical assistance programs through the 
United Nations are requested in the item, “United Nations Technical 
Assistance.” There is also an item for the Organization of American 
States. 


TECHNICAL CooPERATION, GENERAL AUTHORIZATION 


The budget request for this purpose is $151,900,000. This is 
broken down by areas as follows: 


Area Budget estimate 
Re ch ct ace mabic tabbn Sim aleiae dkbe aaa $3, 500, 000 
Pee TUONO ih ia han hee dda dulcis deca es ee ee 23, 960, 000 
ET AONB es. aia ss sins ib nis cia'd Cidldedkc WS Whee ck De. Ge 24, 040, 000 
i a i 11, 700, 000 
PEE RNG I PAOMIB. <6. cocn okie bak seu cdi udee bed dawetueee 39, 000, 000 
ame Meneeting: f } ie fps bwhb ceca dake tao cate tees 35, 000, 000 


IIIRRD DORUIIIEOD. 2. .. suc erain digi eepecn bhheueneetiabics eaceneinnsbanianaal 14, 700, 000 
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The House bill recommends an appropriation of $113,000,000, plus 
the reappropriation of $12,000,000 of the unobligated balance of prior 
year funds, making a total of $125,000,000 available, which is a net 
reduction of $26,900,000 in the amount requested. 

The committee recommends an appropriation of $114,900,000, an 
increase of $1,900,000 over the amount allowed by the House. This 
amount together with the funds reappropriated will provide a total of 
$126,900,000 for this purpose. 

Language has been included in the bill to continue the availability 
of funds for technical cooperation, general authorization, until 
expended. 

UNITED NATIONS TECHNICAL ASSISTANCE 


The House included $15,500,000 in the bill for this item, which is 
the full amount of the budget estimate and the authorization. 

The committee concurs in the amount allowed by the House. In 
line with the action taken by the Congress in the authorization act, 
providing for a graduated reduction of the United States contribution 
to the United Nations Technical Assistance program, the committee 
struck out the proviso added by the House, which would limit the 
United States contribution in calendar year 1958 to 33.33 percent of 
the United Nations program. 


ORGANIZATION OF AMERICAN STATES 


The full budget estimate of $1,500,000 is recommended for 1958. 
This is the same amount that was approved by the House and the 
amount provided for 1957. 


MALARIA ERADICATION 


The authorizing legislation provided that not to exceed $23,300,000 
of the funds authorized could be used during the fiscal year 1958 for 
malaria eradication. ‘The President’s program submitted to the Con- 
gress provided $19,400,000 under the head, “Special assistance, general” 
for malaria eradication and $3,900,000 under the head of ‘Technical 
cooperation” for the total of $23,300,000. 

The committee recommends that within the sums allowed a total 
of $23,300,000 be used for malaria eradication. 


OrHEeR PROGRAMS 


Special assistance, general authorization —The Mutual Security Act 
of 1957 authorizes the appropriation of not to exceed $250,000,000 
to the President for the fiscal year 1958 for use on such terms and 
conditions as he may specify for assistance designed to maintain or 
promote political or economic stability or for assistance in accordance 
with the provisions of that act applicable to the furnishing of assist- 
ance under title I (military assistance and defense support), section 
304 (technical cooperation), section 405 (assistance for migrants, refu- 
gees, and escapees), or section 407 (Palestine refugees). The author- 
izing act also provides that $50,000,000 of the funds authorized for 
this item may be used for emergencies and contingencies in accordance 
with the provisions of section 401 (a) of the Mutual Security Act as 
amended. 








eS 
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The committee was informed that $100,100,000 has been pro- 
gramed, and such programing is as follows: $19,400,000 for malaria 
eradication ; $10,000,000 for Hungarian refugees; $3,400,000 for West- 
ern European technical exchange; and $67,300,000 for certain specific 
countries, the breakdown of which is classified. 

The House included in the bill the amount of $175,000,000 for this 
item, a reduction of $75,000,000 in the amount of the budget estimate. 

The committee recommends an appropriation of $225,000,000, an 
increase of $50,000,000 over the amount allowed by the House. 

The committee also reduced the amount earmarked for Guatemala 
from $10,000,000 to $7,500,000. 

Special assistance, Latin America 

The authorizing legislation provided for a total of $25,000,000 for 
the purpose of promoting economic development in Latin America. 
In the utilizing of such sum the act provided that preference shall be 
given to (a) projects or programs that will clearly contribute to pro- 
moting health, education, and sanitation in the areas as a whole or 
among a group or groups of countries of the area, (6) joint health, 
education and sanitation assistance programs undertaken by members 
of the Organization of American States and (c) such land resettlement 
programs as will contribute to the resettlement of foreign and native 
migrants in the areas as a whole or in any country of the area. The 
act provided that not less than 90 percent of the funds made avail- 
able for assistance under this program be on terms of repayment. 

The budget estimate submitted under the authorizing legislation 
provided $25,000,000 for this purpose which was denied entirely by 
the House. 

The committee recommends an appropriation of $20,000,000 for 
special assistance, Latin America. 

Special assistance, joint control areas.—This program provides for 
financial assistance to West Berlin and technical exchange projects in 
Berlin and Austria. The committee recommends the full authorized 
amount and budget estimate, $11,500,000, for this item, which is the 
same amount approved by the House. The amount recommended is 
$700,000 below the funds appropriated for fiscal year 1957 and has 
included language in the bill to continue the availability of funds for 
special assistance joint control areas, until September 30, 1958. 

Intergovernmental Committee for European Migration.—This Com- 
mittee was organized in 1951 to facilitate and increase the movement of 
migrants and refugees from overpopulated countries of Europe who 
would otherwise not be moved. There are presently 27 governments 
who are members. It is estimated that approximately 154,950 
refugees will be moved during 1958. 

The full amount of the budget estimate, $12,500,000 is recommended 
for this purpose. This amount is the same as was provided in the 
House bill and for fiscal year 1957. 

United Nations refugee fund.—The United Nations refugee pro- 
gram is a voluntary United Nations program authorized by the 
General Assembly in 1954 for the purpose of undertaking a program 
of permanent solutions of the problems of unassimilated refugees 
coming within the mandate of the Office of the U. N. High Commission 
for Refugees. 

The bill includes $2,233,000, the amount of the budget estimate and 
the amount of the House bill. This is the full authorization, for the 
United States contributions for an 18-month period comprising the 
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last half of calendar 1957 and all of calendar year 1958. The program 
is scheduled for completion on December 31, 1958. 

Escapee program.—This program is designed to supplement the as- 
sistance given by the country of asylum and the voluntary relief 
agencies to Soviet and satellite escapees in an effort to reestablish the 
needy escapee into an independent, self-sufficient member of the free 
world. 

An appropriation of $5,500,000, the full amount of the budget esti- 
mate and the authorization, is recommended for this program. This 
is the same amount approved by the House. The sum allowed is 
$500,000 less than the amount appropriated for fiscal year 1957. 

United Nations Children’s Fund.—The purpose of this program is to 
improve the health and welfare of children with the principal emphasis 
on permanently improving rather than temporarily relieving adverse 
child health conditions. During calendar year 1956 the fund con- 
tributed to 311 projects in 98 countries and territories which benefited 
an estimated 37,600,000 children and mothers. 

The committee recommends the full authorization and the amount 
of the budget estimate, $11,000,000 for this item. This is the same 
amount approved by the House. This is an increase of $1,000,000 
over the amount appropriated in fiscal year 1957. 

United Nations Relief and Works Agency.—This organization is con- 
cerned with relief and rehabilitation of the Arab refugees from Pal- 
estine. 

The 1956 appropriation bill provided $62,000,000 for this program, 
$58,366,750 by new appropriation and $3,633,250 by reappropriation 
of unobligated balances of prior year funds. For fiscal year 1957, the 
unobligated balance of $45,300,000 was reappropriated. It is esti- 
mated that $23,800,000 of that amount was unobligated as of June 
30, 1957. The committee concurs in the action of the House in rec- 
ommending language in the bill continuing that balance available 
through June 30, 1958. 

North Atlantic Treaty Organization —The committee concurs in the 
action of the House and has included in the bill $1,500,000 for the 
NATO civilian headquarters in Paris. This amount is a reduction 
of $1,200,000 in the budget estimate. 

Ocean freight—The committee recommends the budget estimate, 
$2,200,000, for the payment of ocean freight charges on relief ship- 
ments by voluntary agencies. This is the full amount authorized for 
fiscal year 1958, and the amount approved in the House bill. 

Control Act expenses.—The Director of the International Coop-ra- 
tion Administration is responsible for the administration of the Mutual 
Defense Assistance Control Act of 1951 (Battle Act) for controlling 
exports of strategic materials to the countries behind the Iron Curtain 
by countries which receive United States aid. The committee recom- 
mends the sum of $1,000,000 for this item, which is the amount of the 
budget estimate and the full authorization therefor. This is the same 
amount approved in the House bill. This amount is $175,000 below 
the appropriation for fiscal year 1957. 

General administrative expenses.—The bill includes the budget esti- 
mate of $32,750,000 for necessary administrative expenses for the 
International Cooperation Administration and the refugee and migra- 
tion program. This sum is identical with the sum recommended by 
the House. This is the same amount as contained in the authoriza- 
tion legislation. The amount included is $2,581,100 over the amount 
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rovided for fiscal year 1957 when comparative transfers are taken 
into consideration. Approximately $1,100,000 of the increase is for 
payment into the civil service retirement fund. The remainder of 
the increase is primarily to cover full year salary costs for personnel 
employed on a part-year basis in 1957, new missions, and to strengthen 
the audit-control activity. 

Atoms for peace.—In lieu of the new appropriation of $7,000,000 
requested, the committee concurs in the action of the House in recom- 
mending the reappropriation of the unobligated balance of $4,450,000 
for this program, which has for its purpose the promotion of the 
peaceful uses of atomic energy abroad. An appropriation of 
$5,500,000 was made for this item for fiscal year 1957. Of that 
amount $1,050,000 was obligated through June 30, 1957, leaving 
about 80 percent of the 1957 appropriation unobligated. 

Administrative expenses, State.-—The bill includes $4,577,000 for 
administrative expenses of the Department of State which are in- 
curred for the functions directly related to the mutual security pro- 
gram and the United States regional office, Paris. This is the same 
amount approved in the House bill. The amount allowed is approx- 
imately the same as the amount provided for fiscal year 1957. This 
appropriation was previously included in the item of administrative 
expenses for the International Cooperation Administration. The 
Mutual Security Act of 1956 authorized a separate appropriation for 
this item. 

Language has been included in the bill which would permit funds 
appropriated for State Department mutual security administrative 
expenses to be consolidated with other appropriations for Department 
of State administrative expenses. 


PuBuiciry OR PROPAGANDA 


The following provision, adopted on the floor of the House has 
been amended by the committee as indicated: 
Sxc. 102. No part of any appropriation contained in this Act shall be used for 


publicity or propaganda purposes net 
within the United States. 


LIMITATION ON May-JunE OBLIGATIONS 


The committee recommends that the following provision included 
in the House bill be stricken: 

Sec. 106. Except for the appropriations entitled “Special assistance, general 
authorization” and “Development loan fund’, not more than 20 per centum of 
any appropriation item made available by this Act shall be obligated and/or 
reserved during the last two months of the fiscal year. 


Arp To ScHooLs AND LIBRARIES ABROAD 


The authorizing legislation in section 400 (c) authorized the use of 
not to exceed $10,000,000 for assistance to schools and libraries 
abroad. The House inserted section 107 providing that none of the 
funds shall be available for this purpose. The House provision, 
which has been stricken from the bill by the committee, reads as 
follows: 

Sec. 107. None of the funds made available by this Act shall be used to carry 


out the purposes of the first sentence of section 400 (c) of the Mutual Security 
Act of 1954, as amended. 
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MILEAGE AND SUBSISTENCE ALLOWANCES FOR 
GRAND AND PETIT JURORS 


Av@austT 26, 1957.—Ordered to be printed 


Mr, Eastianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany H. R. 3370] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 3370) to amend section 1871 of title 28, United States Code, to 
increase the mileage and subsistence allowances of grand and petit 
jurors, having considered the same, reports favorably thereon, without 
amendment, and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to increase the mileage 
and subsistence allowances for grand and petit jurors summoned to 
serve in the United States district courts. 


STATEMENT 


The proposed legislation, requested on behalf of the Judicial Con- 
ference of the United States by the Administrative Office of the United 
States Courts, would increase the allowances of grand and petit jurors 
summoned to serve in United States Courts as follows: 

Subsistence from $5 per day to $7 per day; 
Mileage from 7 cents per mile to 10 cents per mile. 


The present allowances were established on July 14, 1949 (63 Stat. 
411), and have remained unchanged in the years since then. 
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The Administrative Office of the United States Courts, in requesting 
the proposed legislation, has written to the Congress as follows: 


In the last 7 years the cost of goods and services includin 
hotel accommodations, food, and transportation has inaboadlia 
significantly and for all other Government employees the sub- 
sistence allowance has been raised to $12 per day and the 
mileage allowance for travel by private conveyance is now 
set as 10 cents or more per mile. The proposed legislation 
will provide modest increases in the expense allowances for 
jurors who are required to stay overnight away from home 
at the place of holding court and for the jurors who are re- 
quired to travel to and from the place of holding court. It is 
only a measure of fairness to them and to the extent that the 
proposed increases in these expense allowances will serve to 
provide suitable jurors who may serve with a more adequate 
provision to cover their actual expenses, the public interest 
will be served and a contribution to a greater efficiency in the 
administration of justice will be made. 


The committee believes that the proposed legislation is meritorious 
and recommends it favorably. 

Attached and made a part of this report is a letter, dated January 
7, 1957, from the Administrative Office of the United States Courts. 


ADMINISTRATIVE OFFICE OF THE UNITED States Courts, 
Washington, D. C., January 7, 1957. 
Hon. Sam Raysorn, 
Speaker of the House of Representatives, 
Washington, D.C. 

Dear Mr. Speaker: On behalf of the Judicial Conference of the 
United States I transmit herewith for the consideration of the Con- 
gress the draft of a bill, approved by the Conference, to increase the 
mileage and subsistence allowances of grand and petit jurors sum- 
moned to serve in the United States district courts. 

The present allowances established on July 14, 1949 (63 Stat. 411), 
are $5 per day for subsistence and 7 cents per mile for each mile 
traveled from the juror’s place of residence to the place of holding 
court and return. The proposed legislation would increase these 
allowances to $7 per day for subsistence and 10 cents per mile for 
travel. 

In the last 7 years the cost of goods and services including hotel 
accommodations, food, and transportation has increased significantly 
and for all other Government employees the subsistence allowance 
has been raised to $12 per day and the mileage allowance for travel 
by private conveyance is now set as 10 cents or more per mile. The 

roposed legislation will provide modest increases in the expense al- 
a for jurors who are required to stay overnight away from 
home at the place of holding court and for the jurors who are required 
to travel to and from the soe of holding court. It is only a measure 
of fairness to them and to the extent that the proposed increases in 
these expense allowances will serve to provide suitable jurors who 
may serve with a more adequate provision to cover their actual ex- 
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penses, the public interest will be served and a contribution to a 
ater efficiency in the administration of justice will be made. 

I hope that the bill may be introduced in the House and referred to 
the appropriate committee and I shall be glad to furnish whatever 
additional information with regard to this proposed legislation that 
the committee may desire. 

Yours sincerely, 
Exmore Wutreuvrst, Acting Director. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 

orted, are shown as follows (matter to be stricken is enclosed in 
black brackets, new matter is printed in italics, existing law in which 
no change is proposed is shown in roman) : 


§ 1871. Fees 


Grand and petit jurors in district courts or before United States 
commissioners shall receive the following fees, except as otherwise 
expressly provided by law: 

F or actual attendance at the place of trial or hearing and for the 
time necessarily occupied in going to and from such place at the 
beginning and end of such service or at any time during the same, 
$7 per day, except that any juror required to attend more than thirty 
days in hearing one case may be paid in the discretion and upon 
the certification of the trial judge a per diem fee not exceeding $10 
for each day in excess of thirty days he is required to hear such case. 

For the distance necessarily traveled to and from a juror’s resi- 
dence by the shortest practicable route in going to and returning 
from the place of service at the beginning a at the end of the term 
of service and for all additional necessary daily transportation ex- 
pense, [7] 10 cents per mile, except that if daily travel appears 
impracticable, subsistence of [$5] $7 per day shall be allowed. en- 
ever in any case the jury is ordered to be kept together and not to 
separate, the cost of subsistence during such period shall be paid by 
the United States marshal upon the order of the court in lieu of the 
foregoing subsistence allowance. 

Jury fees and travel and subsistence allowances provided for by 
this section shall be paid by the United States marshal on the certifi- 
cate of the clerk of the court, and in the case of jury fees in excess of 
$7 per diem, when allowed as hereinabove oer ined on the certificate 
of the trial judge. 0 
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FEDERAL CONSTRUCTION CONTRACT PROCEDURES ACT 





AvaustT 26, 1957.—Ordered to be printed 


Mr. McCuetzan, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R, 7168] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 7168) to prescribe policy and procedure in connection with 
construction contracts made by executive agencies, and for other 
purposes, having considered the same, reports favorably thereon, 
with an amendment, and recommends that the bill, as amended, do 
ass, 

, AMENDMENT 


On page 9, lines 17 and 18, strike the words “to a point five feet 
outside the building line.” and insert in lieu thereof the following: 
“to be performed as part of the construction contract.” 


PURPOSE OF THE AMENDMENT 


The purpose of the proposed amendment is to comply with the 
suggestion of the construction industry that the limitation contained 
in the words “to a point 5 feet outside the building line” does not 
represent the practice or custom in the construction industry and 
this limitation might be misconstrued in collateral proceedings m a 
way to cause jurisdictional disputes. This language is intended to 
make clear that mechanical specialty work is not limited to 5 feet 
outside the building line. The substitution of the words ‘‘to be per- 
formed as part of the construction contract” is made simply to insure 
that the mechanical specialty subcontractors who must be listed are 
only those who will perform work in the construction contract. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to prescribe 
policy and procedure so as to improve existing practices in connection 
with the letting of lump-sum construction contracts, thereby placing 
the awarding of such contracts on a more efficient basis. 


23004°—58 SS. Rept., 85-1, vol. 447 
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The proposed legislation is also designed to eliminate the unfair 
trade practices of bid shopping and bid peddling in connection with 
Federal construction. It will give assurance to the mechanical 
specialty subcontractors that their bids will not be misused. It wil] 
accordingly, give the Government the benefit of a full range of mechan. 
ical specialty bids because greater competition will be encouraged in 
this field. Moreover, it will give the independent businessmen in 
the mechanical specialty fields greater opportunity to obtain a fair 
share of Federal construction. Also, since the general contractor 
will have firm mechanical specialty bids and because the incentive to 
bid shop will be curtailed, the ethical general contractor no longer 
will be at a competitive disadvantage with his competitor who pres- 
ently engages in the unfair trade practice of bid shopping after the 
award of the prime contract. 


HISTORY OF THE LEGISLATION 


During previous Congresses a number of bills similar in purpose 
to this proposed legislation were introduced and considered by this 
committee. 
82d Congress 

In the 82d Congress, S. 2907 was before the committee. Hearings 
were held on April 29, on May 20 and 21, and on June 3, 1952. This 
bill was reported to the Senate on June 27, 1952 (S. Rept. 1969, 82d 
Cong., 2d sess.), 


83d Congress 

During the 83d Congress, S. 848 and H. R. 1825, a companion House 
bill, were considered jointly by this committee and the House Judiciary 
Committee. Hearings were held on April 14, 1953, and on June 18, 
1953, S. 848 was favorably reported to the Senate (S. Rept. 448, 88d 
Cong., 1st sess.). 
84th Congress 

In the 84th Congress, S. 1644 was before this committee. Two 
days of comprehensive hearings were held on May 12 and 18, 1955. 
On June 21, 1955, S. 1644 was favorably reported to the Senate (S. 
Rept. 617, 84th Cong., Ist sess.). The bill passed the Senate on 
July 27, 1955. It received a majority of 100 votes in the House on 
July 23, 1956, but failed to obtain the two-thirds majority necessary 
for passage under suspension of rules by the margin of 15 votes. 

After the adjournment of the 84th Congress, representatives of the 
various segments of the construction industry met on several occasions 
in an effort to reach a general understanding, if possible, as to basic 
principles upon which the entire construction industry could agree 
might be incorporated in a subcontractor listing bill to the benefit 
of the industry itself and the Government alike. 
85th Congress 

Identical bills were introduced in the House as follows: H. R. 3241 
by Representative Madden on January 17, 1957; H. R. 3339 by 
Representative Lane on January 21, 1957; H. R. 3340 by Representa- 
tive Miller of New York on January 21, 1957; H. R. 3810 by Repre- 
sentative Bray on January 28, 1957; and H. R. 4313 by Representar 
tive Wright on February 4, 1957. 
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The above bills while similar in purpose to the earlier bills were 
more simplified and considerably less complicated. 

On March 11 to 14, 1957, the Associated General Contractors of 
America, which had strongly opposed earlier bills, assembled in 
Washington for its 38th annual convention. That association re- 
solved on March 11, 1957, that there was no objection to the principles 
stated in the five companion bills already introduced in the House. 

Extended hearings were held by House Judiciary Subcommittee 
No. 2 on the bills on March 20, 27 and 28, 1957, in order further to 
receive the benefit of the views of all interested parties, particularl 
with respect to whether the administrative burdens of earlier bills 
were eliminated and administrative problems minimized. 

During the House hearings a number of amendments, sponsored by 
the general contractors and the Federal agencies, most of which were 
of a technical and clarifying nature, were considered. Virtually every 
specific amendment so recommended was either adopted verbatim or 
the substance thereof was adopted and incorporated in the clean bill, 
H. R. 7168, introduced by Representative Lane on May 2, 1957. 

On May 9, 1957, Representative Lane on behalf of the entire House 
Judiciary Committee reported the bill to the Committee of the Whole 
House on the State of the Union (H. Rept. 434, 85th Cong., 1st sess.). 
On May 29, 1957, the bill was scheduled by the House Rules Com- 
mittee and on June 24, 1957, it passed the House on voice vote without 
recorded objection. 

S. 2300, an identical bill to the House-passed H. R. 7168, was in- 
troduced by Senator McClellan on June 14, 1957, cosponsored by 
Senators Butler, Fulbright, Jackson, Jenner, Humphrey, Langer, 
Magnuson, Morse, Neuberger, Sparkman, and Young. 


MAJOR PROVISIONS OF THE BILL 


The bill simply provides that a general contractor on a Federal 
lump-sum construction contract in excess of $100,000 which is to be 
performed in the United States shall list in his prime bid the names 
of the mechanical specialty contractors which he will engage to 
perform each major category of mechanical specialty work. 

In the event a general contractor does not receive a definite 
complete, or responsive bid for a particular category of mechanical 
specialty work, after requesting bids from at least 3 responsible 
mechanical specialty contractors 5 business days prior to the date of 
opening of the bids, he may submit a statement to that effect in his 
prime bid and is thereby relieved from listing a name for such category 
at the time he submits his prime bid. But within 5 business days 
thereafter, the apparent low bidder must obtain a subcontractor to 
perform such mechanical specialty work or perform the work himself 
and so advise the Government. 

Also, within 5 business days after the opening of the prime bid, a 
general contractor may change a listed mechanical specialty con- 
tractor without cause or without obtaining any permission simply by 
notifying the Government in writing of the name of the substitute 
contractor or that he will himself perform such work. 

Thereafter, a general contractor may not change mechanical 
meelty subcontractors unless the total contract price is adjusted to 
the satisfaction of the Government by the net difference in cost in the 
event the substitution results in a lower cost to the general contractor. 
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SECTION-BY-SECTION ANALYSIS 
Section 1 

(a) Short title: Federal Construction Contract Procedures Act. 

(6) Preamble: The single contract system in procuring buildi 
construction appears desirable and in the best interests of the Feder 
Government, providing procedures are adopted to finalize mechanical] 
specialty woe as far as practicable prior to the submission of the 
eon bids or proposals, thereby giving the Government the full 

enefit of competitive subcontract prices as well as maximum efficiency 
in performance and at the same time eliminating the unfair. trade 
practices of bid shopping by general contractors and bid peddling by 
subcontractors, and other unfair trade practices in connection with 
bidding on Federal Works. 


Section 2 

(a) Executive agencies shall list in the bidding or contract doeu- 
ments on every lump-sum construction contract each major category 
of mechanical specialty work involved. 

(6) No executive agency shall award a lump-sum construction: con- 
tract unless the general contractor lists in his bid or proposal the name 
of each contractor with whom he will contract for the performance 
of each major category of mechanical specialty work, provided that 
instead of listing the name of such contractor the general contractor 
may submit a written statement (1) that he made an effort to secure 
subbids for such category; (2) that he requested subbids from at least 
3 responsible mechanical specialty contractors at least 5 days (Satur- 
days, Sundays, and Federal holidays excepted) prior to the date for 
opening of bids or proposals; (3) listing the names of all mechanical 
specialty subcontractors from whom he requested or received subcon- 
tract bids or proposals; and (4) that he received no definite, complete, 
or responsive bid from any mechanical specialty contractor for such 
category. In the event such a statement is submitted in lieu of listing, 
a general contractor who is an apparent low bidder must within 5 busi- 
ness days (Saturdays, Sundays, and Federal holidays excepted) after 
the date of the opening of the bids notify the executive agency in 
writing of the name of the mechanical specialty contractor with whom 
he will contract for the performance of such major category of me- 
chanical specialty work or that he will himself perform such category. 
If a general contractor who is an apparent low bidder fails or refuses 
either to list the name of the mechanical specialty contractor or to 
state that he will himself perform the particular category of mechanical 
specialty work, he is not relieved of any responsibility for his bid or 
proposal. Should the executive agency find that the failure of a gen- 
eral contractor to list himself or a mechanical specialty contractor for 
a particular category was due to inadvertence or otherwise excusable, 
it may nevertheless award the contract to him. But, should the 
executive agency find that the failure of a general contractor to list 
himself or a mechanical specialty contractor for a particular category 
involved was not through inadvertence or otherwise excusable it ma 
hold the general contractor liable for any loss occasioned by suc 
failure or refusal. In the event the Government awards the contract 
to another bidder who may not have listed in his prime bid the name 
of the person who will perform a particular category of mechanical 
specialty work he has 5 days (Saturdays, Sundays, and Federal holi- 
days excepted) after receipt of a request from the Government t0 
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submit the name of the mechanical specialty contractor for such cate- 
ory or state that he will himself perform such work. 

(c) Any general contractor may perform any major category of 
mechanical specialty work or any part thereof under a lump-sum 
construction contract if he states in his bid or proposal in accordance 
with subsection (6) above that he is able to and intends to perform 
such mechanical specialty work himself. 

(d) Executive agencies are not prevented from awarding several 
prime or direct lump-sum construction contracts for any one project 
where special circumstances or the nature of the project make this 
desirable. 

(e) A general contractor shall have each major category of mechan- 
ical specialty work performed by the mechanical specialty contractor 
named pursuant to subsections (6) or (c) above, except as provided in 
subsections (f/), (g), or (h) below. 

(f) A general contractor who submits a bid or proposal on a lump- 
sum construction contract to be awarded on a competitive basis, 
whether or not after public advertising, may, at any time within 5 
days (Saturdays, Sundays, and Federal holidays excepted) after the 
date of the opening of the bids or proposals, engage a substitute or 
different mechanical specialty contractor than the one named in his 
prime bid to perform any major category of mechanical specialty 
work or any part thereof or he may himself perform such work simply 
by notifying the executive agency in writing within such 5-day period 
alter the opening of the bids of the name of the substitute or that he 
will himself perform such work. 

(g) In the event of the failure or refusal of a mechanical specialty 
contractor named to enter into a contract or to perform the work or 
if he fails or refuses to post a performance bond or to furnish a state- 
ment that there was no collusion in the preparation of the subbid, 
provided such bond or statement was expressly called for in the 
written invitation for subbids, a general contractor may engage a 
substitute mechanical specialty contractor or he may himself perform 
such work. If the mechanical specialty contractor named is disquali- 
fied or determined to be unqualified to perform the work by virtue 
of any Federal statute, or Federal Government order, ruling or deter- 
mination, the general contractor shall engage a substitute or different 
contractor if so requested by the executive agency, provided that in 
each instance he first notifies the executive agency in writing of the 
name of the substitute or states that he will himself perform such 
mechanical specialty work, ascribing one of the reasons set forth in 
this subsection for making the change. . Such action constitutes a 
final determination of compliance with the subsection unless in the 
opinion of the executive agency a money savings resulted from the 
substitution which would have inured to the benefit of the Govern- 
ment under subsection (h) below. In such event, the executive agency 
may determine whether the substitution properly was under this sub- 
section or should have been under subsection (h) below. If the exec- 
utive agency determines that the substitution should have been made 
under subsection (h) below the total contract price shall be adjusted 
by the net difference in cost to the general contractor. 

(hk) Regardless of default as provided in subsection (g) above, and 
subsequent to the expiration of 5.days (Saturdays, Sundays, and 
Federal holidays excepted) after the opening of the bids as provided 
in subsection (f) above, a substitute mechanical specialty contractor 











6 FEDERAL CONSTRUCTION CONTRACT PROCEDURES ACT 


may be engaged if prior thereto (1) the general contractor submits 
to the executive agency in writing the name of the substitute mechani- 
cal specialty contractor and such information as the executive agency 
may request as to any change in cost involved in such proposed 
substitution, and (2) the total contract price is adjusted to the satis- 
faction of the Government by the net difference in cost, in the event 
a lower cost resu!ts. 

(i) This act shall not apply to proposed construction contracts: 
(1) to be performed outside of the United States, which limits shall 
be deemed to include Alaska; (2) of $100,000 or less; (3) when a chief 
ofiicer responsible for procurement of the executive agency which ig 
to award the contract determines that public exigency or military 
necessity requires waiver. 

Section 3 (definitions) 

(1) Executive agency.—Any executive department or independent 
establishment in the executive branch of the Government, including 
any wholly owned Government corporation and any chief officer 
responsible for procurement of such executive department or inde- 
pendent establishment. 

(2) Construction contract—Any contract by an executive agency 
for the erection, repair, moving, remodeling, modification, or alter- 
ation of any building or structure upon real estate, including buildings, 
bridges and tunnels but not including highways, aqueducts, reser- 
voirs, dams, irrigation and regional water-supply projects, flood- 
control projects, waterpower development projects, jetties, and 
breakwaters or the buildings, bridges, tunnels, or structures incident 
to and included in the contract for such excluded projects. 

(3) Mechanical specialty work.—All plumbing, heating, piping, air 
conditioning, refrigerating, ventilating, and electrical work, including 
but not being limited to the furnishing and installation of plumbing, 
heating, piping, air conditioning, refrigerating, ventilating, and 
electrical materials, equipment and fixtures to be performed as part 
of the construction contract. 

(4) Major category of mechanical specialty work involved.—Those 
general categories of mechanica] specialty work for which a general 
contractor normally would let a direct subcontract in view of the type 
of the project and the geographic area involved. 

(5) General contractor—A person having a direct contractual 
relationship with an executive agency for the performance of & 
construction contract. 

(6) Person.—An individual, corporation, partnership, association, 
or other organized group of persons. All references to contractor or 
general contractor shall include individuals, corporations, partnerships, 
associations, or other organized groups of persons who are contractors 
or general contractors. 

(7) Lump-sum_ construction contract—A construction contract, 
whether awarded after bid or negotiated, under which the price is 
fixed or is to be fixed by any method other than the cost-plus-a-fixed- 
fee method. 


Section 4 

(a) Neither this act nor compliance with its provisions shall create 
privity of contract between the Government and any mechanical 
specialty coritractor or give any mechanical specialty contractor any 
cause of action against the Government. 
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(b) Nothing in this act shall limit or diminish any rights or remedies 
which the Government may have against a general contractor or re- 
lieve a general contractor of any responsibility for performance of the 
construction contract. 

(c) This act shall not be construed to prevent executive agencies 
from making other requirements with respect to mechanical specialty 
contractors to be engaged by a general contractor or from requiring 
any information it deems advisable relative to the cost of performance 
of any contract, and the imposition of such requirements shall not 
give rise to any cause of action against the Government in favor of a 
general contractor, a mechanical specialty contractor, or any other 
person. 

(d) This act shall not in itself create any contract or property 
rights in any person. 


Section 5 
This act shall become effective 6 months after enactment. 


STATEMENT 


This proposed legislation as amended, will retain for the Govern- 
ment all of the advantages accruing from utilization of the single- 
contract system of procuring construction. In addition, it will gain 
for the Government the benefits which will flow from subcontractor 
listing. Included among these new benefits are increased and 
broadened competition among mechanical specialty contractors for 
Government work and the attendant monetary savings which will 
result from such increased competition and from the finalization of 
subcontract prices prior to the award of the prime contract. 

The construction industry likewise should benefit from enactment 
of the proposed legislation, because the unfair bidding practices now 
so prevalent on Federal construction, including the unfair trade prac- 
tices of bid shopping and bid peddling, will be effectively curbed. No 
longer will the ethical contractor be at a competitive disadvantage 
with his unethical competitors. And thousands of mechanical 
specialty contractors, the vast majority of whom are independent 
small-business men, will have an opportunity to bid on and to obtain 
a fair share of Government construction. 

Under present bidding procedures a majority of the best qualified 
mechanical contractors are unwilling to bid on Federal construction 
because there is no reasonable assurance that they will get to perform 
the mechanical work if their bids are the lowest responsible bids sub- 
mitted and are used in preparing the prime bid. Direct out-of-pocket 
expenses of preparing a mechanical bid on a major Federal project 
frequently runs into several thousands of dollars. With no assurance 
under present procedures that they will get to perform the mechanical 
work because of the prevalence of the unfair trade practices of bid 
shopping and bid nedilling’ the vast majority of mechanical specialty 
contractors simply are not interested in bidding on Federal! construc- 
tion, The proposed bill will provide reasonable assurances that a 
mechanical specialty bid will not be misused. 

On modern Federal construction the mechanical specialty work ac- 
counts for 40 percent and upward of the total cost. This is the 
complex part of the construction. This is the custom made part of 
the construction. 
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Present procedures provide for competitive bidding on the non- 
mechanical specialty work, which represents less than 60 percent of the 
total cost of Federal construction. This affords the Government 

ricewise protection on the nonmechanical work. The proposed 
egislation will also afford the Government similar pricewise protection 
on the mechanical specialty part of the construction. 

Subcontractor listing is not something new and untried. Major 
private corporations, such as General Electric Co., Dow Chemical 
Co., Du Pont, and Ford Motor Co., in their own self-interest to save 
money, follow a subcontractor listing procedure similar to the system 
prescribed by this act. States such as Arkansas, California, Idaho, 
South Carolina, Massachusetts, Illinois, and Delaware also use 9 
similar system, which appears to be operating effectively to the eco- 
nomic benefit of these States and to the satisfaction of substantially 
all of the construction industry. 

While complete unanimity cannot be expected in a great industry 
such as the construction industry with its many thousands of separate 
companies, the very extensive and complete record compiled by the 
House Judiciary Committee leads this committee to believe that the 
entire construction industry generally, including general contractors, 
is united in the belief that the proposed legislation will provide an 
efficient and beneficial system oth for the industry and for the 
Federal Government. 

Federal agencies, while not recommending the legislation, stated 
through their representatives during the hearings conducted by the 
Committee on the Judiciary of the Hons that this act could be ad- 
ministered efficiently and effectively. And such statements were made 
prior to the adoption by that committee of a number of amendments 
recommended by the Federal agencies, to eliminate administrative 
burdens and to further lessen administrative problems. 

It would appear, therefore, that aside from questions of policy, 
which the Congress must determine in the final analysis, the objections 
of the Federal agencies to the proposed legislation have been met. 

This committee considers subcontractor listing legislation such as is 
embodied in the proposed legislation to be needed and in the public 
interest. Previous hearings conducted by this committee and the 
more recent hearings conducted by the Committee on the Judiciary of 
the House of Representatives are convincing on these points. Thus, 
we conclude that enactment of the legislation at the earliest possible 
time is advisable. 

In view of the record on this legislation which has been compiled by 
this committee and the Committee on the Judiciary of the House of 
Representatives, it is believed that legislation along the lines set out 
in this bill would be advantageous not only to the Government but to 
the construction industry. 

The committee concludes, therefore, that this legislation is necessary 
and recommends that H. R. 7168, as amended, be considered favorably. 

Attached hereto and made a part hereof are the agency views re- 
lating to this legislation. 
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DEPARTMENT OF THE ARMY, 
Washington, D. C., March 19, 1957. 
Hon. Emanver Cetuer, 
Chairman, Committee on the Judiciary, 
House of Representatives. 


Dear Mr. CratrMan: Reference is made to your request to the 
Secretary of Defense for the views of the Department of Defense with 
respect to H. R. 3241, H. R. 3339, H. R. 3340, and H. R. 3810, 85th 
Congress, bills to prescribe policy and procedure in connection with 
construction contracts made by executive agencies and for other pur- 

oses. The Department of the Army has been delegated the responsi- 
bility by the Secretary of Defense to express the views of the Depart- 
ment of Defense thereon. 

The Department of the Army, on behalf of the Department of 
Defense, has considered the above-mentioned bills. These bills, which 
are identical, are a substantial revision of S. 1644, 84th aoe 
which passed the Senate on July 27, 1955, but failed to pass the House 
of Representatives. 

The main purpose of the bills is to protect prospective mechanical 
subcontractors from the practice in the construction industry generally 
referred to as “bid shopping.” ‘This is a practice where, in some 
instances, a general contractor, after award of the prime contract to 
him, shops for specialty subcontractors to do the work at a lower 

rice than that offered i; some other subcontractor in preparing his 
id. Bills to accomplish this purpose were also introduced in the 
$2d and 83d Congresses. 

The present bills are a simplified version of the previous bills and 
remove some and lessen other objectional features related to the 
administrative problems involved. But certain objections to the 

roposed legislation would remain. ‘These may be summarized thus: 
The bills are designed to protect only subcontractors engaged in 
mechanical specialty work, whereas bid shopping in the construction 
industry admittedly exists also with respect to nonmechanical spe- 
cialty groups and reaches the subcontractors furnishing work and 
materials to subeontractors. If bid shopping is considered by the 
elements of the construction industry as undesirable or unethical, the 
matter should be one which calls for action within the industry itself 
rather than resort to legislative action. Enactment of the proposed 
legislation would project the Government into the operations of a 
preferred group of private industry without affording protection to: 
others in the same industry or other industries who are similarly 
affected. Moreover, such proposed legislation is considered unneces- 
sary and not advantageous to the Government. It provides further 
governmental controls over private industry. Also, there would be 
additional administrative costs. 

In addition, it is noted that the proposed legislation as written 
would permit bid shopping until the expiration of 5 days following the | 
date of opening of bids. Moreover, the proposed legislation does not 
expressly provide the actions which ma be taken by the Government 
in the event the general contractor fails to comply with the require- 
ments imposed. 

It is to be emphasized that the proposed legislation, if enacted 
would be a departure from a long-established practice in’ policy and 
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procedure’ in the letting of construction contracts which has proved 
practicable. . For the foregoing reasons the Department of the Arm 
on behalf of the Department of Defense is opposed to the enactment 
of subject bills. 

If the Congress should be disposed to depart from established prac. 
tices and enact legislation of the type embodied in the instant. bills 
the following changes could be made which, to-some extent, lessen the 
objectionable features of the bill, in H. R. 3241 (this being one of the 
identical bills and is selected merely for conveneience of single identi- 
fication of the text of the proposed legislation): 

Section 1 (b), page 2, line 4, strike the words ‘‘or proposals’’. 

Section 2 (a), page 2, line 12, strike the words “or contract”; same 
section and page, line 13, strike the words ‘‘or proposals.” 

Section 2 (b), page 2, line 22, strike the words “‘or contract’’; page 2, 
line 23, strike the words “‘or proposal’’; page 3, line 2, strike the words 
“or proposal’’; page 3, line 6, strike the word ‘‘submission”’ and insert 
in lieu thereof the word ‘‘opening”’; page 3, lines 6-7, strike the words 
“or proposals”; page 3, line 10, strike the words ‘or proposals”; 
page 3, line 11, strike the words “‘definite, complete and responsive” 
and insert in lieu thereof the word “acceptable”; page 3, line 16, 
strike the word “of” as it first appears and insert in lieu thereof the 
word “after”; page 3, line 19, before the period insert the words “or 
that he will himself perform such category: And provided further, 
however, That if the general contractor shall fail or refuse to comply 
with the requirements of the immediate preceding proviso, the exec- 
utive agency shall not be precluded from awarding the construction 
contract to the general contractor nor shall the general contractor be 
relieved of any responsibility for the performance of the construction 
contract in the event the contract is awarded to him.” 

Section 2 (e), page 4, line 11, strike the words “‘or contract”. 

Section 2 (f), page 4, line 18, strike the words “on a competitive 
bid basis’’ and insert in lieu thereof the words ‘‘as a result of competi- 
tive bidding”; page 4, line 20, strike the word ‘“‘of’’ as if first appears 
and insert in lieu thereof the word ‘‘after’’; page 4, line 23, before the 
colon insert the words “‘or the general contractor may himself perform 
such work”; page 4, line 25, before the period insert the words “or 
that he will himself perform such work’’. 

Section 2 (g), page 5, line 14, before the colon insert the words “or 
he may himself perform such work”’; page 5, line 16, before the period 
insert the words ‘‘or that he will himself perform such work”’. 

Section 2 (h), page 6, line 2, after the words ‘‘substitute contractor” 
insert the words “or he may himself perform such work’’; page 6, 
line 5, after the words ‘substitute contractor” insert the words “or 
notifies the contracting agency in writing that he will himself perform 
such work’’; page 6, line 8, before the semicolon insert the words “or 
if he performs the work himself’; page 6, line 11, before the period 
insert the words “or if he performs the work himself.” 

Section 3 (3), page 7, line 22, before the period insert. the words 
“to a point five feet outside the building line.” 

Section 3 (4), page 7, line 25, after the word “of” insert the werd 
“building.” 

Section 3 (7), page 8, strike this subsection in its entirety and 
insert in lieu thereof the following: 
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“(7) The term ‘lump-sum construction contract’ means a construc 
tion contract awarded as a result of competitive bidding.” 

Section 4 (ce), page 9, line 16, after the word “‘contract’’ insert the 
words ‘for the purposes of this Act’’; line 18, same page, substitute a 
comma for the word “or” the second time it appears; line 20, same 
page, insert a comma and the words “or by any other person” before 
the period. 

Add a new section as follows: 

“Sro. 5. This Act shall become effective six months after the date 
of enactment.” 

The reasons for the above changes are that there would be clarifica- 
tion of some of the provisions of the bill, including those provisions 
which appear to be in conflict with other provisions, and correction 
of provisions which appear to be in conflict with the spirit. of the com- 
petitive bidding system; there would be a substantial lessening, if not 
an actual elimination, of most of the administrative problems involved; 
the general contractor would be afforded an opportunity to perform a 
particular major category of mechanical specialty work himself under 
circumstances not now provided in the bill; and the application of the 
proposed legislation would’ be confined to construction contracts 
awarded as a result of competitive bidding. 

A new section was added making the bill effective 6 months after 
the date of enactment so as to allow time for changes in regulations 
and forms required to carry out the provisions of the new legislation. 

The fiscal effects of the bill cannot be estimated by the Department 
of Defense; however, enactment of the bill would somewhat increase 
Government administrative expenses. 

This report has been coordinated within the Department of Defense 
in accordance with procedures prescribed by the Secretary of Defense. 

Inasmuch as the committee has requested that the report be ex- 
pedited, it is submitted without a determination by the Bureau of 
the Budget as to whether or not it conforms to the program of the 
President. As soon as such advice is received it will be forwarded 
to your committee. 

Sincerely yours, 
Wiser M. Brucker, 
Secretary of the Army. 





GENERAL Services ADMINISTRATION, 
Washington, D. C., March 19, 1957. 
Hon. EMANvEL CEILER, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 


Dear Mr. Cuatrman: Your letters of February 13 and 20 trans- 
mitted H. R. 3241, 3339, 3340, 3810, and 4313, bills to prescribe policy 
and procedure in connection with construction contracts taal by 
executive agencies, and for other purposes, and requested an expres- 
sion of our views thereon. 

The bills are practically identical and their main purpose is to pro- 
tect prospective mechanical specialty subcontractors from the practice 
in the construction industry referred to as bid shopping. ‘This is pro- 
posed to be accomplished by requiring general contractors, who bid 
on Federal construction work, to specify in their bids the names of 
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the subcontractors who will perform the mechanical specialty work 
involved. Provisions are included which permit the general contrac. 
tor, under certain conditions, to substitute subcontractors for those 
named. The bills have eliminated some of the features which we cop. 
sidered objectionable in similar bills introduced in previous Congresses 
but they still contain objectionable features. Our comments on some 
of these are repetitious of those made by GSA on the previous bills, 

Important improvements have been made in the present bills in 
that they allow a period of 5 days after bids are opened in which 
a general contractor may substitute subcontractors for ones named in 
his bid. This permits him more time to properly evaluate subbids 
or to determine which subcontractors would most satisfactory per- 
form for him. Also, if the general contractor states in writing with 
his bid that he had made certain efforts to obtain an acceptable 
subbid but was unsuccessful, he is allowed a period of 5 days after 
bid opening in which to obtain the subbid. 

The proposed legislation would considerably increase the adminis- 
trative problems of the Government, at an undeterminable cost, and 
would place restrictions upon the freedom of operations of general 
contractors. It would be discriminatory as it is primarily designed 
to protect only mechanical specialty subcontractors and does not cover 
other trades, sub-subcontractors, or suppliers. The requirement for 
naming mechanical specialty subcontractors would undoubtedly 
establish a strong precedent which could lead to introduction of sub- 
sequent legislation covering subcontractors of all construction trades 
and their sub-subcontractors and suppliers. This would result in 
still greater administrative problems and costs and in greater restric- 
tions of operations within the industry. 

The complications of present Federal construction contracts tend 
to discourage bidding and the proposed legislation could be expected 
to further decrease the number of bids submitted. Among the com- 
plications is the one of alternate bids, A large percentage of bidding 
documents for construction contain provisions for alternate bids to 
provide a basis for award within funds available. Because of varying 
prices received from subcontractors on these alternates it would be 
difficult; if not impracticable for general contractors to name the 
mechanical specialty subcontractors prior to actual determination of 
the alternates which will be included in the award. 

The bills would increase the possibility of problems in awarding 
the contracts in that they would provide further areas for errors in 
bids and in determining whether bids were responsive. For example, 
either intentional or unintentional omission of any or some of the 
requirements of section 2 (b) by bidders would pose difficult. problems 
in awarding contracts and would delay awards. 

GSA has not encountered positive evidence of bid shopping in 
connection with its construction contracts and thus our experience 
does not indicate a nted for the proposed legislation, We do not 
favor its enactment as we believe the disadvantages resulting there- 
from would outweigh the advantages gained. 

The Department of Defense is recommending to you certain changes 
in the textiof the bills. For,.the sake of brevity they are not mention 
herein but we have reviewed them and concur in their incorporation 
in the bills if the Congress is disposed to enact the proposed legislation 
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In addition to the changes in text recommended by the Department 
of Defense, we recommend the following, reference being made to 
H. R. 3241 as typical of the bills reported on: 

(1) Revise the last proviso beginning at line 12 on page 3 of section 
2 (b) to read: 

“Provided further, That in the event the apparent low bidder has 
submitted such a statement in lieu of listing the name of a contractor, 
he shall, within 5 days (Saturdays, ree and Federal holidays 
excepted) after the date of the opening of the bids, notify the execu- 
tive agency in writing of the name of the contractor with whom he 
will contract for the performance of such category or that he will 
himself perform such category. Such notification shall be made by 
any other bidder within 5 days (Saturdays, Sundays, and Federal 
holidays excepted) after the date of receipt of a request therefor by 
the executive agency.” 

This revision would relieve all unaffected bidders of a needless 
burden. 

(2) In section 2 (g), page 5, line 8, place a comma after the word 
“therefor” and insert after the comma the words “the general con- 
tractor at any time may engage a substitute or different contractor 
to perform such work or he may himself perform such work;’’. 

n this same section 2 (g), page 5, line 12, strike out the words “at 
any time may” and substitute the words “shall, if so requested by 
the contracting executive agency,”’. 

These revisions will leave it permissible for the general contractor 
to engage a substitute contractor or to do the work himself under the 
conditions described in lines 3 through 8 of section 2 (g) but make 
such action mandatory, under the conditions described in lines 9 to 
12 of section 2 (g), if the contracting executive agency so requires. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
FraNkKuIN G. Fiogetrse, Administrator. 





CompTrRoLLEeR GENERAL OF THE UNITED STATES, 
Washington, February 27, 1957. 
Hon. EmManuet CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives, 


Dear Mr. Cuarrman: Further reference is made to your letter of 
February 20, 1957, advising that public hearings will be conducted 
March 6, 1957, on H. R. 3339 and related bills. 

The bills are designed primarily to protect prospective mechanical 
subcontractors by preventing so-called bid shopping after award of 
the prime contract. 

In response to your letters dated February 14, 1957, we reported 
to you on H. R. 3241, H. R. 3339, H. R. 3340, and H. R. 3810. In 
our report we stated that the bills did not contain the burdensome 
administrative features which we previously had objected to in similar 
proposed legislation. In view henel, we stated that we had no 
recommendations regarding the merits of the bills, 
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Since we have nothing further. to offer, we do not intend to take 
advantage of your invitation to testify at the hearings on March 6, 
1957. 

Sincerely yours, 
JosePpH CAMPBELL, 


Comptroller General of the United States, 


ComprroLttER GENERAL OF THE Unrirep Srartzs, 
Washington, February 27, 1957, 
Hon. Emanvet Crurr, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. Cuarrman: Further reference is made to your letters 
of February 14, 1957, requesting our views on H. R. 3241, H. R. 3339, 
H. R. 3340, and H. R. 3810. 

The bills are identical and are designed primarily to protect prospec- 
tive mechanical subcontractors by preventing so-called bid shopping 
after award of the prime contract. 

In the past we objected to similar proposed legislation primarily 
on the ground that it would impose additional unnecessary burdens 
of administration on Government agencies. In expressing our views, 
however, on bills S. 1644, H. R. 7637, and H. R. 7676, introduced in 
the 84th Congress, in letter to you, dated September 6, 1955, B-109181, 
we pointed out that inasmuch as those bills did not include many of 
the burdensome administrative features which we had objected to in 
previous bills of a similar nature we had no recommendations regarding 
the merits of the question as to whether the Government should 
eunienyar to protect subcontractors in the manner proposed in the 

ills. 

Inasmuch as the instant bills do not contain the burdensome 
administrative features which we previously considered to be objec- 
tionable, we likewise have no recommendations to make regarding 
their merits. 

Sincerely yours, 
JoserpH CAMPBELL, 
Comptroller General of the United States, 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 21, 1957. 
Hon. EmManvet CEtter, 
Chairman, Committee on the Judiciary, 
House of Representatives, Washington, D. C. 

Dear Mr. Cetter: This responds to your request for the views of 
this Department on H. R. 3241, H. R. 3339, H. R. 3340, and H. R. 
3810, identical bills to prescribe policy and procedure in connection 
with construction contracts made by executive agencies, and for other 
purposes. 

On March 20, 1956, we submitted to your committee a report on S, 
1644, 84th Congress, which was then before your committee for 
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consideration, in which we recommended against the enactment. of 
that bill and discussed our reasons for such recommendation, 

While the subject bills now pending are not identical with S. 1644 
as it was referred: to your committee, their provisions are similar and 
their purpose is the same. Accordingly, our recommendation against 
the enactment of S. 1644 and the supporting reasons therefor are 
equally applicable to, H, R. 3241, H. R. 3339, H. R. 3340, and H, R. 
3810, and, we recommend against the enactment of any one of the bills. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
D. Oris Bras.ey, 
Administrative Assistant Secretary of the Interior. 





Aromic Enrray Commission, 
Washington, D. C., March 19, 1957. 
Hon. EMANUEL CELLER, 
Chairman, Committee on the Judiciary, 
House of Representatives. 

Dear Mr. Cetter: This is in reply to your requests for our views 
with respect to H. R. 3241, H. R. 3339, H. R. 3340, and H. R. 3810, 
bills to prescribe policy and procedure in connection with construction 
contracts made by executive agencies, and for other purposes, and to 
your invitation either to have a representative appear before the sub- 
committee conducting public hearings on H. R. 3339 and related bills 
or to submit a statement for inclusion in the record. 

We believe this statement will acquaint the subcommittee with our 
views on the proposed legislation, and we do not plan to have a repre- 
sentative testify at the hearings. Since all of these bills appear to be 
alike, we will address our comments to H. R. 3339, with the under- 
standing that they apply equally to the other. 

In the past we have been unable to recommend enactment of similar 
proposed legislation because we were unable to identify any benefit 
resulting to the Commission from such enactment, and we did perceive 
certain apparent disadvantages such as increased administrative bur- 
dens and reduction in the general contractor’s responsibility for 
performance of the contract work. 

We also are unable to determine that any overall benefit will result 
to the Government from enactment of H. R. 3339. The bill contains 
provisions that alleviate some of the objectionable features of previous 
related bills, but it will still increase the administrative burdens of 
contracting agencies. The provisions relating to the 5-day period in 
sections 2 (b) and 2 (f) and the detailed information required from a 
general contractor by section 2 (b) in lieu of his listing the name of a 
subcontractor for a particular category of mechanical specialty work 
ores a number of additional possibilities for errors in submitting 

ids which could result in numerous problems to a contracting officer 
in determining if a bid is responsive and who is the low responsible 
bidder. As was the case with previous bill, additional administrative 
work will result from activities such as the listing of each major 
category of mechanical specialty work in invitation for bids, listing 
of mechanical specialty subcontractors in general contractors’ bids, 
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reviewing notifications from general contractors of changes in sub. 
contractors, and requesting information from general contractors 
‘when they fail to comply fully with the provisions of the bill. All such 
requirements and activities increase the possibilities of delays, errors, 
claims, disputes, and litigation. 

In addition, if mechanical specialty subcontractors are entitled to 
the treatment specified by the bill, we believe it would be difficult to 
resist a broadening of the provisions to include other types of subcon- 
tractors and sub-subcontractors. Such extended application would 
increase administrative burdens even further. 

The restrictions on selecting subcontractors are inconsistent with 
the general Government policy of holding a prime fixed-price contrac. 
tor responsible for all work under his contract, including the selection 
of his subcontractors and the satisfactory performance of their work, 
The increase in administrative details that would be caused general 
contractors by enactment of H. R. 3339 and the added restrictions on 
selecting subcontractors could, in our opinion, reduce interest among 
general contractors for Federal construction work. We also perceive 
difficulty in enforcing the provisions of the proposed legislation since 
the bill makes no provision for penalties for noncompliance. 

Sections 4 (a), 4 (b), and 4 (c) tend to protect the Government 
against privity of contract with any subcontractor, relief of responsi- 
bilities of the general contractor, and action by the general contractor 
or his subcontractors for requiring approval or acceptance by it of 
any subcontractors. ‘These provisions are desirable, but we believe 
they will not prevent the Government from becoming involved in 
controversies concerning subcontractors as a result of its compliance 
with the provisions of the bill. We believe the proposed legislation 
will result in an increase in controversies involving the Government. 

There is already a large body of rules, requirements, and restrictions 
involved in the awarding of public contracts, which make it complex 
and burdensome to do business with the Government, particularly 
for small business and for organizations new to Government work, 
Because of this, and because additional requirements and limitations 
multiply these problems and their attendant pitfalls for both private 
concerns and the Government, we think that any legislation designed 
to add new mandates should offer clear and strong substantive 
advantages to overcome these disadvantages. We are unable to 
perceive such compelling advantages in the proposed legislation. 

The Bureau of the Budget has advised us that they have no objec- 
tion to the submission of these views. 

Sincerely yours, 
Davin F. Sxaw, 
Assistant General Manager. 
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REINVESTMENT BY AIR CARRIERS OF GAINS DERIVED 
FROM THE SALE OR OTHER DISPOSITION OF FLIGHT 
EQUIPMENT 


Avaust 26, 1957.—Ordered to be printed 


Mr. Monroney, from the Committee on Interstate and Foreign 
Commerce, submitted the following 


REPORT 


[To accompany H. R. 5822] 


The Committee on Interstate and Foreign Commerce, to whom was 
referred the bill (H. R. 5822) to amend section 406 (b) of the Civil 
Aeronautics Act of 1938 with respect to the reinvestment by air carriers 
of the proceeds from the sale or other disposition of certain operating 
property and equipment, having considered the same, report favorably 
thereon with an amendment and recommend that the bill as amended 
do pass. 

I. PURPOSE OF BILL 


The bill would amend section 406 (b) of the Civil Aeronautics Act 
of 1938, as amended (49 U.S. C. 486) by providing that in determinin 
the need of an air carrier for mail pay, the Civil Aeronautics Boar 
shall not take into account gains derived from the sale or other dis- 
position of flight equipment if (1) the carrier notifies the Board in 
writing that it intends to invest or has invested such gains in flight 
equipment, (2) and submits evidence, as may be required by the 
Board showing that it has invested an amount equal to such gains in 
the purchase of other flight equipment or has deposited those gains in 
& special reequipment fund, In order to obtain the benefits of this 
proposed amendment, such funds would have to be used within a 
reasonable time for the purchase of flight equipment or in retirement 
of debt contracted for the purchase or construction of flight equipment. 

The bill, as amended by your committee, would be effective as to 
all capital gains realized on or after April 6, 1956, in connection with 
the sale or disposition of flight equipment irrespective of any Board 
orders which may have taken into account such gains in the determi- 
nation of “all other revenue” of air carriers. 
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The legislation has absolutely no effect on the payment of income or 
capital gains taxes, as is pointed out later in this report. 

The bill would accomplish the same purpose as 8.3449 of the 
84th Congress which was favorably reported by this committee 
(S. Rept. 2015, 84th Cong., 2d sess.), and passed by the Senate on 
July 9, 1956. 

II. NEED FOR LEGISLATION 


Section 406)(b) of the Civil Aeronautics Aet of 1938, as amended, 
provides, in pertinent part, that the Board, in fixing the amount of 
subsidy for mail transportation is to consider: 


“* * * the need of each * * * air carrier for compensa- 
tion for the transportation of mail sufficient to insure the 
performance. of such service, and, together with all other 
revenue of the air carrier, to enable such air carrier, under 
honest, economical, and efficient management, to maintain 
and continue the development of air transportation to the 
extent and of the character and quality required for the 
commerce of the United States, the postal service, and the 
national defense.” (Italic supplied.) 

The words ‘all other revenue” has been construed by the Board 
to apply to capital gains realized on the sale of flight equipment as 
well as operating revenue and gains from other tangible assets sold 
by the carrier. The Board, therefore, has deducted from mail sub- 
sidy, otherwise payable, the amount of the net capital gain in com- 
puting the “need” of any carrier during an open-rate period. If 
realized during a closed rate period, the subsidized carrier was not so 
penalized. 

This policy, the Board claims, was upheld by the Supreme Court in 
Western Air Lines v. CAB (347 U.S. 67 (1954)). However, the Board 
also claims certain language in this decision raised the question as to 
whether the Board is legally entitled to allow even those carriers on a 
closed rate to retain their capital gains. Formal proceedings to finally 
determine its powers in this respect are now being conducted by the 
Board (CAB Docket 7902). In connection there with the Board, on 
April 6, 1956, “opened” all subsidized carrier rates with respect to 
capital gains disposition pending its determination of the matter. If 
the Board should decide it has no power under the law to allow the 
retention of capital gains, no carrier whose mail compensation is com- 
puted under 406 (b) ’ could hope to apply a gain realized on the sale 
of old flight equipment to the purchase of new and more costly replace- 
ments without suffering a loss equal to the amount of the “gain” in 
its mail pa yment from the Government. This would be the case 
whether the capital gains were realized during an open-rate or closed- 
rate period. 

Such a policy would seem inevitable to discourage the disposition 
of obsolete and uneconomic flight equipment and to delay the acquisi- 
tion of modern, efficient aircraft which would enable the carrier to 
reduce costs and thus hasten the day when it could operate without 
subsidy. This unfortunate result is compounded in the case of feeder 
lines and nonprofitable but necessary Territorial air services which 
which are doing a great job under difficult circumstances. 

According to witnesses appearing before your subcommittee, local 
service airlines today are operating about 200 aircraft. All but 4 
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few of them are of the DC-3 type. Most;:of them have been depre- 
ciated to their residual value and, consequently, any sale price 
realized on their disposal, if capital gains are deducted by the Board, 
would leave only the book value to be applied to a more expensive 
replacement such as the F-27. The ‘cost of the F+27 is said)to be 
$550,000 to $600,000'as compared to a book ‘value of $15,000. or 
sales value of $125,000 for the DC-3 which it must replace. | Larger 
equipment needed for the larger airlines has even a more inflated 
spread, ranging as high as $5 million for the new jet transports. 

Your committee feels that it will be impossible for a local airline 
to make itself subsidy free so long as its fleet consists principally or 
entirely of DC-3 type aireraft. The overhead costs of such craft 
is expensive in comparison to the income which it can yield: A re- 
equipment program, therefore, is vital to economic self-sufficiency of 
all airlines, but particularly to the local service airlines which nu- 
merically constitute the chief dependents upon special mail subSidy. 
Your committee is satisfied that a reequipment program would reduce 
flight-mile costs considerable and make additional revenue available. 

Mr. Thomas H. Davis, president of Piedmont Airlines stated that 
“it is absolutely essential for Piedmont to retain the capital gains 
from the sale of its present flight equipment in order to finance the 
purchase of the new aircraft required to attract and serve increased 
traffic.” ‘This line is operating 21 DC-3 planes, and according to 
Mr. Davis, only by replacement of them with modern aircraft can 
this company make any significant progress toward self-sufficiency. 
The position is typical of all local and Territorial airlines. 

It has been suggested by crities of this legislation that its benefits 
would accrue principally to 3 or 4 large airlines, citing actual capital 
gains figures for all carriers since 1951 and noting that only a small 
fraction of the total amount was accounted for by local service and 
Territorial lines. Your committee believes this argument against 
the bill is unrealistic for two reasons: (1) It neglects the fact that 
slow development of an adequate replacement for the DC-3 has, 
among other factors, prevented small carriers from reequipping 
during this period and thus realizing gains from the sale of theirold 
planes, (2) it suggests that there is something irregular about large 
international carriers having a greater investment in fiight equip- 
ment than the small feeder lines. Admittedly, four carriers, Pan 
American, Braniff, Delta-C. & S., and TWA, would have been the 
principal beneficiaries had this legislation been in effect since 1951. 
This is essentially nothing more than a reflection of the fact that 
these lines were the largest in a subsidized status—during that 
period—-each with more expensive and larger numbers of aircraft in 
need of replacement than the feeder lines. Your committee sees no 
reason to penalize small carriers whose relative need for the benefits 
of this legislation is at least equal to that of the international carriers 
simply because the latter might on an absolute basis realize a greater 
financial return therefrom. In addition it should be noted that only 
one international carrier, Braniff, and possibly another, Pan Ameri- 
can, are currently in a subsidy status and therefore subject to any 
benefits from the bill so far as future transactions are concerned. 
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III. APPLICATION OF LEGISLATION 


The bill relates to capital gains realized from the sale or other dis- 
position of flight equipment only. It does not embrace any other type 
of depreciable property used in the carrier’s operations. Thus, it is 
designed to assist in the solution of the major problem confronting 
the airlines in the replacement of obsolete fleets of aircraft. Flight 
equipment is listed by the Civil Aeronautics Board as follows: 

Airframes 

Aircraft. engines 

Aircraft propellers 

Aircraft communications and navigational equipment 
Miscellaneous flight equipment 

Improvements to leased flight equipment 

Flight equipment spare parts and assemblies 

The bill is limited to situations where capital gains realized from 
the sale of flight equipment are actually reinvested in new equipment 
or set aside in a special fund for reinvestment in similar equipment 
within such reasonable time as may be determined by the Board. 

The bill would apply to all subsidized air carriers without exception. 
These include local service carriers, the Territorial carriers, helicopter 
operators and some international operations. It would appear that 
there is a valid need on the part of all such carriers for the assistance 
which this legislation would offer in meeting the equipment financial 
burden facing our American airlines generally. 

Capital gains realized on the sale of flight equipment, under the 
provisions of this measure, are to be accorded special treatment 
whenever reinvested either through direct payments, progress pay- 
ments or retirement of debt contracted for the acquisition of new 
planes, some of which have been delivered to the air carrier and are 
now in service. It should be particularly noted that amounts de- 
posited in a reequipment fund shall not be included as part of the car- 
riers used and useful investment for purposes of computing a carrier’s 
allowable return on its investment under section 406, until such 
amounts are expended for modern equipment as provided in the bill. 
In this connection, your committee is of the opinion that any amounts 
expended from such reequipment fund for direct payments, progress 
payments or retirement of debt for flight equipment are not to be 
so excluded. 

It should also be noted that this legislation does not affect the tax 
liability of the subsidized air carriers on the capital gains realized 
from the sale of flight equipment. Such gains will be included in 
their taxable income in accordance with applicable provisions of the 
Internal Revenue Code. In theory, the bill follows an accepted tax 
principle relating to cases of involuntary conversions of capital assets 
(I. R. C., sec. 1033) and in the case of sales or exchanges of private 
residences (I. R. C., sec. 1034). 


IV. BACKGROUND OF PRESENT MEASURE 


H. R. 5822, as introduced in the House, was identical to S. 1753 
except for the language found in lines 12 through 13 on page 2 of 
S. 1753, reading as follows: “after the effective date of this Act.” 
The House Committee on Interstate and Foreign Commerce conducted 
hearings extending over a period of 2 days during which no witness 
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testified in opposition to the bill. Your committee has noted the 
House hearings and its report (H. Rept. 980, 85th Cong., Ist sess.) 
which recommended passage of the bill. In executive session the 
House committee amended the bill by striking therefrom section 2 
a _——s on page 2, lines 20 through 25, which we have discussed 
aes: he bill with this amendment was passed by the House of 
Representatives on August 14, 1957. It was referred to your com- 
mittee for consideration together with S. 1753. Hearings were con- 
ducted by your committee on August 16, 1957, during which testimony 
or statements were received from approximately 13 witnesses, none 
of whom opposed the measure. 


Vv. COMMITTEE. AMENDMENTS 


The bill has been amended by striking all after the enacting clause, 
and inserting the text of the Senate bill (S. 1753) as introduced with 
the following amendments. 

On page 2, line 12, delete the words ‘“‘after the effective date of this 
Act,’”’ and insert the words “on and after April 6, 1956.” 

On page 2, line 22, delete the words ‘January 1, 1956,”’ and insert 
the words ‘‘April 6, 1956.” 

Your committee recommends that section 2, as introduced, but 
which was stricken by the House Committee on Interstate and For- 
eign Commerce in executive session, be restored with a retroactive 
date of April 6, 1956, rather than January 1, 1956. Briefly, this 
section permits the bill to apply to all capital gains realized on the 
sale or disposition of flight equipment since that date. It is also 
recommended that the same date, April 6, 1956, be used as well in 
section 1 to establish the earliest date for orders of new equipment 
toward which capital gains may be credited, H. R. 5822, as passed 
by the House not being clear on this point. 

Your committee believes that such retroactivity is essential in order 
to avoid unwarranted discrimination against carriers which have 
recently been enterprising enough to begin modest reequipment pro-' 
grams. April 6, 1956, is selected as an appropriate date to correspond 
with the Board’s freezing order in connection with its before-mentioned 
capital gains proceedings. 

he hearings and the report of the House committee (H: Rept. 980, 
85th Cong., Ist sess.) do not disclose the justification for the House 
action in deleting section 2. The retroactive effect, of course, would 
tend to increase the liability of the Government for mail subsidy, in 
the approximate amount of $1,704,000, the principal amount of which, 
namely, $1,147,000 would be payable to Pan American if it were 
determined by, the Board that this company was to be on a mail 
subsidy basis for the period April 6 through December 31, 1956, a 
subject matter which is now under hearing before the Board. A 
perncuies need for the retroactive effect of the bill was emphasized by 
Mr. Leslie O. Barnes, president, Allegheny Airlines, during the course 
of the hearing of your subcommittee. Allegheny for example would 
be permitted to receive a sum of $169,000 which would otherwise be 
excluded from the subsidy computations. Continental Airlines also 
would benefit to the extent of $223,000 and several-others would 
benefit in smaller amounts. : 
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‘ It should be noted that if Pan American is found not to be on a sub- 
sidized basis, the above-quoted figure of $1,704,000 would be reduced 
accordingly by $1,147,000. The capital gains figure for Pan American 
includes $967,000 due to an involuntary conversion of a depleted air- 
craft which was ditched in the Pacific Ocean by accident and for 
which the insurance company reimbursed the carrier. 


VI. AGENCY REPORTS AND COMMENTS 


The position of interested Government agencies and departments is 
summarized as follows: 


Civil Aeronautics Board 
Neutral because of pending agency hearings on subject of treatment 
of capital gains. 


Department of Commerce 

Favors, with suggestion that language on lines 12 and 13 of page 2 
“after the effective date of this Act” be eliminated, as an undue re- 
striction. 


Post Office Department 

Says subject is within jurisdiction of CAB or Commerce, No longer 
has duty of paying subsidy. 
Department of Justice 

Inyolves a question of policy concerning which Department of 
Justice prefers to make no recommendation. 


Department of Treasury 
Not of primary interest. Hence no comment to make with respect 
to merits. 


Comptroller General 

Refers to Western Air Lines case (347 U.S. 67 (1954)) as sound rule 
and opposes bill on ground that to disregard capital gains and allow 
full depreciation on new equipment would be to exceed “need” of 
carrier for subsidy under 406 (b). Moreover, financing of new equip- 
ment is one of management prerogative; and already certain carriers 
have entered into extensive commitments for future delivery of equip- 
ment. Suggests as alternate an amendment which would permit 
recoupment by Government, through ratemaking process, that por- 
tion of profits, which through former depreciation allowance, already 
might have been paid for by the Government in its subsidy allowance; 
(1) reduce asset base for depreciation allowance; (2) reduce investment 
base for rate of return, in all future fixing of mail rates, 

The committee does not agree with the position of the Comptroller 
General for the reason that subsidy does not go to pay any specific 
item of expense including depreciation. Thus, if a carrier’s total 
income is composed of one-third subsidy, only a like amount of operat- 
ing expense can be'said to be reimbursed by subsidy. No carrier is on 
100 percent subsidy. 

The testimony to the subsidy status of Pan American is as follows: 


Senator Monroney. During the consideration of the bill 
in both the Senate and House last year, the matter of one 
airline receiving a lion’s share of the benefits under this bill 
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constituted almost the complete consideration on the floor of 
the House and on the floor of the Senate. Since this.bill 
would not apply to any airline that is not on subsidy at. the 
time the bill is passed, or at the time the equipment is traded 
in, could you advise me whether Pan American, one of the 
world’s largest airlines, is today on subsidy? 

Mr. Gurney. I have the answer written out, Mr. Chair- 
man. Since October 1, 1956, Pan American has been on a 
temporary mail rate without any subsidy whatever. This 
temporary rate is subject to adjustment in the final rate 
proceeding, retroactive to October 1, 1956. 

The carrier is claiming substantial amounts of annual 
subsidy for its certificated operation. For CAB subsidy 
purposes, however, the Board advised the Appropriation 
Committee of each House of Congress this spring that it was 
the Board’s best judgment that on the basis of the latest 
available information it was proper to assume, for budget 
purposes, that Pan American’s system would receive no 
subsidy for fiscal year 1958. Pan American is, of course, 
entitled to notice and hearing before a final decision is reached 
by the Board on the question of the final subsidy-rate 
determination. 

Senator Monroney. They are entitled to hearing before 
the Civil Aeronautics Board? 

Mr. Gurney. Yes, sir; before the Civil Aeronautics Board. 

Senator Monroney. But your decision, then, is final? 

Mr. Gurney. No; it is appealable. 

Senator Monroney. They can appeal it to the courts? 

Mr. Gurney. Yes. 

Senator Monroney. In other words, the finding has al- 
ready been made that, based on the final mail rate that you 
are paying, that there would be no other payments from the 
Federal Government to Pan American? 

Mr. Gurney. For 1958, we made that finding already— 
we haven’t made a finding but it is our best estimate, as I 
have just stated. 

Senator Monroney. Therefore, if that is the case, the best 
estimate that you have made, and since you have asked for 
no money for subsidy, and unless Pan American is able to 
overturn that calculation in hearings before the Board or 
before a court, this bill would not apply to Pan American or 
give them an opportunity to realize anything from the bill 
unless it is made retroactive? 

Mr. Gurney. Remember my statement, there is no sub- 
sidy estimated by the Board for Pan American for 1958. The 
rate is open from October 1, 1956. 


A breakdown of subsidy, its ratio to carrier income as furnished by 
the Civil Aeronautics Board and other information appears as follows: 
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Carriers which have received subsidy since Jan. 1, 1956 


Carrier Mail rate status 
Trunktines: Morthembtui Job. cL sui sete de ce ics Sn ees aeeade Open 
Local service: 

BURREDY.....c -npnninndh -nedécnntensenenennresceaeqeegstionss Do. 

nr ae er ire Coe ar ce ounha ines gxes arin anes aie arareeec anes Som Do. 

Gentret eo ok Pee SS ah ss ai adnan dite D 

Cumtininted ‘(Phanset) §iisis. sas As a ne ead os Closed 

en ok. edd ce romats his atlases bee d-mashyheepesyrens sen 0. 

I a eee ane eee nate Open 

|S cet ole ie pa Pinsent: Se i Paarl me ty nthe be A A onan aN Cae het Do 

Woolen semeree) ee ee SE ee Ss SU as Do 

Omar 25 CL cual oh Os 28 siesouses ogHbees's Closed 

ES ob aces,» bin witha bel bm ORS ONO <n operseee omells Do. 

Te eae anereseea Open 

eters oo 8 er it ke, chia e bass ddawe see bpedevone 0. 

Wier GO Bev Oe. Dolo, Od sss t oll eae Closed 

West Comat J ilic2 Aull ecosguls ll loje eel Loos see Open 
Helicopters: 

RINE. neni actinmnenenenane thn than nen taseet deal Do. 

TOD BBNOIB 8 ccccc ccc ce renew cb nade cesoccepeceeprecssmeesccess Closed 

New Work. JOR IRE BA UN a Sle ee ele Open 
Alaskan carriers: 

ee Die i lo a wen baden asena ce henm ens baron) denis Do. 

I ke aware en ae Closed 

ee re eg Te Lhe idea ew acdemeamas ee 0. 

a ne emapewasecueesUeULaeauae Do. 

Woesenernm Cormeliasteaiaisiiis cia. ses de kh es ec bh ges euus Do. 

Pasifie Northern....... ~~... 22. nck dy pen kh cons nemoyonpedey pce Open 

See Oe RIOR Bn i ein one ti oen reso oor Do. 

ee ee ee ea Seer tb athens aseeeue ue Closed 

Wihenib il A ies IB eL Wisku lel el sda Open 
Hawaiian: 

Is CMe te lEl cements Rabe aimabenterel Closed 

OE oo aaah. ET oe le nanslahidin ts ean Minin ema ees Gaga Sale Do. 
International carriers: 

Beene, ODN 80) .2DjOW Jeol 4h. Tens KOs JOS RIL Open 

Pan’ Ametican«Atiantic 9iui. oski cus ee eG pbs epee cewnd se 0. 

ats Amperinan.Latin. Armartean 2....«cl.ldewewenen de oaddeceneeerr Do. 

rane erste RROUIRE ce ed eee ashunead Do. 

Pe a) Olle cc pecetobashag he basdqeusconesapen sap Do. 


1 Subsidy free since Apr. 28, 1957. 
? Currently receiving no subsidy, however, mail rate is open. 
3 Subsidy free since May 1, 1957. 
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TABLE 2.— Estimated subsidy accrual, fiscal year 1957 


{In thousands} 
LLL EEE eee 


Carrier 


Qaee———————EeEGE1Y_ 
Domestic trunklines: Northeast ...............-......-.- 


Loca! service operations: 
Allegheny . .... 22. ccccccccccccccccecceccecececcccsce 
Bonan 28... ccccccccccccecccccccccccccccccccccccccss 
CODER ..g.. skis abide cc ccccnaccbcupecvcencmcscccoscesse 
Prontier......--ccccccccescccecncccceccccceccecceseae 
Ss TI. 6 coseummbtiinhuastgehineeennininninae 
DAOUBUK... 4 «rtp obuccecccsdquseqeccounsannaceccsasqpes 
GE, CRIED... «nannncaubtinecipoutngubbmancontitnens 
DERIK... . -scccecScccccocepcocecqucocssenseoccoceapeue 
Piedmont... -.- 
SGMIOTICGE Ci MOOSE) « acl cacocndccostcticoncnceapeees 
RID... nnapoeccccncesncensdaseosetatpeocescunoee 
OI WONE, cdc ch occocegabatisecoocssesctpeecocecsenes 
ERIE? 5 Clik: onnnmemeneditienpanasaneiaiinnananiin 
TONG DORE n.d, ehiecoccsccbdttibeboosansetpentbcceuaens 


TetOl.c. scadducoceusccepenepebeoucssoasesess weobese 


Helicopter operations: 
UDICAQO.. «. . csdecscoccccccecasecceecescocncecocosccece 
Los Angeles 
BOE. GER cchittavepresbohuliagperedcnadmnecsesagiin 





Alaskan operations: 
Dlese ARE gccocccnchactindpousseovuneseusneanees 
SE CEE. connoceunsditadpontteniniamemaaeninnd 
nt «cb diichannanaeubGiliipdcnewehedaiaemmucnanel 
VE ab chil hbococuncubdipegponssedutebuannondoetia 
i. nn chililiscee nhs angmeiedibbadienettiataaiiminaadae 
mentner OCemeqtdates ....cissimincccoccodsauecuscumece 
Et SURNIITL, «.cccnncidiiihdbeteundaiionbaeaeseaas 
TDI nccnimanacdidilidindneciinaudadiininaieimtial 
STUD. osthinqenembndsbsbisieadscsesddsaqadaendadeseed 


Hawaiian operations: 
ET SOR i ichcndecnentccundsnnudininebipeinieiin 


Transatlantic Pan American................-......-...- 
Transpacific Pan American.....................----.--0< 


Latin American operations: 






Total all carriers............. ponnapitiatbbninansolines 


Subsid 
accru 





sisce |eelelex 


Be 
ce 
= 








Open rate period 


Feb. 7, 1957, forward. 


Apr. 1, 1955, forward, 
July 1, 1957, forward. 
Apr. 6, 1956, forward, 
Closed, 
Jan. 1, 1957, forward. 
July 1, 1955, forward. 
Dec. 1, 1956, forward. 
Closed. 

Do. 

Do. 
Apr. 6, 1956, forward. 
Jan. 9, 1956, forward. 
Closed. 
Dee. 1, 1956, forward. 


Apr. 6, 1956, forward. 
Closed. 
Feb. 3, 1956, forward. 


Feb. 6, 1957, forward. 
Closed 


Merged with Wien July 9, 1086, 
Closed. 


Do. 


Do. 
Apr. 23, 1957, forward. 
Oct. 1, 1956, forward. 
Apr. 8, 1957, forward. 


Closed. 
Do. 
Oct. 1, 1956, forward. 


Do. 


July 10, 1957, forward. 
Oct. 1, 1956, forward, 
Dee. 31, 1954, forward. 


9 
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TABLE 3.—Carriers in capital-gains proceeding— Relationship of subsidy t 
mt on a yo 
total operating revenues, fiscal year 1957 


{In thousands] 











pineaictiaaindicad a ait ntnneickscsittnisitongigs ee pealtatiteiaicinntiaincteaiesie 
| Relation of 
| Total oper- subsidy to 
ating reve- Subsidy | total oper- 
nues | | ating reve- 
nue 
Percent | 
Alaska--_- | ie cthhaeeed ied teuh aula tneenes : : $5, 974 $1, 548 25, 91 
BE SONI bcp eer etn <eccen te} qquesee conan 1, 289 | 312 | 24. 20 
NC a is ai aie bh api ome Pesan 7, 557 2, 487 32. 91 
ABS ee ‘ Pn a eae 3, 240 | 1, 275 89, 35 
ee eho oe awben baie . on —at 50, OO7 | Y82 1.96 
i ectnne dete ies : Toe 3, 705 | 2, 259 | 60, 97 
CEE Gan canenvcse stuns} - ve = ; 20, 021 | 678 | 3.39 
Ne Ee iiditents Kccretpdbipatpet nan cacknecenons ee 2i, ae 273 | 19. 39 
POLY sink 6 ieee aaice Scaentberesen~ sales : a 2 958 231 24.11 
I . isvetnvecaveseoeiamedsy ie ee 6, 249 | 2, 490 39.85 
i i ek en a Ns 5, 655 | 235 4.16 
PTE i descmaccnccenecccess ad le ee en ee eee 1, 350 | 1, 175 87. 04 
Lakes Gentrehn 5 cs........--- , eins aaa esi : 3, O47 | 1, 450 47. 59 
a nr caleisieetenmdedhioirt tinea eunmanen : 1, 301 | 935 71. 87 
IS oe eae ee oS 5 res peset 6, 639 | 1, 381 20, 80 
ee Sk Meee <dancinc a <cacts sl eine ee = 2, 231 | 1, 664 74. 59 
ek ee eee neeeneeenssacenee | 8, 967 | 1, 586 17. 69 
Piortentt.....~<Seeneneds4 SE ek be = 11, 409 1, 163 | 10, 19 | 
Northern Consolidated. .....--- ES ee by tum bebenh | 2, 927 618 | 21.11 
Ozark. -- eleectne ill ciedteiebidephanelans eh eieichlta Miaatitasaccheelhnhieniaseseneil : 2 6, 292 2, 733 | 43, 44 
I rn ere enmaecmbee 9, 845 2, 566 26. 06 
ial te il he emeneengeioaseonnn acne | 21, 434 986 4.60 
IR ect Bis dk a ob il dps onic es ceacnen x 304, 512 2, 563 0, 84 
tS rE td ade kta emcaeommedpans sin oneemet 7, 896 | 2, 469 | 31. 27 
NN Ot hh lated chdendncccnsodsanceancesssel A, 398 1<sasaes : ol Seodiatelali cet 
eso < ncnnmacesne em benaekiuodpaiers saa | 4, 298 1,917 44, 60 
0 USS Suche cates weee Ie 5, 677 1, 761 31. 02 
I Riitiicasccminicagbnddinngbipacaccenhvanweseaneren | 2, 155 50 2. 32 
og alttnainaeenanndseshendbamuie 6, 504 2, 888 44. 40 
Re Rechetied tate ancdtadvapm ronecendecstccconcac 4, 225 | 1, 822 43.12 
Wh on nnavddlmemtinhatibhsdlcnmdptbtatincosccsidewsaosdesers | 4,724 | 642 13. 59 
| | 








1 This carrier had a subsidy-free rate established during fiscal year 1957. 
212 months ended Mar. 31. 1957. 


TaBLE 4.—Schedule A, supplement—Trends in the cost of new airline aircraft 
of less than 50 seats 























Convair | Lockheed Douglas fecal Vickers 
Year | Quar- 
ter | 
Model | Price | Model | _ Price Model Price Model Motel | re Price 
aa eet |\--_ ee eee ee te 
| }{DC-6A_._| $1, 095, 215 | 
1956... 1 440 | 9660, 060 [1.24 5.d..-./........~--- {Do-0B--- 1, 137, 392 { Viscount. $953, 333 
ST ies 1, 895, 419 
DOA... 1, 104, 316 
Rae OOH « 6B ...| 1,273, 408 7 
2 440 | 667,822 | 1049G.__| $2, 031, 253 i DC-7._._. 1' 882, 686 } ies | 971,900 
1(\.DC-7C_._| 2, 248, 995 | 
DC-6A-_..| 1, 104, 277 | 
DC-6B_..| 1, 152, 524 | 
3 440 659, 367 | 1049G.__| 2,022,972 |{ DC-7____- 1, 858, 564 |$_.do....... 979, 074 
| DC-7B... : 938, 735 
}{DC-7C_..| 2, 240, 518 
DC-6B... 1, 303, 887 
ene | C |}DC-7._...| 1, 861, 880 
4 440 | 662,506 | 1049G._.| 2,011, 909 |Ro-2 7B... 1 951, 953 <n 1, 001, 986 
DC-7C.../ 2 243, 979 
DC-6A...| 1, 766, 613 | 
||} DC-6B. 1, 259, 951 | 
1957... 1 440 | 669,677 | 1049H...| 1,906,352 |4{DC-7___.. 1, 864, 994 |}. _.do....... 1, 009, 739 
DC-7B_._| 1, 830, 073 | 
DC-7C_..| 2, 262, 964 | 
DC-6B...| 1, 186, 157 
on see | lL  _— 1, 885, 412 
2 440 | 708,643 | 1649A._.| 2, 524, 313 e 7B. 1’ 823, 021 
DC-7C...| 2, 267,050 











Nore.—Aircraft cost includes 1 set of engines. 
Source: Form 41, schedule A-4 for 1956 and schedule B-7 for 1957. 
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TapLE 5.— Net capital gains from sale of aircraft for the period 1956-60 as estimated 
by the subsidized airlines 


| Money items in thousands; 











| | 
| Estimated gross selling | Less 
Number | | price Estimated 
owned at | Number Pe Boom “4 net capital 
Type aircraft Dee. 31 estimated j gain 
s | 1955 | tobe sold | | Residua Capita! 
| | Perunit | Tota | values gains tax, 
| ! | at 26 cents 
19 | $1, 400 $26, 600 $3, 719 $5, 949 $16, 932 
12 1, 100 | 13, 200 1, 219 3, 115 8, 866 
6 720 4, 320 833 907 2, 580 
19 800 15, 200 4, 884 2, 682 7, 634 
25 440 11, 000 1, 149 2, 562 7, 289 
5 2R0) | 1, 400 129 330 941 
27 440 11, 880 1, 929 2, 587 7, 364 
7 380 2, 660 347 601 1, 712 
186 100 18, 600 1, 089 6, 553 12, 958 
; ee ee 104, 860 15, 208 23, 286 66, 276 








No. 7902. 


TaBLE 6.—Pan American World Airways, Inc.—Reported retirement gains, 
calendar year 1956 


[In thousands 





Jan. 1, 1956, | Apr. 6, 1956, | Total calen- 

















through through dar year 1956 
Apr. 5, 1956 | Dec. 31, 1956 
Flight equipment: 

I kickin wisbihrehisdhea-dhsinehdlalhee Milena alin tei att alltel $3, 505 $180 $3, 685 
SNS PROUUOCIIDS... .... dp ence wanmiinpaginadenendbnntmadtasl aaiiimiilais tell 967 967 
DN sat--tenobheeeenn=breqeenbboonsemterengneveenten 3, 505 1, 147 | 4, 652 

Ground equipment: ARIED 
bce MR aa nl aE ital tec eh tacit 183 102 285 
TRPRPOMES TECH VOTES Los hdd Lec scd cb cctcbdecigcocdccuudeittulipsddecsicd | eccwdbcconeass |----eeeeeeee-- 
Spe ncadudics = ap eiiith mmborimohainadteelcckahoademiaiaam ane 183 102 285 
ST TO, 3 688 1, 249 4, 937 





Exursit No. PA-D 


INFORMATION REQUESTED OF Mr. R. G. Fereuson on Cross- 
EXAMINATION BY Bureau CouNSEL 


There are set forth below the details requested of Mr. 
| Ferguson by Bureau Counsel (transcript, pp. 1363-1366) as 
to possible cha sales of flight equipment, = Pan American. 
It must be stressed that these data do not reflect actual 
plane, but merely long-term estimates which may be affected 
y many factors. For example, since these estimates were 
prepared it has been tentatively determined to defer any 
plans for the sale in 1957 of DC-6B aircraft, pending the 
development of fuller and more up-to-date information as to 
| various factors which will affect Pan American’s requirements 
for aircraft and for capital funds. It should also be noted 
that no specific plans have as yet been made for the disposi- 
tion of any other flight equipment. 
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—————» 




















No. Type | Sales price | Profit before | Profit after 
| tax tax 
| 

L-49__......| $1,600,000 | $726, 000 $544, 500 

-| CV-240....-. | 2, 250, 000 1, 285, 000 963, 750 

FOE enw! 2, 400, 000 2, 134, 000 1, 600, 500 

DC-6B....- | 8, 000, 000 4, 050, 000 3, 037, 500 

t atadtth instants | 14, 250, 000 8, 195, 000 | 6, 146, 250 

| pe oo 6, 400,000 | 5, 336, 000 4, 002, 000 

| DC-6B..... 18, 750, 000 12, 450, 000 | 9, 337, 500 

Ne as cn cmanedlh Sa _...| 25, 150, 000 17, 786, 000 | 13, 339, 500 

BN: iets ss Ss ee nneonceee | B-707-120...| 27, 762, 000 570, 000 427, 500 

Grand total. ....... cbccigaadillliadpsnceicahianeamia 67, 162, 000 26, 551, 000 | 19, 913, 250 
| 
} 


Moreover, it is noted that the Comptroller General ssumes a view 
which is not supported by any other Government agency. 

The following correspondence from Government agencies was 
received: 

THe SECRETARY OF COMMERCE, 
Washington, D. C., August 15, 1957, 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Mr, Cuairman: This is in reply to your request for our views 
with regard to S. 1753, a bill relating to the reinvestment by air carriers 
of the proceeds from the sale or other disposition of certain operating 
property and equipment. 

This bill provides that in determining the need of air carriers for 
eideidy-mail pay, the Civil Aeronautics Board shall not take into 
account gains derived from the sale or other disposition of flight 
equipment, The benefit provided by the bill would be extended in 
those instances where such gains (after applicable expenses and taxes) 
are reinvested in the purchase or construction of flight equipment, 
or used for the retirement of debt contracted for such purposes subse- 
quent to the date of enactment of the bill. 

It is the intent of this bill to change a method of calculating need 
mail rates which tends to discourage subsidized air carriers from re- 
placing obsolete equipment. 

At present, because of certain court decisions and proceedings 
instituted by the Civil Aeronautics Board, a subsidized air carrier 
faces the prospect of having capital gains realized from the sale or other 
disposition of flight equipment applied as an offset to reduce the 
subsidy to which it would otherwise be entitled. Carriers are en- 
couraged by this to retain such value as there might be in their 
equipment over and above depreciated cost by not realizing gains 
through sale or other disposition. Such a situation tends to delay the 
replacement of obsolescent equipment. 

This Department believes this result is not in the public interest. 
The public interest in the efficient, economical, and safe operation of 
subsidized air carriers would be better served if subsidies were cal- 
culated in such a way as to permit reinvestment of gains in more 
modern and efficient aircraft without affecting need mail rates. 
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We are concerned, however, that the provision limiting application 
of these capital gains to debts incurred subsequent to the date of the 
enactment of this bill will handicap carriers who have assumed obliga- 
tions to pay for equipment to be delivered in the future. We believe 
that obligations arising in such cases should be included within the 

urview of this legislation. 

Subject to the foregoing consideration we recommend enactment of 
§. 1753. 

The Bureau of the Budget has advised that it would interpose no 
objection to the submission of this letter to your committee. 

Sincerely yours, 
Water. WILLIAMs, 
Acting Secretary of Commerce. 


TREASURY DEPARTMENT, 
July 19, 1957. 
Hon. Warren G. Maenuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

My Dear Mr. CuarrMan: Reference is made to your request for 
the views of this Department on S. 1753, relating to the reinvestment 
by air carrier of the proceeds from the sale or other disposition of 
certain operating property and equipment, 

The purpose of the proposed legislation is to exclude gains realized 
from the sale or other disposition of flight equipment in determining 
the amount of subsidy payments to air carriers for the transportation 
of mail. The exclusion would apply only if the gains, less applicable 
expenses and taxes, were to be reinvested in new flight equipment. 

The proposed legislation is not of primary interest to this Depart- 
ment and the Department has no comment to make with respect to 
its general merits. 

Very truly yours, 
Joun K. Caruock, 
Acting General Counsel. 


Post OrricE DEPARTMENT, 
BurREAU OF THE GENERAL COUNSEL, 
Washington, D. C., July 16, 1957. 
Hon. WarREN G. MaAGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Mr. Cuarrman: Reference is made to the request for any 
comments the Department wishes to offer concerning S. 1753, relating 
to the reinvestment by air carriers of the proceeds from the sale or 
other disposition of certain operating property and equipment. 

This measure would provide in part that the Civil Aeronautics 
Board “shall not take into account gains derived from the sale or other 
disposition of flight equipment if (1) the carrier notifies the Board in 
writing that it has invested or intends to reinvest the gains (less ap- 
plicable expenses and taxes) derived from such sale or other disposi- 
tion in flight equipment, and (2) submits evidence in the manner pre- 
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scribed by the Board that an amount equal to such gains (less ap- 
plicable expenses and taxes) has been expended for purchase of flight 
equipment or has been deposited in a special reequipment fund.” 

The Supreme Court of the United States in the case of Civil Aero: 
nautics Board, petitioner v. Arthur E. Summerfield, Postmaster General 
of the United States, et al., decided February 1, 1954, and reported in 
347th United States Reports, page 67, held that ‘“‘all other revenue” in- 
cludes nonflight income from incidental air carrier’s activities and an 
gains derived from the sale of tangible or intangible assets shall be 
greated as “other revenue’ for the purpose of reducing mail com- 
pensation. 

The effect of the proposed bill would be to exclude from “‘all other 
revenue” of the air-carrier gains received from the sale or disposition 
of flight equipment in determining the ‘‘need” of an air carrier for 
compensation for the transportation of mail. 

The case cited was the result of an appeal by the Department from 
a decision by the Civil Aeronautics Board which did not take into 
account the profits in the international operations of a carrier in 
arriving at a “need” rate for its domestic operations. The Depart- 
ment was, at that time, paying the airmail subsidy. 

Reorganization Plan No. 10 of 1953 (5 U.S. C. 133z 15) provided 
for a complete and formal separation of subsidy from compensation 
for the transportation of mail. The Post Office Department is not 
now financially concerned with this subject. The function of paying 
such subsidy was transferred to the Civil Aeronautics Board. Accord- 
ingly, S. 1753 is more appropriately a matter upon which the Depart- 
ment of Commerce, and possibly the Civil Aeronautics Board, should 
supply the principal recommendations for consideration by the 
committee. 

The Bureau of the Budget has advised that there would be no 
objection to the submission of this report to the committee. 

Sincerely yours, 
Ase McGreecor Gorr, 
General Counsel, 


DEPARTMENT OF JUSTICE, 
Orrice or THE Deputy ATroRNEY GENERAL, 
Washington, D. C., May 27, 1957. 
Hon. Warren G. Maanuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate, Washington, D. C. 

Dear Senator: This is in response to your request for the views 
of the Department of Justice concerning the bill (S. 1753) relating to 
the reinvestment by air carriers of the proceeds from the sale or other 
disposition of certain operating property and equipment. 

The bill would amend section 406 (b) of the Civil Aeronautics Act 
of 1938, as amended (49 U.S. C. 486), by providing that in determin- 
ing the need of an air carrier for mail pay, the Civil Aeronautics Board 
shall not take into account gains derived from the sale or other dis- 
position of flight equipment if (1) the carrier notifies the Board in 
writing that it intends to invest or has invested such gains and (2) 
submits evidence, as may be required by the Board, that it has in- 
vested an amount equal to such gains in the purchase of other flight 
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equipment, or has deposited such sums in a special reequipment fund. 
In order to obtain the benefits of the amendment, such funds would 
have to be used within a reasonable time for the purchase of flight 
equipment. f : 

The amendment would be effective as to all capital gains realized 
on or after January 1, 1956, with respect to the sale or other disposition 
of flight equipment irrespective of Board orders which may have 
taken into account such gains in the determination of “all other 
revenue” of air carriers. 

Whether the bill should be enacted involves a question of policy 
concerning which the Department of Justice prefers to make no 
recommendation. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report, 

Sincerely, 
WituraM P. Roacers, 
Deputy Attorney General, 


CompTROLLER GENERAL OF THE UNITED STATES, 
Washington, April 22, 1957. 
B-120027 
Hon. Warren G. MacGnuson, 
Chairman, Committee on Interstate and Foreign Commerce, 
United States Senate. 


Dear Mr. Cuarrman: Further reference is made to your letter of 
March 29, 1957, acknowledged on April 1, 1957, requesting the com- 
ments of the General Accounting Office concerning S. 1753, 85th Con- 
gress, Ist session, entitled “a bill relating to the reinvestment by air 
carriers of the proceeds from the sale or other disposition of certain 
operating property and equipment.” 

In brief, the bill proposes to amend section 406 (b) of the Civil 
Aeronautics Act of 1938, as amended, by providing that the Board, in 
determining ‘‘all other revenue” of an air carrier, not take into 
account the gains resulting from the sale or other disposition of any 
flight equipment of such carrier, provided the carrier notifies the Board 
that it has invested or intends to invest within a reasonable period 
such proceeds in other flight equipment or has deposited an amount 
equal to such gains in a special reinvestment fund. There also are 
provided certain conditions and limitations governing the use of such 
funds prior to reinvestment, including authority to be conferred upon 
the Board to determine the “reasonable period” within which the 
proceeds shall be reinvested. 

It is our opinion that this bill, if enacted, would make partially 
ineffective the decision of the Supreme Court of the United States in 
the case of Western Air Lines, Inc. v. Civil Aeronautics Board, et al. 
(347 U. S. 67), and, therefore, could result in an unwarranted burden 
upon the taxpayer. In that decision it was held that in fixing mail- 
pay subsidy for an air carrier the Board was required to take into 
consideration (1) the carrier’s profits derived from the operation of 
restaurants and other concessions at airports, (2) the sale of tangible 
assets to another air carrier, and (3) the sale of a route to another 
air carrier. In treating the “intangible value” of a route sold to 
another carrier, the Board concluded that such amount should not 
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be uSed in offset because it. wanted to “encourage improvement of the 
air route pattern through voluntary route transfers by other air 
carriers.” However, the Supreme Court, while not objecting to the 
policy arguments of the Board, pointed out as follows: 

“* * * The act, it is true, merely says that the Board in determin- 
ing the rate ‘shall take into consideration’ various factors, including 
‘the need’ of the carrier (sec. 406 (b)); and the ‘need,’ as we have 
noted, is not, merely for compensation to insure the transportation 
of mail but compensation for ‘the development of air transportation’ 
under the prescribed standards. By that standard the ‘need’ in a 
riven case may be so great that profits from other transactions should 
»e allowed in addition to the normal rate. Or, on the other hand, 
the total revenues of the carrier as against its operating costs and 
developmental program may be so great that ‘the need’ for subsid 
disappears and the carrier is transferred to the service rate for mail 
pay. *.*:* 

oa * oH * * * * 


“The act, however, speaks of ‘the need’ of the carrier for the sub- 
sidy, not the effect of a policy on carriers in general. This is not a 
case of recapture of earnings. Western keeps the entire amount of 
the profit. The issue is how much additional money Western is to 
receive in the form of a subsidy. * * * [Italic supplied.] 

We agree with the soundness of the Court’s legal interpretation of 
section 406 (b) of the act, and particularly with respect to that portion 
of its decision wherein it pointed out that the Board was not justified 
in disregarding profits from the sale of a route in order to safeguard 
the incentive for voluntary route transfers. This, in our opinion, is 
as it should be; and so long as the standard of assistance to a carrier 
is to be measured by its need, such assistance should be determined 
unon nothing less than the carrier’s “all other revenue,” regardless 
of the source from which derived. Furthermore, in appraising the 
matter from an equitable and practical viewpoint, it is manifest that 
measure of assistance rendered to any carrier by a “need’’ standard 
should be based upon the promise of its actual overall requirements; 
otherwise, the word “need” will have lost its significance. . In addi- 
tion, we believe that the bill is objectionable because it is in conflict 
with the basie principles of the Civil Aeronautics Act and sound rate- 
making policy in general. 

In the course of its ratemaking functions, the Civil Aeronautics 
Board properly has taken into consideration the matter of depre- 
ciation as an allowable item of expense in determining the “need” of 
the carrier under the terms of section 406 (b) of the act. This, of 
course, is an accepted principle adopted by most regulatory bodies. 
And, here, it is deemed pertinent to point out that since depreciation 
is not an exact science, 1t must be recognized that the establishment 
of the useful life and residual value of a given asset must of necessity 
be predicated upon estimates, the accuracy of which cannot be ascer- 
tained until actual disposition of the asset. Therefore, if, because of 
changed economic conditions, the established residual values pertain- 
ing to flight equipment owned by the air carriers result in the realiza- 
tion of profits in excess of the net book values at the time of disposition 
of such equipment, it is clear that depreciation over the preceding 
period was inaccurate. 
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The Board’s depreciation policy generally has permitted a 7-year 
life on postwar aircraft with residual values of about 10 percent. 
Hence, by determining ‘‘need” under this practice, a carrier is able 
to recoup its cash investment in flight ee through deprecia- 
tion over that period. Also permitted as allowable expenses are inspec- 
tion, maintenance and overhaul, since obviously a carrier is required, 
at all times to operate safe and dependable aircraft which, of course, 
requires a constant outlay of expenditures. Therefore, in permitting 
these and other expenses, the Board has complied with the “need’’ 
element of section 406 (b). But to permit the Board now to disregard 
the profits realized from the sale of such equipment would permit 
those carriers to have enjoyed the benefit of a subsidy in excess of 
their ‘‘need.” Furthermore, the carrier’s depreciation has not 
amounted to a cash expenditure and, as pointed out by the Supreme 
Court in the Western case, it has been permitted to retain its earnings 
plus a fair and reasonable return upon its investment. 

It is apparent that the primary purpose of the proposed bill in 
exempting the proceeds of such sales from the category of ‘other 
revenue” is to assist in the purchase of new equipment. However, 
for reasons heretofore discussed, section 406 (b), while designed to 
underwrite the “need” of the carrier under honest, economical and 
efficient management, cannot and should not be construed as providing 
assistance beyond that area—and certainly not to the extent of render- 
ing aid in the field of financing new equipment, which field clearly is 
one of management prerogative. And, in this connection, it is sig- 
nificant to observe that the present act appears not to have been an 
undue burden, as evidenced by the fact that certain carriers already 
have entered into extensive commitments for future delivery of 
equipment. 

In the light of the foregoing, therefore, we recommend against favor- 
able consideration of the bill. 

As an alternate to the proposed bill, S. 1753, however, we would 
suggest an amendment which would enable the Government ulti- 
mately to recoup through the Board’s ratemaking process that portion 
of the profits realized from the sale of equipment which through former 
depreciation allowances already might have been paid for by the 
Government through its award of subsidy. Such an amendment 
should provide that capital gains from the sale of equipment by sub- 
sidized carriers would be initially retained by the carrier for reinvest- 
ment in new equipment. Recovery by the Government would be 
effected by action of the Board in fixing future mail rates first, by 
reducing the asset base upon which depreciation expense would be 
allowed and, second, by reducing the investment base upon which a 
rate of return is computed. Thus, assuming the carrier remains on 
subsidy throughout the depreciable life of the new equipment, the 
Government would, through reduced subsidy payments, recoup over 
that period of time, the full amount of capital gains earned by the 
carrier and reinvested in the new equipment. Furthermore, if, prior 
to the time that the equipment is fully depreciated, the Board should 
determine that the carrier no longer requires the “need” portion of 
the mail rate, there would revert to the Government any balance of 
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the reinvested capital gains not otherwise recovered through 9 
reduced depreciation allowance and return on investment, 
Sincerely yours, 
JospepH CAMPBELL, 
Comptroller General of the United States, 


VII. CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in brackets; new matter is printed in italics; and existing law 
in which no change is proposed is shown in roman): 


Section 406 (b) or THE Civit AERONAUTICS AcT oF 1938, As AMENDED 


TITLE IV—AIR CARRIER ECONOMIC REGULATION 


* * * * * * ® 


RATES FOR TRANSPORTATION OF MAIL 
Authority To Fix Rates 


Sec. 406. (a) The Authority is empowered and directed, upon. its 
Own initiative or upon petition of the Postmaster General or an air 
carrier, (1) to fix and determine from time to time, after notice and 
hearing, the fair and reasonable rates of compensation for the trans- 
portation of mail by aircraft, the facilities used and useful therefor, 
and the services connected therewith (including the transportation of 
mail by an air carrier by other means than aircraft whenever such 
transportation is incidental to the transportation of mail by aircraft 
or is made necessary by conditions of emergency arising from aircraft 
operation), by each holder of a certificate authorizing the transporta- 
tion of mail by aircraft, and to make such rates effective from such 
date as it shall determine to be proper; (2) to prescribe the method 
or methods, by aircraft-mile, pound-mile, weight, space, or any com- 
bination thereof, or otherwise, for ascertaining such rates of compen- 
sation for each air carrier or class of air carriers; and (3) to publish 
the same; and the rates so fixed and determined shall be paid by the 
Postmaster General from appropriations for the transportation of 
mail by aircraft. 

Ratemaking Elements 


(b) In fixing and determining fair and reasonable rates of compen- 
sation under this section, the Authority, considering the conditions 
peculiar to transportation by aircraft and to the particular air carrier 
or class of air carriers, may fix different rates for different air carriers 
or classes of air carriers, and different classes of service. In deter- 
mining the rate in each case, the Authority shall take into considera- 
tion, among other factors, the condition that such air carriers may 
hold and operate under certificates authorizing the carriage of mail 
only by providing necessary and adequate facilities and service for 
the transportation of mail; such standards respecting the character 
and quality of service to be rendered by air carriers as may be pre- 
scribed by or pursuant to law; and the need of each such air carrier 
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for compensation for the transportation of mail sufficient to insure 
the performance of such service, and, together with all other revenue 
of the air carrier, to enable such air carrier under honest, economical, 
and efficient management, to maintain and continue the development 
of air transportation to the extent and of the character and quality 
required for the commerce of the United States, the postal service, 
and the national defense. 

In determining the need of an air carrier for compensation for the 
transportation of mail, and such carrier’s “other revenue” for the purpose 
of this section, the Board shall not take into account gains derived from 
the sale or other disposition of flight equipment if (1) the carrier notifies 
the Board in writing that i has wnvested or intends to reinvest the gains 
(less applicable expenses and taxes) derived from such sale or other dis- 
position in flight equipment and (2) submits evidence in the manner 
prescribed by the Board that an amount equal to such gains (less appli- 
cable expenses and taxes) has been expended for purchase of flight equip- 
ment or has been deposited in a special reequipment fund. Any amounts 
so deposited in a reequipment fund as above provided shall be used solely 
for investment in flight equipment either through payments on account of 
the purchase price or construction of flight equipment or in retirement 
of debt contracted on and after April 6, 1956, for the purchase or construc- 
tion of flight equipment, and unless so reinvested within such reasonable 
time as the Board may prescribe, the carrier shall not have the benefit of 
this paragraph. Amounts so deposited in the reequipment fund shall 
not be included as part of the carrier’s used and useful investment for 
purposes of section 406, until expended as provided above. 


O 
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85TH CONGRESS } SENATE | Report 
1st Session No. 1145 





ESTABLISHING THE CHESAPEAKE AND OHIO CANAL NATIONAL 
HISTORICAL‘PARK?AND TO PROVIDE FOR THE ADMINISTRATION 
AND MAINTENANCE OF A PARKWAY IN THE STATE OF MARY- 
LAND 


Avaust 27, 1957.—Ordered to be printed 


Mr. Murray, from the Committee on Interior and Insular Affairs, 
submitted the following 


REPORT 


[To accompany S. 77] 


The Committee on Interior and Insular Affairs, to whom was 
referred S. 77 to establish the Chesapeake and Ohio Canal National 
Historical Park and to provide for administration and maintenance of 
a parkway in the State of Maryland, and for other purposes, having 
considered same, report favorably thereon with amendments and 
recommend that the measure, as amended, do pass. 

The amendments and their purposes are as follows: 

On page 3, line 3, after the words “‘way and in the’, insert the 
words “‘provisions of the’’. 

This amendment is for clarification of language to eliminate any 
question of limitation in the act of 1953. 

On page 4, line 9, strike the words ‘‘connection, by way”’. 

On page 4, line 10, insert after the word “of” the words “approxi- 
mately 25 miles, traversing generally”; strike the word ‘‘Ridge’’. 

On page 4, line 11, strike the word “and’’. 

_ On page 4, line 12, insert after the word “and” the words “extend- 
ing to”’. 

These amendments modify the language to give the National Park 
Service some latitude in locating the exact site of the proposed parkway 
to meet topographic and engineering problems. 

On page 5, line 12, strike the period, insert a colon and the words: 


And provided further, That designation of lands for Chesa- 
peake and Ohio Canal National Historical Park purposes shall 
not debar or limit, or abridge its use for such works as Con- 
gress may in the future authorize for improvement and ex- 
tension of navigation, or for flood control or irrigation or 
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drainage, or for the development of hydro-electric power or 
other purposes. 


In 1956 the Senate Committee on Public Works authorized the 
Corps of United States Army Engineers to review their reports on 
multipurpose development of the Potomac River and make a new 
report to the Congress. Amendment (3) is intended to disclaim inten- 
tion by this committee, in recommending S. 77, to preempt or raise 
a barrier to projects which the Corps of Engineers or others may 
recommend and the Congress find desirable in the future. 


PURPOSES OF THE BILL 


S. 77 transfers the Chesapeake and Ohio Canal property now held b 
the Federal Government as a national capital park to national fe 
status. It authorizes trading canal property in the Cumberland, Md. 
area, for other lands of value to the park—releasing some canal lands 
near Cumberland for highway and business uses. It authorizes 
construction of a 25-mile parkway from Highway 51 in the vicinity of 
Paw Paw, W. Va., to a point near Woodmont, Md., to provide park 
access. It authorizes acquisition of additional lands for the park up 
to 15,000 acres. 
BACKGROUND 


Hearings on S. 77 were held on June 12, 1957. Following the 
hearings, consent was given to the cities of Hagerstown and Cumber- 
land, Md., to file briefs on the measure and the record was held open 
until August 10, 1957. 

The old Chesapeake and Ohio Canal stretches 184.5 miles from the 
District of Columbia up the Potomac River to Cumberland, Md. 
The canal property was acquired by the Federal Government many 
years ago and has been administered as a national capital park. 

The lower end of the canal, from its terminus in the District of 
Columbia, to Point of Rocks, Md., was designated to become part of 
the George Washington Memorial Parkway in the Capper-Cramton 
Act of 1930. Such parkway has been planned to a point about 1 mile 
above the Great F alls of the Potomac by the National Capital Plan- 
ning Commission, to terminate at a bridge across the river. 

S. 77 designates the canal property from the end of the park- 
way (approximately the new bridge) on to the vicinity of Cumberland, 
Ma, as a national park. This changes the status of the short stretch 
from the bridge to Point of Rocks, Md., from parkway to park 
designation—a step approved by National Capital Planning Com- 
mission and other agencies involved. 

Passage of the bill is desired by citizens of Cumberland, Md., to 
facilitate highway and industrial developments there. The proposed 
new park was warmly supported by conservation groups, ues 
some rod and gun clubs. The Department of Interior and Nation 
Park Service support the measure, with Budget Bureau approval. 
The Corps of Army Engineers, studying multiple-purpose develop- 
ment of the river, interpose no objection with the adoption of 
amendment 3 (above). 

Opposition to the bill came from three sources: 

s. Frunters: opposed to a park because hunting is prohibited and 
they would be prevented from carrying guns across the narrow park 
in crossing from Maryland to Virginia. 
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2. Rural electric cooperatives, which sought delay until the Corps 
of Army Engineers reports on multiple-purpose use of the river for 
flood control, sanitation, municipal water supply, power and other 
purposes. : ee 

3. Maryland officials and citizens who are concerned about access 
to the long stretch of the Potomac River (165 miles) for resources and 
industrial development, water supply and other nonpark uses. Ernest 
A. Vaughn, Maryland Game and Inland Fish Commissioner, and 
Joseph F. Kaylor, director of the Maryland Department of Forests 
and Parks, both members of the Maryland Board of Natural Re- 
sources, opposed the measure, as did the brief of the Hagerstown, Md., 
Chamber of Commerce. 

S. 77 provides continued authority in the Secretary of Interior to 
grant easements through, over, or under the park lands. The right 
of Congress to authorize in the future use of the lands for other pur- 
poses is expressly restated in amendment No. 3. The two provisions 
make clear that it is not intended by S. 77 to freeze the long strip of 
canal land occupying much of Maryland’s Potomac River bank, against 
other developments. 

Reports of the Department of Interior and the Corps of Army 
Engineers on S. 77 follow: 


UNITED STATES CORPS OF ARMY ENGINEERS 


Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 

Dear Senator Murray: Reference is made to your request for my 
views with respect to S. 77, 85th Congress, a bill to establish the 
Chesapeake and Ohio Canal National Historical Park, with particular 
reference to the possible effects of enactment of the measure upon 
subsequent proposals growing out of Corps of Engineers studies. 

The Corps of Engineers has long been concerned with the develop- 
ment of the water resources of the Potomac River Basin for the 
benefit of the public in general. I am in full accord with the overall 
objectives of S. 77, to preserve and develop the public recreational 
potentialities of the Chesapeake & Ohio Canal. These potentialities 
were recognized and provisions were made therefor in a report sub- 
mitted to the Congress by the Secretary of the Army on May 22, 
1946, on a preliminary examination and survey of the Potomac 
River and tributaries, Maryland, Virginia, West Virginia, and Penn- 
sylvania, published as House Document No. 622, 79th Congress. 

The above report noted that the act approved May 29, 1930 (46 
Stat. 482), stipulated that plans for the development of the George 
Washington Memorial Parkway shall not debar or limit the use of 
the area for such water control development as might be authorized 
in the future by Congress, Similar qualifications had been placed 
on other types of developments in the area by the act approved May 
29, 1928 (45 Stat. 1012). LI believe that this concept of comprehensive 

lanning and development of water resources on an equitable basis 
or all beneficial public purposes should prevail throughout the basin. 

Under the authority of a resolution adopted on January 26, 1956, 
by the Committee on Public Works of the United States Senate, the 
district engineer at Washington, D. C., has initiated a review of the 
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report contained in House Document No. 622 in order to determine 
whether any modification of the recommendations therein is advisable 
at this time, with a view to preparation of a comprehensive plan for 
control of floods and the development and conservation of the water 
and related resources of the basin, with particular emphasis on present 
and future needs for water supply and pollution abatement. In mak- 
ing this study, the Corps of Engineers is directed to coordinate fully 
with the Interstate Commission on the Potomac River Basin, and 
with the States of Maryland, Virginia, West Virginia, Pennsylvania, 
and the District of Columbia, and with the National Capital Regional 
Planning Council and other Federal agencies concerned, to insure full 
consideration of all views and requirements. 

This study, which is now in the initial stages, will consider all ele- 
ments of water resource development. Every plan that has so far 
been contemplated for economic development of the water resources 
of the Potomac has included reservoirs as a primary component of the 
plan. Reservoir storage is considered essential for development of a 
dependable and adequate water supply for the increasing needs of the 
Washington area and such reservoirs as are ultimately found indis- 
pensable may occupy part of the lands encompassed in the proposed 
park. 

It is my understanding that lines 15 through 20 on page 3 of S. 77 
intend to establish a firm priority for use of lands for park purposes 
over any and all other uses in the designated area. I believe that it 
would be premature to establish an inviolate priority for this purpose 
throughout the designated area, and therefore action on S. 77 should 
be deferred pending completion of the overall study of development 
of the water resources of the basin now underway. However, I see 
no objection to the legislation if the language of the bill were modified 
to include the stipulation made by the Congress in the act of May 29, 
1930, referred to above. 

In view of the record of the hearings being held open for immediate 
reply, concurrence by the Bureau of the Budget has not been obtained. 
The transcript of hearing enclosed with your letter is returned here- 
with. 

Sincerely yours, 
E. C. IrscHner, 
Major General, United States Army, Chief of Engineers. 


(The suggested modification of S. 77 is incorporated in amendment 
3, above.) 
UNITED STATES DEPARTMENT OF INTERIOR 


Dear Senator Murray: Your committee has requested a report 
on S. 77, to establish the Chesapeake and Ohio Canal National His- 
torical Park and to provide for the administration and maintenance 
of a parkway, in the State of Maryland, and for other purposes. 

We recommend the enactment of S. 77 with minor amendments 
thereto for purposes of clarification. 

The Chesapeake & Ohio Canal, built during the American canal- 
building era, illustrates one of the most significant phases in the devel- 
opment of our national communication system that has served to bind 
the Nation together. The canal played an important role in our 
country’s early westward expansion. It made the vast resources of 
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the Potomac River Valley and the trans-Allegheny region more accessi- 
ble to tidewater and the eastern markets. 

Establishment and preservation of canal property, as a national 
historical park, is in the public interest. Many of the historical canal 
structures of the canal-river era are no longer in existence. Others 
are rapidly deteriorating, however, those that remain are symbolic 
of an era of progress in our Nation’s history. These and the outstand- 
ing scenic and inspirational values of the proposed park should be 
preserved for the public benefit and enjoyment. In addition, sub- 
stantial economical benefits will accrue to the immediate region 
affected by this park. 

Various proposals have been considered in recent years for public 
use and administration of this historic and scenic canal property. 
We have studied these proposals and have considered them in co- 
operation with the State of Maryland in order to reach a solution 
that will permit the preservation and use of the canal property for 
both recreational and historical purposes. We believe this should be 
accomplished in a manner that will ogee appropriate recreational and 
other uses of adjoining land along the canal property and the Potomac 
River. Our surveys of the canal property lead us to the conclusion 
that the major portion of this property, that portion extending between 
the Great Falls terminus of the George Washington Memorial Park- 
way to the vicinity of Cumberland, Md., should be established as a 
public park area. 

In our opinion, this proposed legislation contains the necessary 
flexibility to provide harmoniously for the various types of land use in 
the general area that would be affected by establishment of the 
proposed park. 

The following amendments are recommended for purposes of 
clarification : 

(1) Page 2, revise the language of lines 3 through 5 to read as 
follows: “‘way and in the provisions of the Act of August 1, 1953 
(67 Stat. 359) is’’. 

(2) Page 4, revise lines 9 through 12 to read “section 1 of this Act, 
a scenic parkway of approximately 25 miles, traversing generally 
Town Hill and other suitable terrain, from Maryland Route 51 in 
the general vicinity of Paw Paw, West Virginia, and extending to the 
existing Long Ridge Road near’’. 

As Setied by the act of July 25, 1956 (70 Stat. 652), which 
requires that certain reports of the executive branch to the Congress 
contain information pertaining to the number of civilian officers and 
employees required to carry out additional or expanded functions, we 
bave prepared and enclose herewith a statement concerning these 
matters. 

The Bureau of the Budget has advised us that there is no objection 
to the submission of this report to your committee, 


(The suggested amendments were adopted), 
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UNITED STATES DEPARTMENT OF THE INTERIOR, NATIONAL PARK 
SERVICE 


Estimated additional man-years of civilian employment and expenditures for the 
Ist 5 years 
[Statement to accompany the report of the Department of the Interior concerning S. 77 and H. R. 1145 


relating to establishment, administration, and protection of the Chesapeake and Ohio Canal Nationa} 
Historical Park and related parkway] 


























se namasthegneesssenisansesasetaetiel 
Ist year 2d year | 3d year | 4th year | 5th year 
Estimated additional man-years of civilian 
employment: 
Administrative services and support: 
PR itiie sip ashi ent odie snide 1 1 2 2 2 
Clerical and administrative aids..... 2 2 4 5 5 
EE dunicdngbaducensebareded 1 2 3 3 3 
DN ebtelseddapiccisnteeennconed= 4 5 | 9 | 10 | 10 
Substantive (program): 
ct cnicncccnancpectocke 1 1 1 1 1 
Chief ranger and rangers...-.-....... 7 7 7 7 7 
RIE 1 1 1 1 1 
SE hhplchedidddvinuveupepwete 1 1 1 1 1 
Stenographic and clerical..........-. 2 2 2 2 2 
EC a aliitaiduim tidglbancnw 2 3 7 9 9 
ONE 3 Li leddbhocdhibbho spate 1 2 2 2 2 
Landscape architect .............--.-- 3 3 6 & 8 
BONDE ONE di. occu dccccvwbncuncwsue 1 1 7 10 9 
Maintenance supervisor...........-- 1 1 1 1 1 
Skilled tradesman -.--...........--.-.. 3 3 3 3 3 
Unskilled labor__............-..----. 6 6 6 6 6 
Stenographic and clerical_........... | 2 3 5 5 5 
ee 31 34 | 49 56 | 55 
— a ———— 1 aaoaa——eea————SSSBq Ss 
Total estimated additional man- 
years of civilian employment-.--- 35 39 58 66 65 
Estimated additional expenditures: 
I acintsccnibinniberndndwantindnec $175, 000 $200, 000 $321, 000 $374, 000 | $367,000 
Ear nk itap ect iecqecanneconsne | 495, 000 770,000 | 1,349,000 | 2, 196,000 | 2, 303, 000 
bd cthncsscadidbiescdcvessesastoue | 670, 000 | 970,000 | 1,670,000 | 2, 570,000 | 2,670,000 
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Calendar No. 1180 


85TH CONGRESS l SENATE { Report 
Ist Session No. 1146 





AMENDING THE FEDERAL PROPERTY AND ADMINISTRATIVE 
SERVICES ACT OF 1949, AS AMENDED, TO PERMIT LEASING OF 
SPACE FOR 15 YEARS, AND FOR OTHER PURPOSES 





Avaust 27, 1957.—Ordered to be printed 





Mr. Humpurey, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany 8. 2533] 


The Committee on Government Operations, to whom was referred 
the bill (S. 2533) to amend the Federal Property and Administrative 
Services Act of 1949, as amended, to authorize the Administrator of 
General Services to lease space for Federal agencies for periods not 
exceeding 15 years, and for other purposes, p weed considered the 
same, report favorably thereon with amendments, and recommend 
that the bill, as amended, do pass. 


PURPOSE 


The bill is designed to expand the existing authority of the Adminis- 
trator to procure space by lease for the accommodation of Federal 
agencies by authorizing execution of leases for such purposes in 
buildings or improvements which are in existence or to be erected 
by lessors for periods not in excess of 15 years. 


BACKGROUND 


The Administrator of General Services is presently authorized under 
several separate statutory provisions to (1) enter into leases, for 
periods of not exceeding 5 years, of storage accommodations within 
the District of Columbia for the use of the several activities of the 
Government; (2) procure space for the housing of Federal agencies, 
except the Post Office Department, in the District of Columbia by 
lease for periods not in excess of 1 year; (3) procure space for the 
housing of any Federal agencies, except the Post Office Department, 
outside the District of Columbia by lease for periods not in excess 
of 5 years. S. 2533 would replace such authorities. 

86006 
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Hearings were held before the Subcommittee on Reorganization 
Senate Committee on Government Operations, on July 11, 1957, on 
a prior bill, S. 1754, to amend the Federal Property and Administrative 
Services Act of 1949 to authorize the Administrator of Genera] 
Services to lease space for Federal agencies for periods not exceedin 
30 years, and for other purposes. The Assistant Comptroller Gener, 
by letter dated May 9, 1957, recommended against favorable con- 
sideration of the bill. Suggestions were made at the hearing for 
revision of S. 1754 in a manner informally agreed upon between 
General Services Administration and the General Accounting Office, 
As a result this bill, S. 2533, was introduced to supersede S. 1754. 

The shortage of office and general purpose space throughout most 
of the United States is reported by the General Services Administra- 
tion to have resulted in a highly competitive market for space suitable 
for the needs of Federal agencies and commercial enterprise alike, 
It is represented that authorization to lease space for periods not in 
excess of 15 years will enable the General Services Administration to 
acquire space for Federal agencies at more favorable rental rates on 
an equal footing with competing private interests, and thus eliminate 
a shortage of space to meet Federal needs which heretofore has been 
critical in some areas. 


COMMITTEE AMENDMENT 


Concern was expressed in some quarters that the authority con- 
tained in paragraph (2) of proposed new subsection (h) which would 
be added to section 210 of the Federal Property and Administrative 
Services Act of 1949, as amended, by the bill as introduced might be 
used as a substitute for existing public building construction programs, 
In recommending enactment of this legislation, the General Services 
Administration stated that it did not intend to exercise the requested 
authority as a substitute for any existing public buildings program. 
In commenting upon the bill, the General Services Administration 
reiterated their stated intention and, to remove any possibility of 
improper administration, recommended that the authority set forth in 

aragraph (2) of the bill be stricken. (See letter of August 15, 1957, 
or the Administrator of General Services addressed to the chair- 
man of the Subcommittee on Reorganization, under ‘‘Agency Views”). 
Inasmuch as the Administrator of General Services has advised that 
the desired results can be achieved without the authority provided for 
in paragraph (2) of the bill, the committee recommends approval of 
the proposed amendment. 

ANALYSIS 


Section 1 of S. 2533, as amended, will add a new subsection, (h), to 
section 210 of the Federal Property and Administrative Services Act, 
as amended. 

Paragraph (1) of the new subsection 210 (h) authorizes the Admin- 
istrator to enter into leases for periods not in excess of 15 years for the 
accommodation of Federal agencies in buildings which are in existence 
or may be erected by lessors, within or outside the District of Colum- 
bia, and to assign and reassign space therein to Federal agencies. 

Paragraph (2) authorizes deposit of rental received from the sub- 
letting of any surplus unexpired portion of a lease in the buildings 
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mangement fund and the payment from such fund of any costs neces- 
sary to provide services to the Government’s lessee and to pay the 
rent not otherwise provided for on the lease of the space to the Gov- 
nment. 
‘Paragraph (3) exempts lease agreements in excess of 5 years entered 
into under paragraph (1) from the provisions of section 322 of the 
Economy Act limiting expenditures for alterations, improvements, 
and repairs to 25 percent of the amount of the first year’s rent. 
Section 2 provides for repeal of specified laws which are inconsistent 
with the new authority granted in section 1. 


AGENCY VIEWS 


S. 2533, and the amendment, were recommended by the General 
Services Administration. The Administrator also urged that the 
committee expedite action in view of the immediate need for the 
authority which would be provided. Communications received from 
GSA follow: 

GENERAL SprRvices ADMINISTRATION, 
Washington, D. C., August 6, 1957. 
Hon. Husert H. Humpurey, 
Chairman, Subcommittee on Reorganization, 
Committee on Government Operations, 
United States Senate, Washington, D. C. 

Dear Mr. CuarrMan: Your letter of July 16, 1957, requested the 
views of the General Services Administration relative to S. 2533, 
a bill to amend the Federal Property and Administrative Services 
Act of 1949 to authorize the Administrator of General Services to 
lease space for Federal agencies for periods not exceeding 15 years, 
and for other purposes. 

The essential purpose of the bill is to improve the economy and the 
efficiency of GSA’s space leasing program by authorizing the Adminis- 
trator of General Services to use leasing techniques similar to those 
employed by private enterprise in acquiring space by lease to meet 
its needs. 

The shortage of office and other general purpose space throughout 
most of the United States to meet the demands of the expanding 
economy in recent years has resulted in a highly competitive market 
for space suitable for the needs of governmental agencies and com- 
mercial enterprise alike. In order to acquire and retain suitable space 
at favorable rental rates, private interests have entered into long-term 
leases and, as a result, the shortage of suitable space to meet Federal 
needs in some areas is frequently critical. We believe that if the 
Administrator of General Services is authorized to lease space for 
periods not in excess of 15 years as provided in S. 2533 instead of a 
maximum period of 5 years as now provided by law (40 U.S. C. 304c), 
GSA will be able to acquire space for Federal agency needs at favorable 
rental rates on an equal footing with competing private interests. 
When Federal agency program requirements necessitate the acquisi- 
tion of space in specific areas which do not offer existing facilities 
suitable or available to meet these needs, enactment of S. 2533 would 
enable GSA to interest private enterprise in constructing or remodeling 
facilities which will meet agency needs and promote its efficiency 
without paying premium rental rates attributable to short-term 
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amortization of construction or major remodeling costs under short. 
term leases. 

In addition to providing authority for longer term leases, S. 2533 
contains other provisions which are designed to complement the longer 
term leasing authority so that it can be used in the most economical 
and efficient manner. These provisions are equally as important as 
the basic authority. The bill in its entirety comprises one of the most 
—— proposals in our current legislative program. The Post 

ce Department reports that similar authority conferred on the 
Postmaster General by the Public Buildings Purchase Contract Act of 
1954 to lease property for periods not in excess of 30 years has enabled 
the Department to make significant improvements in its real estate 
management program in many areas. I am convinced that this 
legislation is desirable and necessary and I strongly advocate its 
enactment. 

The enactment of this measure will not result in any increase in 
budgetary requirements of GSA for its administration. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
FRANKLIN G. FLOETE, Administrator, 





GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., August 15, 1957, 
Hon. Husert H. Humpurey, 
Chairman, Subcommittee on Reorganization, 
Committee on Government Operations, 


United States Senate, Washington, D. C. 


Dear Mr. Cuarrman: During hearings before the Subcommittee 
on General Government Activities, Committee on Government Oper- 
ations, House of Representatives, on August 13, 1957, on H. R. 9052, 
a question was raised as to whether the authority proposed could be 
ditilized by this Administration as a substitute for the method of 
acquiring Federal facilities provided for in the Public Buildings Pur- 
chase Contract Act of 1954, or in lieu of construction of federally 
owned facilities on a direct appropriation basis, particular reference 
being made to paragraph (2) of proposed new subsection (h) which 
section 1 of the bill would add to section 210 of the Federal Property 
and Administrative Services Act of 1949. 

Identical bill S. 2533 is pending before your subcommittee. In our 
letter of March 14, 1957, addressed to the President of the Senate 
recommending enactment of a bill for which S. 2533 is a substitute, 
we stated: 

“As the chief leasing agency of the Federal Government, the Gen- 
eral Services Administration should be empowered to use all the 
leasing techniques employed by private business to secure the most 
advantageous lease arrangements. The proposed 30-year leasing 
authority is not intended to be exercised as a substitute for any exsting 
public building construction program. Rather, it would be used as 
auxiliary to those authorities in cases where foreseeable advantage 
to the Government appears.’”’ [Emphasis supplied.] ; ; 

At the above-mentioned hearing we testified that the intention of 
this agency remains as stated in our letter quoted above. We 
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not use any long-term leasing authority which a be granted by the 
Congress as a device to acquire space for the Government in any 
situation where the permanent needs of the Government dictate that 
the facilities should be acquired in any other manner authorized by 
existing law. We are seeking authority only for the execution of 
leases of sufficient duration to enable us to obtain the most advan- 
tageous rental rates for space most nearly suited to our requirements. 
We firmly believe that substantial rental savings may be realized 
for the Government through the use of long-term leases where such 
terms are justified by foreseeable needs. This we cannot accomplish 
under our present authority which limits us to leases of not more than 
5 years. 

Further consideration of the matter leads us to the conclusion that 
we will be able to accomplish our desired purpose without the author- 
ity contemplated by paragraph (2). Accordingly, to remove an 
question as to whether paragraph (2), if improperly administered, 
might be utilized in sume manner other than our stated intention, 
we recommend that it be stricken from S. 2533. 

We should like to point out that the provision was included in our 
proposal solely to enable us to acquire real property incident to the 
execution of long-term leases as authorized by paragraph (1) of sub- 
section (h). The provision was patterned after authority presentl 
vested in the Post Office Department by section 203 (a) 2 of title it 
of the Post Office Department Property Act of 1954, Public Law 519, 
83d Congress (68 Stat. 523). 

Adoption of this recommendation will require that existing para- 
= (3) and (4) of new subsection (h) of the bill be renumbered (2) 
and (3). 

For your information we have made the recommendation herein 
contained to the Honorable Jack Brooks, chairman, Subcommittee 
on General Government Activities, Committee on Government Oper- 
ations, House of Representatives, in connection with identical bill 
H. R. 9052. 

Sincerely yours, 
Franxuin G. Fiorre, Administrator. 





GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., August 23, 1957. 
Hon. Husert H. Humpnrey, 
Chairman, Subcommittee on Reorganization, 
Committee on Government Operations, 
United States Senate, Washington, D. C. 

Dear Mr. Cuarrman: The purpose of this letter is to direct your 
attention to the urgency of the need for the enactment of S. 2533, a 
bill to amend the Federal Property and Administrative Services Act 
of 1949 to authorize the Administrator of General Services to lease 
space for Federal agencies for periods not exceeding 15 years, and for 
other purposes. 

As we have pointed out in our prior communications recommending 
enactment of this legislation and in commenting upon the bill, its 
essential purpose is to improve the economy and efficiency of the 
Government in its leasing activities. Under existing law, we are not 
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authorized to enter into leases of more than 5 years’ duration. Such 
leases have proven inadequate in many instances to persuade owners 
to modify existing buildings to suit dommanans space needs or to 
cause builders to construct space designed especially to meet Govern- 
ment needs. 

In those cases where we have been successful in such efforts we feel 
certain that the rental cost is greater than would have been incurred 
if authority had existed to commit the Government to longer terms 
commensurate with foreseeable needs. 

Of particular urgency at the immediate time is a substantial 
program which we are now undertaking to provide in excess of 20 
special centers to house air-navigation facilities for the Civil Aero- 
nautics Administration. These facilities will be designed to meet the 
particular need and it is apparent that the existence of authority to 
execute firm leases for periods from 5 to 15 years, dependent upon the 
foreseeable duration of the need in a particular locality, would enable 
us to carry out this program at substantial savings in rental over the 
cost that will be incurred under existing law. 

We must go forward with this program within the existing limita- 
tions on our authority. If we are to achieve for the Government the 
savings which we believe will be realized through longer term leases, 
it is essential that authority to execute such leases be granted at an 
early date. This is but one example of numerous situations where we 
are convinced that substantial savings will accrue to the Government 
through execution of leases of terms in excess of 5 years. 

This problem has been discussed with your staff. A proposed 
committee report has been prepared and the bill is now ready for 
action by your subcommittee and the full committee. So far as we 
have been able to determine, no objection has been stated to the 
enactment of the bill, as amended in accordance with our recommen- 
dation contained in our letter dated August 15 to your subcommittee, 
As there emphasized, this law will simply be another tool to acquire 
space, the need for which is not permanent as to type or location. 

While I appreciate the problems confronting your subcommittee in 
the closing days of the session, for the reasons set forth above I cannot 
too strongly urge favorable action on this particular legislation prior 
to adjournment. 

Sincerely yours, 
FRANKLIN G. Fionte, Administrator. 


The Bureau of the Budget and the Comptroller General of the 
United States also approved the bill, as follows: 


EXeEcuTiIve OFrFicr OF THE PRESIDENT, 
BurEAU OF THE BupDGET, 
Washington, D. C., July 29, 1957. 
Hon. Husert H. Humpurey, 
Chairman, Subcommittee on Reorganization, 
Committee on Government Operations, 
United States Senate, Washington, D. C. 

My Dear Mr. Cuarrman: This will acknowledge your letter of 
July 16, 1957, inviting the Bureau of the Budget to comment on S. 
2533, to amend the Federal Property and Administrative Services Act 
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of 1949 to authorize the Administrator of General Services to lease 
space for Federal agencies for périods not exceeding 15 years, and for 
other purposes. t : 

It appears that the only change in the subject bill from S. 1754, on 
which bill we forwarded our comments to the Senate Committee on 
Government a on April 22, 1957, is the insertion of a 15- 
year maximum lease period in lieu of a 30-year maximum. 

Our comments in the above-mentioned report would apply to S. 
2533 as well. The tool of long-term leasing authority will greatly aid 
the Administrator of General Services to secure proper space on a.com- 
petitive businesslike basis with ‘resultant stabilizing benefits in real 
property management. 

Accordingly, the Bureau of the Budget recommends that your com- 
mittee give favorable consideration to this bill. 


Sincerely yours, 
Percy Rappaport, Assistant Director. 





ComprroLLeER GENERAL OF THE UNITED SraTEs, 
Washington, July 23, 1957. 
B-131199 
Hon. Husert H. Humpurey, vee 
Chairman, Subcommittee on Reorganization, 
Committee on Government Operations, 
_ United States Senate. 

Dear Mr. Cuarrman: Further reference. is.made to your letter of 
July 16, 1957, acknowledged on July 17, requesting the comments of 
the General Accounting Office concerning S. 2533, 85th Congress, 1st 
session, entitled “A bill to amend the Federal Property and Admin- 
istrative Services Act of 1949 to authorize the Administrator of 
General Services to lease space. for Federal agencies for periods not 
exceeding 15 years, and for other purposes.” 

It is understood that this bill was introduced in lieu of S. 1754, 
which was the subject of our report dated May 9, 1957, to the Senate 
Committee on Government Operations. In that report, we recom- 
mended against favorable consideration of the bill because, in our 
opinion, it contained objectionable features which we considered. not 
in the best interests of the Government. 

Since the present bill, S. 2533, has eliminated those features which 
we deemed undesirable, we perceive no objection to its favorable 
consideration. — : 

Sincerely yours, 
ii JosEPH CAMPBELL, 
Comptroller General of the United States. 


CHANGES IN EXISTING LAW 


In compliance with.subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, S. 2533 
as reported, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets; new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): « : : ‘ 
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8 AMENDING FEDERAL PROPERTY AND SERVICES ACT OF 1949 


FepeRAL Property AND ADMINISTRATIVE SERVICES AcT oF 1949, 
as AMENDED 


OPERATION OF BUILDINGS AND RELATED ACTIVITIES 
Src. 210. * * * 


* * oS = * * * 

(A) (1) The Administrator is authorized to enter into lease agreements 
with any person, copartnership, corporation, or other public or private 
entity, which do not bind the Government for periods in excess of 
years for each such lease agreement, on such terms as he deems to be in. 
the interest of the United States and necessary for the accommodation, of 
Federal agencies in buildings and improvements which are in existence 
or to be erected by the lessor for such purposes and to assign and reassign 
space therein to Federal agencies. 

(2) If the unexpired portion of any lease of space to the Government is 
determined by the Administrator to be surplus property and the property 
is thereafter disposed of by sublease by the Administrator, the Adminis- 
trator is authorized, notwithstanding section 204 (a), to deposit rental 
received in the buildings management fund (40 U. S. C. 490 (f)) and 
defray from the fund any costs necessary to provide services to the Govern- 
ment’s lessee and to pay the rent not otherurse provided for on the lease of 
the space to the Government. 

(3) Lease agreements in excess of five years entered into under para- 
graph (1) of this subsection shall not be subject to the 25 per centum 
limitation of section 322 of the Act of June 30, 1982, 47 Stat. 412, as 
amended (40 U: S. C. 278a). 


Act or Marca 2, 1913, as AMENDED By SECTION 6 OF THE ACT OF, 


JUNE 14, 1946 
(Sec. 36, title 40, U. S. C.) 


[36. Lease of storage accommodations. 

[The Administrator of General Services. is authorized to enter into 
contracts for the leasing, for periods of not exceeding five years, of 
storage accommodations within the District of Columbia for the use 


of the several activities of the Government, subject to the provisions, 


of section 278a of this title, payable from appropriations that Congress 
may from time to time ae for rent of Pail ings in the District of 
Columbia: Provided, That the authority granted by this section shall 
also extend to the head of any department or establishment of the 
Government to which an appropriation is made specifically. for the 
rental of storage accommodations within the District of Columbia.] 

e e * e ae * 


Section 407 or tHe Act or Jung 16, 1949 


(Sec. 37a, title 40, U. S. C.) 
[[37a. Lease of additional space; assignment to agencies; definition, 


[The Administrator of General Services is authorized to procure, 
space in the District. of Columbia by lease, upon such terms and for. 


such period, not in excess of one year, as he may deem in the public 


>, er TP Tr Se |] 


SE SOO a 


nant 





AMENDING FEDERAL PROPERTY AND SERVICES ACT OF 1949 a 


interest, for the housing of any Federal agency or agencies, except the 
Post Office Department, and to assign and reassign such space. As 
used in this section, the term “Federal Agency”’ means any executive 
department (except the Post Office Department), independent estab- 
eset. commission, board, bureau, in the executive branch, or 
other agency of the United States, including wholly owned Govern- 
ment corporations. ] 
* = * es * * 


AMENDED SEcTION 3 oF THE Act or Avuaust 27, 1935 
(Sec. 304c of title 40, U. S. C.) 


[340c. Leasing additional space; assignment to agency; payment. 
[The Administrator of General Services is authorized to procure 
space by lease, on such terms and for such period not in excess of 
five years as he may deem in the public interest, for the housing of 
any Federal agency or agencies outside of the District of Columbia, 
except the Post Office Department, and to assign and reassign such 
space. To the extent that the appropriations of the General Services 
Administration not otherwise required are inadequate therefor, the 
Administrator of General Services may require each Federal agenc 
to which leased space has been assigned to pay promptly by chec 
to the Administrator of General Services out of its available appro- 
priations, either in advance or during occupancy of such space, all or 
part of the estimated cost of rent, repairs, alterations, maintenance, 
operation, and moving: Provided, That when space in a building is 
occupied by two or more agencies, the Administrator of General Serv- 
ices shall determine and equitably apportion rental, operation, and 
other charges on the basis of the total amount of space so leased.] 
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LETTER OF TRANSMITTAL 





Unitrep Sratres SENATE, 
CoMMITTEE ON THE JUDICIARY, 
ANTITRUST AND Monopoty SUBCOMMITTEE, 
August 16, 1957. 
Hon. James O. EastLanp, 
Chairman, Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear SENATOR Eastianp: I am transmitting herewith for the 
information of the members of the Committee on the Judiciary a 
report of the Antitrust and Monoly Subcommittee entitled ‘“Petro- 
leum, the Antitrust Laws, and Government Policies,” together with 
the individual minority views of Senators Dirksen and Wiley. Senator 
Langer abstains from participation in this report, as he was hospital- 
ized with a serious illness during the entire hearings. 

The study of various competitive problems in the oil industry, 
including the Government-sponsored oil lift program, has been one 
of the most important tasks which has peenere this subcommittee 
during the past year. Extensive public hearings were held by the 
subcommittee between February 5 and March 22, 1957, during which 
time the views of integrated oil companies, independent producers 
and refiners, consumers and Government officials were presented. 
This report is based upon the record of these hearings and the subse- 
quent investigation and study made by the staff. 

Oil is one of the most significant industries in our entire economy. 
It is vital to our national defense. Therefore, we must be particularly 
vigilant to guarantee that free and active competition prevails. Be- 
cause of the impact of oil upon national and international policies it 
is especially important that we guard against the dangers to competi- 
tion in this country from the influence of foreign cartels. 

By designation of Senator Estes Kefauver, the chairman of the 
Antitrust and Monopoly Subcommittee, I acted as presiding chairman 
at these hearings. Attached to this report as an appendix are the 
statements of Donald P. McHugh, counsel, Gareth M. Neville, assist- 
ant counsel, Dr. Paul H. Banner, economist, and Louis Rosenman, 
attorney, which were presented at an open public hearing on June 12 
preparatory to the drafting of the subcommittee report. W. B. 
Watson Snyder acted as a consultant to the subcommittee during 
these hearings. 

Sincerely yours, 
JosEPH,C. O’Manoney, 
Presiding Chairman at the Oil Hearings. 
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PETROLEUM, THE ANTITRUST LAWS AND GOVERNMENT 
POLICIES 


Avaust 27, 1957—Ordered to be printed 


Mr. O’Manonsy, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[Pursuant to 8. Res. 57, 85th Cong.] 


The investigation initiated by the subcommittee following the clos- 
ing of the Suez Canal and the stoppage of the flow of oil through the 
pipeline from Iraq to the Eastern Mediterranean, revealed a pattern 
of joint operation and ownership among competitors which had long 
characterized operations in the oil industry. The subcommittee’s 
study disclosed the alarming implications present in the recent recom- 
mendations of the President’s Cabinet Committee to restrict oil im- 
ports into the United States through a voluntary agreement among 
competitors. The recommendations give Government sanction to the 
import position of the major integrated companies to the detriment 
of existing and potential competitors. 

The major American international oil companies selected by the 
executive branch of the Government as members of the Middle East 
Emergency Committee (MEEC) to operate the oil lift program to 
Western Europe, are defendants in the pending antitrust case which 
includes charges of cartel arrangements among themselves and with 
others in the importation of oil into the United States. Free com- 
petitive enterprise in the United States is threatened by the danger of 
importation into this country of the foreign cartel system. The re- 
instatement and preservation of a truly competitive system in the oil 
industry requires a speedy and successful prosecution of the Oil 
Cartel case. We must bring to an end the further extension of cartel 
practices into the United States. 

_ The subcommittee’s study embraced various competitive problems 
in the oil industry, including the effect of major oil company operations 
upon consumers and independent producers, refiners, and distributors. 


1 











2 PETROLEUM—ANTITRUST LAWS AND POLICIES 


Oil is a highly dynamic and complex industry. It may be divided 
into various branches, namely, production refining, transportation and 
marketing. The major oil companies engage in every level of industry 
activity, from production through marketing until the product is in 
the hands of the consumer. When one or more integrated companies, 
through control of subsidiary and affiliated corporations, engage in 
all of the various industry activities, it becomes increasingly di cult 
for independents to compete. When the power resulting from integra- 
tion is abused, the survival of independents is in jeopardy. 

At the producing level, independents sell crude oil to refineries 
owned primarily by integrated companies which also produce crude 
and set the prices at which independent producers must sell. This 
crude is transported through pipelines owned by these same integrated 
producers or their affiliates. At the refining level, independents must 
compete with integrated companies in the sale of product and at the 
same time, buy their crude supplies in part from these same integrated 
companies. At the marketing love, both wholesale and retail, 
distributors are dependent upon the majors. For real competition 
to exist in this industry the independent producer must have free 
access to transportation and refineries. The independent refiner 
must be assured of a stable supply of crude as well as access to the 
market. The independent distributor must have transportation and 
a stable and unfettered source of supply from refineries. 

In 1911, the Supreme Court affirmed the lower court order which 
resulted in the dissolution of the original Standard Oil trust. In time 
the resulting segments grew and became more powerful than the origi- 
nal company. Now, by reason of integrated operations of American 
oil companies in foreign fields, new conditions have developed. The 
expansion of American oil companies in foreign countries through joint 
ownership and other practices not prohibited by foreign antimonopoly 
laws has resulted in a new concentration of power in the oil industry. 
This has been accomplished in part through the incorporation of 
wholly and jointly owned firms in foreign countries and through the 
use of holding companies incorporated either in this country or abroad, 

Thus, for example, three of the largest American oil companies own 
about. 400 firms incorporated in foreign countries. In addition, paper 
corporations are maintained both here and abroad to be used for any 
purpose as the occasion arises. Three of the major oil companies own 
more than 70 such paper corporations, nearly 30 of which are incorpo- 
rated under the laws of foreign countries. 

Joint ownership among competitors has been a traditional device 
for expanding activities into new geographic areas. The trend in 
operations in the domestic petroleum industry from a free competi- 
tive status to a series of planned, cooperative or joint programs of a 
cartelized nature is alarming. Joint ownership among oil companies 
which has long flourished abroad has become increasingly common in 
the United States. It was noted, for example, that members of 
MEEC jointly owned an interest in more than 100 corporations. In 
addition, MEEC members owned joint interests with non-MEBC 
members in 175 other corporations. The noncompetitive significance 
of jointly owned companies was recently commented upon by Judge 
Murphy of the southern district of New York in dismissing ene of the 
overcharge cases in which the joint ownership of Caltex by Texas and 
Standard of California (Socal) was under scrutiny. Judge Murphy 
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PETROLEUM—ANTITRUST LAWS AND POLICIES 3 


characterized the purpose of forming this jjointly owned company in 
these words: 


All Socal and Texas did, in effect, was to agree that it 
would be to their mutual advantage not to compete in cer- 
tain markets. 


While this subcommittee is acutely conscious of the need to limit 
imports which threaten to impair the national security, the method 
adopted by the President’s Cabinet Committee is unworkable and 
plays into the hands of the major importing companies. A voluntary 
agreement involving competing importers raises serious problems of 
legality under the antitrust laws. The recommendation to establish 
import quotas upon a historical base has many of the earmarks of a 
traditional foreign cartel. 

In the early part of August, several major~importingJcompanies 
instituted programs for pipeline proration in the,United States which 
substantially reduced the purchases of crude from independent pro- 
ducers. Declines in demand for crude oil will fall upon the domestic 
industry by the establishment of fixed quantitative import levels. 
Reductions in demand should be borne equally by domestic production 
and imports. It is incumbent upon the executive branch to insure 
that importers do not manipulate their integrated  aeerge to the 
detriment of independent producers and thus defeat defense objectives. 

Imports of crude oil into the United States have recently reached 
an alltime high. It is a well-known fact that oil from abroad, par- 
ticularly in the Middle East, is produced at much less cost than in 
the continental United States. Nevertheless, this cheaply produced 
imported crude sells at the same price as higher cost domestic crude 
despite the fact that excessive imports have contributed to raising 
crude storage stocks to an alltime high for this season of the year. 
American consumers do not get the benefit of the cheaply produced 
foreign crude. Because of the desire to maintain the world cartel 
price for oil, American importing companies are selling their products 
at prices based on high-priced American crude and pocketing the re- 
sulting high profits. 

It is not the intention of this subcommittee in submitting this report 
to seek punishment of any oil companies. Our purpose is to ven /Ze 
the situation which has developed in order to determine what can be 
done to maintain free entry into any part of the industry without being 
subjected to regulation or control by any agency except that created 
under the Constitution. 

The subcommittee feels that the record made during the hearings 
and subsequent study fully supports the following conclusions and 
recommendations: 


CONCLUSIONS AND RECOMMENDATIONS 


1. The recommendation of the President’s Cabinet Committee to 
restrict oil imports through voluntary agreement raises serious ques- 
tions concerning the legality of such an agreement under the antitrust 
laws. It has definite anticompetitive implications and tends to preserve 
the market position of the international oil companies. A fat per- 
centage cutback imposed on the major importers, predicated upon a 
historical base period, perpetuates the market shares which the 
Department of Justice charged in its cartel suit against these importers 
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were arrived at by illegal agreements for dividing up world markets, 
The Cabinet Committee’s program will discourage both new entry 
and growth of smaller importers because it requires the consent and 
cooperation of the dominant international oil companies who would 
have to share a part of their own quotas. In addition, major importers 
possessing high import quotas will be advantaged in negotiating with 
foreign governments for future concession rights to the deteriment of 
any new or recent importers. The voluntary agreement as recom- 
mended by the Cabinet Committee restricts only crude oil, and further 
benefits the integrated international oil companies which operate 
refining facilities abroad and which can readily shift their imports 
from crude oil to products. 

2. The creation of the plan of action setting up MEEC, with im- 
munity from the antitrust laws, was an improper delegation of essential 
governmental responsibility to a group of privately owned inter- 
national oil companies. These private oil companies, some of whom are 
defendants in pending Government antitrust and overcharge suits, 
were entrusted with administering a program in which their pecuniary 
interests conflicted with the objectives sought by the Government. 
In their zeal to turn over responsibility for the program to private 
industry, Government officials did not appear to have given sufficient 
consideration to an alternate program directly administered by the 
Government. 

3. The 1955 amendments to the Defense Production Act strictly 
confined future voluntary agreements among industrial competitors, 
in carrying out defense objectives, ‘to equipment used primarily by 
or for the military.’”’ Congress had deemed the existing voluntary 
agreement relating to foreign petroleum supply a nonmilitary agree- 
ment. The plan of action with its amendments, created under the 
existing agreement, exceeded the lawful scope of this agreement. 
This plan of action was a device to bypass the congressional intent to 
limit the use of such voluntary agreements. 

4. The United States has assumed responsibilities to its allies in 
Western Europe and the Middle East, as evidenced by NATO and 
the Middle East resolution. The Suez crisis called for positive 
Government action to insure equity toward both producing and con- 
suming countries, and to guarantee that the resulting dislocations did 
not place undue economic burdens on these countries. In conferring 
authority upon the international oil companies to carry out the 
MEEC program, the Government delegated responsibilities which 
vitally affected the foreign policy of the United States. The abdica- 
tion of the obligation to meet these responsibilities to private corpora- 
tions is inconsistent with the duty of the Executive om the Constitu- 
tion to formulate and administer the foreign policy of the United 
States. 

5. There was no clear showing that cooperative industry action 
requiring antitrust immunity was needed to deliver oil to Europe under 
the program while the Suez Canal was blocked. In view of substantial 
shipments by individual companies in November before activation of 
MEEC, and the normal market incentive of American oil companies 
to protect their investments in European refineries and to serve their 
European customers, there is reason to believe that shipments of 
individual companies would have approximately equaled total ship- 
ments made under the MEEC program. 
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6. In early 1956, when the Government first boyan formulating 
plans to meet a Middle East oil crisis, specific legislative authority 
should have been sought, thus obviating reliance upon a course of 
action of doubtful ey: 

7. The membership of MEEC was limited to certain major oil 
companies with foreign operations, thus ignoring the interests of inde- 
pendent producers, refiners, distributors, and consumers, all of whom 
were affected by the program. In addition, if Venezuelan residual 
oil destined for industrial use in the United States had been diverted 
to Europe, some of the resulting shortage in this country could have 
been met or substantially alleviated by Societe coal. evertheless, 
the executive branch did not seek the participation of the coal industry 
in formulating its program to help Western Europe’s fuel shortage or 
even to obtain its views concerning the effects of the program. The 
general public good cannot be served by delegating to one branch of 
an industry responsibility for a program affecting many different 
segments of the wey. 

8. The failure of MEEC companies to divert Venezuelan oil ship- 
ments from the United States to Western Europe demonstrates the 
inadequacy of the voluntary scheme for dealing with the oil crisis 
when it required action contrary to the economic interest of member 
companies. 

9. On May 8, 1956, the executive branch included three antitrust 
safeguards in the voluntary agreement relating to foreign petroleum 
supply, providing for (a) Government chairman, (6) full-time staff of 
Government employees, and (c) nondisclosure of individual company 
data to competitors. The executive branch proved that it gave only 
lip service to these antitrust safeguards when in August 1956 the plan 
of action creating MEEC was adopted and these safeguards were 
waived. 

10. In carrying out the allocation decision of OEEC, the private oil 
companies followed historical patterns of distribution which the 
Department of Justice in its cartel suit charged were illegal. 

11. The European oil shortage stemming from the closure of the 
Suez Canal and the Iraq pipeline was mitigated through a combination 
of petroleum rationing, substantial pre-Suez inventories, joint MEEC- 
OPEG activities, and an unusually mild winter. 

12. The record shows increases in first quarter 1957 profits of the 5 
principal companies on MEEC ranged from 13 to 32 percent over first 
quarter 1956 earnings, including profits made possible only because of 
immunities granted under MEEC schedules. 

13. It is recommended that the Attorney General should take im- 
mediate steps to withdraw his approval of the plan of action setting up 
MEEC.' The responsible Government agencies should amend the 
voluntary agreement relating to foreign petroleum supply by removing 
the section which authorizes plans of action. It is also recommended 
that the facts be laid before the Senate Banking and Currency Com- 
mittee. 

14. In the interests of national defense, those provisions of the 


voluntary agreement providing for the gathering of information should 


! Pursuant to the reporting requirement of the Defense Production Act of 1950, as amended, the Attorney 
General reported on August 9, 1957, that he had been advised that the plan of action and the MEEC had 
been terminated on July 31, 1957. However, there is no recommendation in this report to delete from the 
voluntary agreement the section which authorizes plans of action. The interested Government agencies 
have reiterated their belief in the necessity for maintaining the emergency functions of preparing possible 
future plans of action. 
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be left intact. The responsible Government agencies should immedi- 
ately proceed to devise new methods for handling possible future oj] 
emergencies through Government organization. If necessary, specific 
legislative authority should be requested. 

15. Four American oil companies own the Arabian American Oil Co, 
(Aramco) which has a 100-percent monopoly of oil production in 
Saudi Arabia. The record disclosed that when this fabulously 
profitable concession was in need of additional capital, competiiaal 
were invited to participate rather than relying upon a public stock 
offering. These four concession-owning companies exclude American 
companies and all others from purchasing oil from Aramco, by agree- 
ments to divide Aramco’s production in proportion to their stock 
ownership. In addition, the pricing arrangements between Aramco 
and its four owners result in noncompetitive and monopolistic prices 
for Saudi Arabian oil. This joint ownership and distribution pattern, 
established for the purpose of avoiding competition by setting up 
monopolistic controls over the production and sale of Saudi Arabian 
oil, presents to the Government of the United States the question as 
to whether or not it is in the public interest to allow the European 
cartel system to dominate the oil industry. 

16. It is recommended that the Department of Justice undertake 
a complete study of the joint ownership, purchase, and operating 
agreements among Aramco and its four owners to determine whether 
they have resulted in unreasonably restraining the foreign commerce 
of the United States in violation of the antitrust laws. 

Testimony before the subcommittee disclosed that Aramco was 
instrumental in and gave its agreement to the issuance of a Saudi 
Arabian income-tax decree designed to divert income taxes from the 
United States to Saudi Arabia in lieu of increased royalty payments. 
As a result, the United States has received no revenue in the form of 
income taxes from this company on its foreign operations. It is 
recommended that appropriate congressional committees review the 
legality and the propriety of these arrangements to determine whether 
remedial measures or corrective legislation are necessary to prevent 
future similar devices to deprive t the United States of its legitimate 
income taxes. 

18. The large international oil companies operate through numerous 
subsidiaries and affiliates,? many of which are created “by charters 
issued by foreign governments. In addition, these companies also 
retain inactive corporate shells to be used as needed for special 
purposes. Contractual arrangements of private oil companies with 
foreign governments require congressional scrutiny to determine 
whether private interests are being served at the expense of the 
public good. It is recommended that legislation be enacted to require 
all companies subject to the jurisdiction of the United States to register 
with an appropriate agency of the Government all contracts or 
agreements which, as defined in such law, have restrictive effects 
upon the foreign commerce of the United States, and charters of all 
subsidiaries and affiliates created under the laws of foreign govern- 
ments. 

2 Subsidiaries and affiliates of MEEC members are listed in hearings, p. 1537 and appendix, , PP. 2709-2727. 
Unless otherwise noted, hearings refer to Emergency Oil Lift Program and Related Oil Problems, oa 


hearings before the Committee on the Judiciary and Committee on Interior and Insular A flairs, 
Senate, 1957, pts. 1 and 2, hearings, pts. 3 and 4, appendix. 
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19. It is recommended that the 27%-percent depletion allowance 
anted petroleum producers be limited to production within the 
nited States and its Territories.® 

20. Adjustment of imports pursuant to section 7 of the Trade 

eements Extension Act of 1955, through a voluntary program of 
doubtful legality, or through quantitative restrictions, may give the 
major companies with foreign oil holdings rigid market positions and 
monopoly profits on the oil they will be allowed to import. This 
raises the question as to whether an import duty would not be a 
preferable method of accomplishing the purposes of the act. In addi- 
tion, such a duty would contribute to the revenue of the United 
States. 

21. Allegations were made to this subcommittee that the Office of 
Defense Mobilization declined to grant certificates of essentiality to 
build an independent pipeline to the west coast because of improper 
influence exerted by major west coast oil companies who are defend- 
ants in a pending antitrust suit. In view of these charges, the sub- 
committee asked the Office of Defense Mobilization and the Depart- 
ment of the Interior to furnish information bearing upon the refusal 
to grant the certificate of essentiality. There is apparently a complete 
lack of coordination between ODM and its advisory agencies as to 
procedures and criteria utilized in the issuance of certificates of 
essentiality for the oil industry. It is recommended that the appro- 
priate committees of the Congress review the granting of certificates 
of essentiality to determine whether the intention of Congress under 
the Defense Production Act is being carried out. The exclusion of 
district V from any import restriction in the Cabinet Committee’s 
recent recommendations is a recognition that the west coast is a deficit 
oil area and would justify the Office of Defense Mobilization’s re- 
appraisal of the need for a pipeline from the surplus producing areas 
of Texas to the west coast. 

22. In view of the charges of discrimination made before this sub- 
committee, and in view of the power possessed by major integrated 
oil companies through ownership of more than 90 percent of pipeline 
capacity in the United States, it is recommended that the Depart- 
= of Justice initiate an immediate investigation along the following 
ines: 

(a) Monopolization of common-carrier pipeline transportation, 
including extent of interest in trucking companies. 

(b) Use of controlled pipelines to deny independent producers 
a competitive market for crude oil. 

(c) Use of controlled pipelines to restrict sources of oil to 
independent refineries. 

(d) Crude oil price discrimination against producers. 

(e) Pipeline proration. 

23. Historical review of involvement of the oil industry with pro- 
grams and objectives of the Government discloses that the industry has 
consistently been the beneficiary of preferential treatment, especially 
with respect to receiving various types of immunity from antitrust 
prosecution. Opinions by the Attorney General have in fact con- 

* Senator Estes Kefauver, chairman, who joins in this report of the subcommittee, desires to note that he 
has reservations as to recommendation No. 19, and that with reference to No. 20, he has doubts that an im- 


port duty would be a preferable method of accomplishing the purposes of the act as suggested in the last 
two sentences of this recommendation. 











8 PETROLEUM—-ANTITRUST LAWS AND POLICIES 


ferred antitrust immunity upon companies in the oil industry under 
procedures of doubtful legality since no express statutory authority 
existed for such grants. 

24. The Congress should undertake a comprehensive study of all 
grants of antitrust immunity by the Attorney General in the form of 
opinions or so-called “green light’”’ letters for the purpose of deter- 
mining whether immunities from the antitrust law should be granted 
only through express legislative authorization. 

25. Pending such study, the Attorney General should not grant 
antitrust immunity in any form where joint action by oil companies 
is involved, particularly relating to the proposed international oil 
pipeline in the Middle East and any program for voluntary restriction 
of oil imports. 

26. The use of oil-industry personnel on a voluntary basis or as 
advisory committees formulating governmental policy and determi- 
nation has characterized the operations of the executive branch over 
along period of years. It is recommended that legislation be enacted 
to require that all advisory committees, voluntary agreements, and 
joint-action groups should be under the ¢ hairmanship, administr ation, 
and "age aehpagen of full-time salaried Government employees. 

Crude price increases in January 1957 triggered petroleum- 
pe adiae price increases resulting in an estimated annual cost to con- 
sumers in excess of $1 billion and $84 million to the United States 
Defense Department. These price increases were more profitable to 
the majors than to the domestic producers because costs of foreign pro- 
duction had not increased in the same proportion as the costs of inde- 
pendent domestic producers. The latter have little control over price 
or production and must usually go along with the prices established 
by the integrated companies. ‘The power to control the market, there- 
fore, lies largely with the major integrated companies, and this is not 
substantially affected by cost changes affecting the entire industry. 

28. The major integrated oil companies entrusted with administer- 
ing the Government objec tives of the MEEC program used the Suez 
crisis as a pretext to increase crude-oil prices. This increase brought 
forth no additional domestic crude oil for shipment to Europe. 

29. The record disclosed that while the executive branch elected to 
delegate responsibility for this program to the private oil companies, 
it indicated little concern and made no appreciable effort to utilize 
the influence of the executive branch to curb price increases. 

30. There is a competitive market for industrial fuels in which oil 
and coal compete. During the course of the hearings the coal in- 
dustry submitted a stateme nt, and evidence in support thereof, charg- 
ing that importers of residual oil pursued a deliberate pricing policy 
designed to harm the coal industry. In view of such charges, it is 
recommended that the De »partment of Justice, during the course of 
the pending grand jury investigation at Alexandria, Va., determine 
whether importers of residual ‘oil have in fact engaged in pricing 
“at tices in violation of the antitrust laws. 

In view of the failure of the executive branch to deal successfully 
vie ‘the pressing problem of imports, the inadequacy of a coordinated 
transportation policy for both pipelines and tankers, the deficit in 
production of crude oil on the west coast, and the anticompetitive 
results of recent oil industry programs, it is recommended that an 
appropriate committee of the Congress study and propose a national 
policy for oil for the consideration ‘of the Congress. 





APPENDIX To SUBCOMMITTEE REPORT 


On June 12, 1957, the Subcommittee on Antitrust and Monopoly 
met at a public hearing to receive reports of staff members prepara- 
tory to issuing its report. Senator O’Mahoney, who presided at the 
oil hearings, announced that the staff would present to the subcom- 
mittee members an analysis of the testimony presented at the oil 
hearings and the facts and data submitted by the oil companies in 
response to subcommittee subpena. In addition to studying the oil- 
lift program and the price increase of January 3, 1957, the staff was 
instructed to study those other problems in the oil industry having 
antitrust implications. The statements presented to the subcommit- 
tee by staff members at this session are printed in full together with 
footnotes. 
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STATEMENT OF DONALD P. McHUGH, COUNSEL 
INTRODUCTION AND BACKGROUND 


Mr. Chairman, as previously stated by you, the purpose of this 
public hearing is to enable the staff of the Antitrust and Monopoly 
Subcommittee to review for the members of the subcommittee the 
salient features of the recent hearing involving the oil industry and 
to present the results of additional staff study. Based upon these 
hearings and supplemental study, the staff will suggest certain find- 
ings which we believe are appropriate and fully supported by the 
record. 

The attention of this subcommittee was directed at antitrust 
problems in the oil industry immediately following the stoppage of 
the Suez Canal and the I. P. C. pipeline. The resulting oil shortage 
brought into being the Middle East Emergency Committee, a combina- 
tion of 15 private American oil companies engaged in foreign opera- 
tions, for the purpose of transporting oil to Western Europe. In 
arrying out this emergency oil lift program, certain cooperative 
industry activity was authorized in order to enable the member 
companies to direct oil to the shortage areas in the most expeditious 
manner. Under section 708 of the Defense Production Act, immunity 
from the antitrust laws was given to such joint activity. 

Considerable apprehension was immediately expressed by this sub- 
committee at permitting the principal competitors in one of our most 
vital national industries to engage in activities outside the strictures of 
the antitrust laws. The composition of this Middle East Emergency 
Committee was likewise questioned to determine whether it was 
representative of all groups primarily affected by the program. In 
addition, grave concern was felt at delegating responsibility for a 
program vitally affecting the foreign policy of this Government to a 
group of private international oil companies, five of whom were de- 
fendants in a pending antitrust suit brought by the United States 
charging a worldwide cartel in the production, refining, and distribu- 
tion of petroleum and petroleum products.' Furthermore, three other 
“ases were pending against members of MEEC alleging overcharges 
in the sale of oil to the United States under a pricing formula directly 
related to, or rising out of the alleged illegal pricing system charged in 
the cartel suit.’ 

While the subcommittee was obtaining preliminary information 
concerning the emergency oil lift program, the Humble Oil & Refining 
Co. announced a price increase averaging 35 cents a barrel for crude 
oil, which immediately sparked a chain reaction of increased prices in 
the entire petroleum industry. The%subcommittee thereupon ex- 

1 U. S. vy. Standard Oil Co. (New Jersey). Complaint filed April 21, 1953, in District of Columbia (Civil 
Action No. 1779-53) transferred to southern district of New York June 8, 1953 (Civil Action No. 86-27). 
Answer filed September 1, 1953. Pending on motions for discovery. See appendix pp. 1593 et seq. 

2 Three overcharge cases filed in southern district of New York in August 1952. U.S. v. Standard Oil Co. 
(New Jersey) and Esso Export Corp. (Civil Action No. 78-154); U. S. v. Socony Vacuum Oil Co., Inc. and 
Socony Vacuum Overseas Supply Co. (Civil Action No. 78-153) U. S. v. Standard Oil Co. of California, The 
Texas Company, Bahrein Petroleum Co., Ltd., California-Teras Co., Ltd., Calter Oceanic, Lid. and Mid-East 


Crude Sales Co. (Civil Action No. 78-152), Amended complaints in appendix, pp. 1665-1698. 
* Humble press release, January 3, 1957, hearings, p. 764. Baker statement, hearings, p. 776. 
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panded its inquiry to include all aspects of this price increase including 
an analysis of the competitive structure of the oil industry. As the 
hearings progressed, the attention of the subcommittee was called to 
other significant problems in this exceedingly diverse industry.‘ 
Documents obtained under subpena,® voluntary responses to staff 
inquiries,° and questioning of witnesses brought to light matters 
which the subcommittee sought to explore further. Among the prob- 
lems considered were (1) the effect of imports upon development of the 
domestic oil industry; (2) control of major oil companies over trans- 
portation of petroleum and petroleum products, particularly pipelines; 
(3) attempts to construct an independent pipeline to the west coast; 
(4) depletion allowance of major oil companies granted for their 
foreign operations; (5) competitive implications of joint ownership in 
the oil industry; (6) Aramco arrangements for profit sharing with 
Saudi Arabia resulting in payment of no American income tax; (7) 
(7) oligopoly pricing pattern for crude oil and price leadership in sale 
of products; (8) advantages of major integrated companies over 
independent producers and refiners. Time did not permit a com- 
prehensive analysis of these important but ancillary problems and no 
definitive findings were attempted. However, when the hearings dis- 
closed information on aspects of these problems which the subcom- 
mittee felt had an immediate effect upon the public interest, the staff 
gave special consideration to such matters. These will be discussed 
separately. 
STAFF ASSIGNMENTS 


To understand fully the dangers attendant upon turning over to a 
group of private oil companies, with antitrust immunity, a joint 
program for administering responsibilities vitally affecting this Gov- 
ernment, a brief history of oil company involvement in similar pro- 
grams in the past is necessary. I shall sketch this record for the 
subcommittee pointing out the preferential position enjoyed by the 
oil industry over the years. The repeated ability of the oil industry 
to obtain antitrust immunity and other government preferences for 
numerous projects over the years has contributed to the dominant 
position of the majors and has accentuated dangerous noncompetitive 
trends in the industry. I should like also to point out certain conse- 
quences of the MEEC operation which are at variance with our 
competitive goals. ‘The Congress must decide whether it is desirable 
or necessary to pay the price resulting from permissive noncompetitive 
behavior in the interests of certain other national policies. It should 
carefully consider whether these other objectives of national policy 
which are deemed of paramount importance at the time could not be 
achieved in ways which do not threaten the competitive structure of 
our economy. I propose also to analyze the record of this subcom- 
mittee concerning the charges of pipeline monopolization by the 
major integrated oil companies and suggest possible courses of action. 

Mr. Paul Banner, staff economist, will analyze the membership 
of MEEC, how selected, and whether it was properly representative. 

‘Such subjects as: Imports by Russell Brown, taxation by Aramco witnesses, depletion by Aramco 
witnesses, pipelines by Delaney, Schultz and Clark, foreign policy by Government witnesses. 

5 Subpenas duces tecum were served on 16 companies for delivery to committee on February 15, 1957, all 
documents relating to MEEC and crude and products price increases. 


_ * Letters went out to 17 companies on various dates requesting corporate data, Po ee runs to stills, 
imports, exports and other statistics along with shipments to Europe under MEEC auspices. 


96226—57——_2 
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Included will be a description of the interrelationship of members 
in jointly owned companies and some of the antitrust consequences 
resulting therefrom. The financial position of the member companies 
will be explained with particular emphasis upon the profits made 
during and as a result of the oil lift program. He will also review the 
record of actual performance of MEEC companies and will consider 
how Europe was affected, whether joint action was necessary to aid 
our Western allies, and the manner in which Congress was kept 
informed. Mr. Banner will also address himself to the sensitive 
problem of imports generally, with special emphasis on Venezuelan 
imports during the oil lift operation. Finally, he will summarize the 
record concerning the efforts of the West Coast Pipeline Co. to build 
an independent pipeline to the west coast. 

Mr. Louis Rosenman, attorney, will present the detailed story of 
the formation of the Middle East Emergency Committee, pointing 
out the doubtful legal authority for this plan, and the failure to 
require strict antitrust safeguards for the plan of action. He will 
consider whether sufficient attention was given to alternative meth- 
ods involving no conflict of interest and no antitrust immunity. He 
will discuss needed restrictions upon procedures and personnel of 
future advisory groups. Finally, he will suggest appropriate action 
to this subcommittee for the discontinuance of the present plan of 
action under which MEEC acts, including its authority for existence, 
while retaining other features of the voluntary agreement. 

Mr. Gareth Neville, assistant counsel, will analyze the antitrust 
implications of joint ownership by four American companies of 
Aramco in Saudi Arabia and will describe the manner in which Aramco 
has modified its concession agreement with Saudi Arabia following 
the Government’s new income tax decree so as to deny the United 
States any income tax. The subcommittee has questioned the need 
for depletion allowances on foreign oil operations of major integrated 
oil companies and this problem will be considered by Mr. Neveille 
together with a legislative proposal for requiring the registration of 
specified kinds of foreign contracts with appropriate agencies of the 
United States. Finally, the reasons for the price increase instituted 
at the height of the oil lift program will be considered and the effect 
noted upon the economy. This will involve a brief analysis of the 
pricing structure of the industry indicating power in a few dominant 
buyers to set crude prices and the absence of active price competition 
in the sale of petroleum products. The failure of the executive branch 
to exercise its influence to forestall the price increase when its im- 
minence was apparent will be described. 


EFFORTS TO OBTAIN SPECIAL TREATMENT 


Over the years the oil industry has been diligent in its efforts to 
obtain approval for plans which would shield it from the full impact of 
competition. It has been far more successful than any other industry 
in persuading the Government that its peculiar position required a 
preferred status. Its efforts were not always successful, but a partial 
measure of its success is seen in the numerous grants of antitrust im- 
munity obtained either pursuant to express statutory grant or through 
an informal approval procedure by the Attorney General.’ The oil 

7 Informal clearances for Iranian Consortium, World War II, first 2 years, National Petroleum Council. 


Statutory clearances for FPSC, MEEC, Iranian shortage, World War II, last 3 years, Anti-Inflation Act 
of 1948. 
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industry has not lacked its vigorous and active champions in high 
positions in Government who ee managed to make their views 
prevail that oil was inseparably linked with our national defense and 
with the foreign policy of the United States and thus entitled to 
preferential treatment.’ In particular, the oil industry has been suc- 
cessful in the State Department in shaping policies which redounded 
to its benefit. The farflung oil empire with its own foreign policy 
has been eminently successful in persuading State that its objectives 
were so identified with those of the United States as to justify frequent 
digressions from prevailing competitive requirements. In the Oil and 
Gas Division of the Department of the Interior where much of 
Government’s oil policy is laid, the industry finds a sympathetic ear 
and obtains influential support. The various defense agencies have 
been equally receptive to the industry’s pleas.'' As a result, oil has 
become a kind of sacred white cow in American industry. 

As early as 1928, the American Petroleum Institute (the principal 
oil industry trade association) devised a plan by which domestic oil 
producers and state oil conservation authorities would limit oil pro- 
duction in 1929 to the amount produced in 1928. The plan was 
prompted by the call of the Federal Oil Conservation Board to elim- 
inate the great physical waste of our natural resources.“ The API 
proposed that the Board act as a Government agency to sponsor the 
program. After failing to obtain approval from the Attorney Gen- 
eral, the plan was abandoned.“ 

The American Petroleum Institute formulated a code of fair com- 
petition for the oil industry under the National Industrial Recovery 
Act. Unlike all other code authorities which were supervised by the 
National Recovery Administration, the API code was under the 
Petroleum Administration Board, a branch of the Department of the 
Interior..6 This code authority operated and controlled the entire 
industry through representatives of the private oil industry with anti- 
trust immunity.'’ Subsequent proceedings before the NRA Review 
Board disclosed that industry committees enforced code provisions 
by putting independent competition through a “trial’’ and enforcing 
industry committee orders by boycotting and blacklisting."* In two 
major antitrust cases charging 28 oil companies and 56 officials with 
conspiracy to raise and fix tank car prices of gasoline, tried in Madison, 
Wis., in 1937, oil company defendants pleaded NRA immunity for 
certain pricing practices.” The court rejected the contention. Sub- 


§ Letters of Chapman, etc., re National Petroleum Council. Details in footnotes 10 and 32. 
* Letter, Dulles to Celler, July 13 and August 16, 1955. Current Antitrust Problems, pt. II, pp. 1556-1559, 
62. 


10 Secretary of Interior Oscar L. Chapman to Attorney General McGrath, January 29, 1951. WOCs, 
pt. IV, pp. 2321-2324. Chapman to Peyton Ford, April 13, 1951, pt. IV, pp. 2327-2330; Chapman to At- 
torney General, January 10, 1952, pt. IV, pp. 2338-2339. 

1! All advice as to military oil matters by Military Petroleum Advisory Board, hearings, p. 1569. 

12 Federal Trade Commission report, International Oil Cartel, p. 210, et seq. 

8 WOCs, vol. III, p. 2221. 

14 Letter, Attorney General Mitchell to Secretary of Commerce Ray Lyman Wilbur, March 29, 1929, 
saying that Board lacked legislative authority to take any action or approve plans and was not entitled to 
an opinion as to validity of agreement under the antitrust laws. Justice was investigating plan as to possible 
antitrust violation. 

1 NRA Code adopted in Chicago, June 15, 1933, by representatives of API. Rebirth of Monopoly, 
pp. 139, 236. Oil: Stabilization or Conservation, p. 46. 

16 Executive Order of August 28, 1933, designating Secretary of Interior as the Administrator of the code. 
Oil: Stabilization or Conservation, p. 73. 

7 48 Stat. 195, sec. 5, NIRA. 

'S NRA Review Board, 2d report of 1934, pp. 62-67. 

” U. S. v. Standard Oil Co. (Indiana) et af Criminal Action No. 11365 and U. S. v. Socony Vacuwm Oil 
Co., Criminal Action No. 11364. 
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sequent convictions by a jury were upheld by the United States Su- 
preme Court.” 310 U.S. 150 (1940). 

Between 1936 and 1940 an oil industry committee attempted to 
have the Federal Trade Commission adopt a trade practice conference 
to legalize many of the trade practices engaged in during the NRA. 
After intervention by the Department of Justice, the FTC refused its 
approval.2, Mr. Charles E. Arnott, the chairman of the committee 
sponsoring the conference, was described by Justice Douglas in his 
opinion in the Socony Vacuum case as being the “ringleader” of the 
price-fixing conspiracies. 


GRANTS OF ANTITRUST IMMUNITY—BY LAW AND INFORMAL OPINION 


In 1941 the President set up the Petroleum Administration for 
National Defense (later the Petroleum Administration for War) under 
ae K. Davies, executive vice president of Standard Oil Company 

alifornia, to formulate and administer Government oil policy 
during the period of unlimited emergency.” The industry formed 
the Petroleum Industry War Council with 96 members to guide the 
PAW on policy matters. In addition, 83 committees were formed 
to formulate cooperative plans called directives and recommendations 
to carry out the wartime objectives of the Government. They 
refused to function unless granted antitrust immunity. At first the 
immunity was granted by a loose policy arrangement between Hon. 
John Lord O’Brian, General Counsel for OPM (later War Production 
Board) and the Attorney General.” Later such immunity was granted 
by certificates issued by the War Production Board under sec. 12 
of the Small Business Mobilization Act, after prior consultation with 
the Department of Justice.* During the war 81 certificates of 
immunity were granted to the petroleum industry, one over the 
protest of the Attorney General.” Subsequent congr essional inquiry 
disclosed that practically all members of the Petroleum Industry War 
Council were either directors or executive committee members of the 
American Petroleum Institute and that 36 of the members had been 
fined for antitrust violations.” 

After the termination of the wartime petroleum organization, the 
Secretary of the Interior caused the formation of the National 
Petroleum Council, in 1946, consisting of 85 oil ny executives.” 
At that time the Attorney General advised the § Secretary that about 
half of the council members represented companies which had been 
prosecuted under the antitrust laws and 13 of the individual members 
had been convicted or fined for antitrust violation.*®° The council 
was unwilling to act without antitrust immunity, and¥there existed 
no statutory authority for granting such immunity. Therefore, an 
informal arrangement through an exchange of letters, was entered 

2” U. S. v. Socony Vacuum Oil Co., Inc., et al. (appeal of No. 11365), 310 U. 8. 150. 

#1 WOC’s, pt. III, p. 2221. 

22 History of PAW, pp. 374-382. 

% History of PAW, pp. 327-349. 

% History of PAW (list of committees) pp. 327-349. 

% Letter, Robert H. Jackson to John Lord O’Brian, April 29, 1941, History of PAW, p. 383. Also letter, 
Attorney General Biddle to Secretary Ickes, June 18, 1941. History of PAW, pp. 382-383. 

% Public Law 603, Small Business Mobilization Act, sec. 12, 

7 History of PAW, pp. 402-406. 

2% Senate Agriculture Committee, S. Rept. 224, June 19, 1943. House Naval Affairs Committee Rept. 
No. 142, October 5, 1943, pp. 1076-1077. House Judiciary Co mmittee, Current Antitrust Problems, pt. III, 
p. 2224; Senate Small Business Committee, 8. Doc. 6, 79th C ong., January 23, 1946, pp. 169-170. 

29 Complete documented history, WOC’s, pt. IV, pp. 2267- 2280. 


3% Letters: Attorney General Clark to Secretary of Interior Krug, June 6, 12, and 17, 1946, WOC’s pt. IV, 
Pp. 2277-2284. 
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into between the Secretary of the Interior and the Attorney General 
which approved advisory activities carried out in certain prescribed 
ways. The council operates under this same program today. 
Efforts of the Department of Justice in 1951 and 1952 to require a 
Government chairman for the council were unsuccessful.*? This 
approval in effect insulates the council from antitrust prosecution. 
The subcommittee’s attention was called to a meeting of the National 
Petroleum Council at which a major oil company president opposed 
the construction of an east coast pipeline and spoke openly of the 
need for maintaining the industry’s price structure.* 

In 1948 the National Petroleum Council submitted a 20-point pro- 
gram. under authority of the Anti-inflation Act which provided for 
voluntary industrywide agreements for allocation of scarce materials 
and facilities.** This plan was objected to by the Attorney General 
on the ground it would have eliminated all competition from the mar- 
keting ranch of the petroluem industry. After requiring public 
hearings, the Attorney General obtained certain changes in the plan 
and then a antitrust immunity. The plan operated for ap- 
proximately a year until statutory authority expired.*” Numerous 
complaints were received concerning the discriminatory and monop- 
olistic manner in which the plan operated.* 

The background for granting antitrust immunity under section 708 
of the Defense Production Act which culminated in the creation of 
MEEC will be discussed by Mr. Rosenman. At this point it is suffi- 
cient to note that plan of action No. 1 under this act was formulated 
under a voluntary oil agreement with antitrust immunity.” Twenty- 
seven schedules were adopted concerning 94 separate transactions by 
which oil was diverted to shortage areas. Plan of action No. 1 was 
canceled in 1952 when the Attorney General withdrew his approval.*! 

But grants of antitrust immunity for oil industry operations con- 
tinued where no statutory authority existed. A notable example was 
in the formation of the Iranian consortium.” Through two informal 
opinions of the Attorney General, the authority for which was ques- 
tionable, an immunity in fact was granted.“ Following the seizure 
of Anglo-Iranian Oil Co. properties in Iran, the Secretary of State 
was instructed to investigate the possibilities of one or more United 
States oil companies acting in cooperation with Anglo-Iranian to pur- 
chase and market Iranian oil.“ In September 1954 the final agree- 
ment between the Government of Iran and the consortium was made 
and, at the same time, the participating oil companies entered into 
14 agreements.* These agreements have never been made public as 

%! Letter Attorney General Clark to Secretary Krug of May 27, 1946, and interpretations of July 2 and 
September 11, 1946. WOC’s pp. 2272-2273 and 2301-2302. 
% Series of letters, WOC’s, pt. IV, pp. 2320-2342 


% National Petroleum Council meeting, September 29, 1953. Excerpt set out in hearings on p. 1571. In 
full in WOC’s, pt. IV, pp. 2636-2647. 

% Public Law 395 (61 Stat. 945), Anti-inflation Act implemented by Executive Order No. 9910 dated 
January 3, 1948. National Petroleum Council submitted program January 22, 1948. See WOOC’s, pt. IV, 
Pp. 2404-2494. 

% WOC’s, pt. III, p. 2223. 

%* Letter August 9, 1948, from Attorney General to Secretary of the Interior, WOO’s, pt. IV, pp. 2485-2489. 
#761 Stat. 945, sec. 2 (d) terminating all plans on Feburary 28, 1949. 

% WOC’s, pt. III, pp. 2223 and 2225. 

® Report of Attorney General under sec. 708 (e) of DPA of 1950, pp. 36-46. 

“ Letter, Victor Hansen to Senator O’Mahoney dated March 25, 1957, and attachments. Hearings, 


Pp. . 

*! Report of Attorney General under DPA, pp. 42-44. 

® Current Antitrust Problems, pt. II, p. 701. 

*@Tdem., p. 1551. 

“ Tdem., p. 701. 

Letters, Secretary Dulles to Congressman Celler dated July 13 and August 16, 1955—Current Antitrust 
Problems, pt, II, pp. 1556-1559 and 1562, 











16 PETROLEUM—ANTITRUST LAWS AND POLICIES 


the Secretary of State did not believe it would be in the interests of 
the United States to divulge their contents. Anglo-Iranian acquired 
a 40-percent interest, 5 major American oil companies 40 percent, 
Dutch Shell 14 percent, and French interests 6 percent. Nine inde- 
pendent American companies later acquired a 5-percent interest from 
the original American participants.* 

On January 21, 1954, at the request of the National Security 
Council, the Attorney General rendered an opinion which stated that 
the proposed plan of the American companies to join British and 
French interests in reentering Iran did not constitute a violation of 
American antitrust laws, nor create a violation of antitrust laws not 
already existing.” In the second nonviolation opinion on September 
15, 1954, the Attorney General pointed out that this opinion did not 
extend to any other agreement; did not extend to marketing, distribu- 
tion, further manufacture or transportation of any petroleum prod- 
ucts, and the United States reserved all its rights to continue to 
prosecute the so-called oil cartel case, civil action No. 8627. 


RECORD OF ANTITRUST VIOLATIONS BY OIL COMPANIES 


The numerous statutory grants of antitrust immunity to the oil 
industry and the loose type of “green light letter” immunity through 
informal opinions of the Attorney General, whatever their national 
defense justification, have dangerous competitive implications, par- 
ticularly in view of the record of antitrust law violations by oil com- 
panies. In 1911 the Supreme Court approved the dissolution of the 
famous Standard Oil trust charged with monopolization of 95 percent 
of the oil business of the United States.5' Subsequent reports by the 
Federal Trade Commission, congressional committees, and even 
foreign investigating commissions criticized the noncompetitive struc- 
ture of the industry.” These studies emphasized the cartel character 
of international oil operations and the use of a worldwide pricing 
formula which denied consumers the benefit of active competition.” 
Civil actions are now pending against Standard Oil Company of New 
Jersey, Standard Oil Company of California, the Texas Co., Socony 
Vacuum Oil Co. and six of their subsidiary or jointly owned com- 
panies, seeking judgments for a total of $226,394,000 for alleged 
overcharges in sales to the Government under Marshall plan opera- 
tions. These alleged overcharges were made in accordance with the 
pricing formula which the Government in its cartel suit charged to be 
ulegal. 

Both letters noted above contain the refusal to make agreements public in addition to describing the 
whole consortium setup. Stanley N. Barnes also testified that the agreements were classified and he 
could not produce them. 

. aa and Celler letters, see note 45. 
| ¥ Letter of January 21, 1954, Brownell to President, Current Antitrust Problems, pt. II, p. 1559. 

Letter of September 15, 1954, Brownell to President, Current Antitrust Problems, pt. II, pp. 1560-1561. 

81 U. S. v. Standard Oil Co., 221 U. 8.1 (May 15, 1911), Commissioner of Corporations, Position of Standard 
Oil Co, in Petroleum Industry, ch. II (1907). 

82 (a) Federal Trade Commission, Foreign Ownership in the Petroleum Industry (1923). (6) Special 
Senate Committee Investigating the National Defense Program, March 1942, synthetic rubber, etc. 
(c) Senate Select Committee Investigating Patents, April 1943. (d) Joint hearings of Senate Judiciary 
Committee and Special Petroleum Resources Committee, Foreign Contracts Act, May 1945, 79th Cong., 
Ist sess. (¢) Special Senate Committee Investigating Petroleum Resources, American Petroleum Interests 
In Foreign Countries, June 1945. Also 8. Rept. 9, 80th Cong., p. 47. (f) Report of Swedish Oil Investi- 
gating Commission, 1946-47, Chapter XII: Cartels (translation by State Department). (g) Special Senate 
Committee ee omy National Defense, Part 41: Petroleum Agreement with Saudi Arabia, 1947 and 
1948, 80th Cong. Also S. Rept. 440, pt. 5, April 1948. (h) The Third World Petroleum Congress, 


December 1951, by Small Business Committees of both House and Senate. (i) International Petroleum 
ad by Federal Trade Commission staff, published by Senate Small Business Committee, August 22, 
1 


2. 
® Especially FTO cartel report and report on the Third World Petroleum Congress by Senate Small 
Business Committee 
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In August 1952, a report prepared by the Federal Trade Commis- 
sion was submitted to the Senate Small Business Committee contain- 
ing a résumé of international oil operations from 1928 to 1948.% 
This report describes arrangements which the five principal American 
companies had entered into with the Shell group and Anglo-Iranian 
Oil Co. to control the imports and exports of the United States, to 
control domestic crude production, and to conduct the petroleum 
business of the world in accordance with plans for joint ownership of 
reserves and production, and allocation of markets. 

A grand jury investigation of the international oil industry insti- 
tuted in the District of Columbia by the Department of Justice * was 
discontinued in 1953, and on April 21 of that year, a civil complaint 
was filed ° against Standard On of New Jersey, Socony Vacuum Oil 
Co., Inc. (now Socony Mobil Oil Co.), Standard Oil Company of Cal- 
ifornia, the Texas Co., and Gulf Oil Corp., charging an unlawful 
combination and conspiracy to restrain interstate and foreign com- 
merce of the United States in petroleum and petroleum products, to 
fix market prices of both foreign and domestic petroleum and prod- 
ucts, and to monopolize trade and commerce in petroleum and prod- 
ucts between the United States and foreign nations.” This complaint 
charges a number of contracts, agreements, and understandings cov- 
ering about 16 different types of restraints, beginning with the famous 
“As Is” or Achnacarry Agreement of 1928 and the ‘Red Line” 
Agreement of the same year, providing for worldwide division of oil 
production and marketing.® 

According to this complaint the defendants and their cartel partners, 
in order to perfect the control of world reserves and markets, deter- 
mined that joint ownership of companies organized to produce, 
refine and/or market crude oil or petroleum products was a successful 
method of eliminating competition between the owners and, at the 
same time, enabled them to effectively exclude competition from oil 
companies who were not partners to the “‘As Is” arrangements. In 
many instances the participation and ownership of these jointly 
owned companies were identical with percentages of marketing quotas 
under the “As Is’ agreements. Each of the joint owners was charged 
with agreeing not to directly engage in operations in the area covered 
by the jointly owned company. At this point it is worth noting that 
the pattern of joint ownership applies to a considerable portion of the 
operations of the major oil companies in the United States, which will 
be discussed in some detail in describing the organization of MEEC.” 
In no other industry has the pattern of joint ownership and operation 
been practiced so extensively. It bespeaks the influence of the cartel 
pattern of behavior upon competition in the oil industry. 

Apart from pending antitrust litigation, a review of cases filed 
against oil companies under the antitrust and kindred laws discloses 
that of the 42 actions instituted since the passage of the Sherman Act 
in 1890, 19 of such cases involved oil companies who are members of 
MEEC. A tabulation of these cases is attached.” 

* FTO Report, International Petroleum Cartel. 

5 Investigation of World Arrangements with Relation to Petroleum. District of Columbia, Mise. 
Docket 19-52. Subpenas duces tecum issued August 1, 1952. See 13 FRD 280 and 290, 

 U, S. v. Standard Oil Co. (N. J.), see footnote 1. See also testimony of Victor R. Hansen, hearings, 
pp. 655 and 722. 

5? Idem, par. 8, appendix, p. 1594. 

8 Idem, par, 9, appendix, p. 1595. 

% Idem, par. 10, appendix, p. 1599. 


® Banner statement. 
* Analysis of cases in Antitrust Blue Book by staff consultant. 
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The trend in operations in the domestic petroleum industry from 
a free competitive status to a series of planned, cooperative or joint 
programs of a cartelized nature is pera § The various grants of 
antitrust immunity facilitate this departure from traditional principles 
of free competition. The first real threat to competitive free enterprise 
in the American petroleum industry was hatched in Achnacarry Castle 
in the summer of 1928 when Walter C. Teagle, president of Standard 
Oil of New Jersey, Sir John Cadman, head of Anglo-Persian Oil Co., 
and Sir Henri Deterding, managing director of Royal Dutch Shell, 
formulated the “as is” agreement.* At about the same time, efforts 
were being exerted in the United States through the American Pe- 
troleum Institute to obtain agreements to hold production to the 1928 
level so there would be no surplus production for export in competition 
with the cartel in the rest of the world. The watchful eye of the 
Attorney General prevented this arrangement from being adopted.™ 
For a period of time, the oil industry availed itself of devices to control 
prices and production of oil for export from the United States. Two 
export trade associations were formed under the Webb-Pomerene 
Act, known as the Standard Oil Export Co. and Export Petroleum 
Association, Inc.® Under the direction of Jersey Standard, quotas 
and prices of most American refiners for petroleum products sold 
abroad were fixed, and the export market positions of such refiners 
were maintained on the basis of an agreed upon position in the world 
market. The Federal Trade Commission called attention to the fact 
that such arrangements were of doubtful legality and, as a result 
thereof, the Export Association was disbanded in June 1936.% 

The experience gained through the operation of the NRA Petroleum 
Code contributed to the development of business patterns in deroga- 
tion of strict antitrust principles. Wartime Government programs 
hastened this tendency in the oil industry. During World War II, 
under the Petroleum Administration for War, directives were pro- 
mulgated in which distribution of available supplies was made on the 
basis of historical sales positions of each company by area and State 
during the base year 1941." The Office of Price Administration issued 
a series of regulations which in substance recognized “the market 
leader pricing system’ for the sale of petroleum products.* The 
historical market leaders in each State and Territory were known as 
the “reference marketers” and all distributors were required to charge 
the prices of the reference marketers unless on a given reference day 
they had sold for less than the price of the reference marketer. Be- 
tween 1941 and 1945 the Petroleum Administration for War organized 
a number of committees for the purpose of distributing petroleum 
products in allied countries outside the United States.” ‘The Central 
Committee of the Foreign Operations Committee consisted of 14 
members, including two British nominees to represent Anglo-Iranian 
and the Shell interests. Twelve major American companies engaged 
in foreign operations were represented. Membership on various 
operating committees included the same individuals of the various 

62 International Oil Cartel, p. 199. 

6 Idem, pp. 211-212. 

Letter, Attorney General Mitchell to Secretary of Commerce Wilbur, March 29, 1929. 
6 Hearings on Foreign Contracts Act, Senate Judiciary Committee, 79th Cong., pp. 93-96. 
% Foreign Contracts Act hearing, p. 94. 

Directive 59 of PAW. History of PAW, pp. 113, 114, 130. 


6 OPA price order of October 1, 1943. 
® History of PAW, pp. 65, 66, 254, 256. 
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companies who had taken an active part in the “As Is” arrangement. 
In practice the principles of the “As Is” agreement were recognized 
in the schedules of distribution and allocation schedules which were 
worked out for every country in the world. Many of these non- 
competitive, market-sharing arrangements were clothed with anti- 
trust immunity.” Certificate No. 150 of the War Production Board 
conveying immunity was not revoked until September 1, 1945.” 

The creation of the National Petroleum Council after the close of 
World War II furnished the industry another lever for imposing its 
views on Government with the attendant competitive dangers result- 
ing from cooperative activities.” In 1951 the Voluntary Agreement 
Relating to the Supply of Petroleum to Friendly Foreign Nations had 
many cartelized aspects, especially those which were designed to sub- 
stitute American petroleum and petroleum products for Iranian oil in 
carrying out the allocations of world markets between the American 
companies and their foreign partners.” The Foreign Petroleum Sup- 
ply Committee which administered the voluntary agreement was 
staffed by the same people who normally carry out what the Govern- 
ment charges are the cartel operations of the companies. The 
American oil companies with foreign interests were the members of 
the Foreign Petroleum Supply Committee.” They consisted of the 
five principal major oil companies of the United States, together with 
their subsidiaries and jointly owned companies engaged in foreign 
business. 

In the operation of the MEEC, we find the same companies and 
the same individuals forming and staffing the committee and entering 
into similar type arrangements which have been carried on in the past.” 
Permitting oil companies in MEEC to participate in cooperative ac- 
tivity with antitrust immunity has grave dangers to future competi- 
tion in the oil industry. It has great possibility for abuse and it 
provides companies having a history of anticompetitive behavior with 
a convenient forum for collusive activity. 

Mr. Rosenman will discuss in some detail the schedule 4 providing 
for the rerouting of pipeline shipments through joint action among 
competitors within the United States, and the evidence that joint 
action was taken before the issuance of schedule 4 and without anti- 
trust immunity. Mr. Whiteford, president of Gulf Oil Corp., testified 
that such action was a normal method of operation.” No attempt 
was made by this staff to determine whether such conduct violated 
the antitrust laws. Judge Hansen, head of the Antitrust Division, 
has agreed to review this evidence and report his findings to the 
subcommittee.” No such report has yet been made. But whatever 
the economic justification for such joint rerouting of pipeline ship- 
ments, it illustrates the attitude of oil-company officials concerning 
conduct which has obvious antitrust implications. Such arrangements 


” Report of Petroleum Administrator for War to Senate Petroleum Resources Committee on Wartime 
Organization. 


11 Revocation of WPB certificate 150, covering PAW directive 70. 

2 WOO’s, pt. IV, pp. 2495-2712. 

% Banking and Currency Committee hearings on DPA, 1955 amendments, p. 97 (June 21, 1955, statement 
of paesy Barnes). Letter, Assistant Attorney General Hansen to Senator O’Mahoney, hearings, pp. 


™ Hearings, pp. 138-139. 
% Banking and Currency Committee hearings on DPA 1955 amendments, p. 125 (letter of Stanley Barnes 
to Congressman Celler). 


uaak aes, pp. 138 and 139 and appendix pp. 1835-1837. Compare members of MEEC, FPSC, NPO, 
, ete, 


” Whiteford testimony, hearings, p. 1291. 
® Hansen testimony, hearings, p. 728. 
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among major integrated competitors could have the effect of discrim- 
inating against or otherwise injuring independent shippers, producers, 
or refiners. It was deemed of sufficient importance to create a special 
schedule which clothed the transactions with antitrust immunity.” 
Apart from the antitrust laws, the companies have apparently not 
seen fit to subject these operations to ICC scrutiny through filing of 
joint tariffs.°° Thus, ICC exercises no supervision over activities of 
common carriers which have great potential for injury to the public. 

The danger from joint action through MEEC operation is seen in 
other ways. While witnesses testifying before this subcommittee 
asserted that MEEC and OPEG, its European counterpart, had no 
allocation duties as such, the net result of the operations was to entrust 
to the oil industry the responsibility for the cooperative arrangements 
by which oil was moved to particular customers. It was emphasized 
that allocation of oil was the sole responsibility of Government." The 
Oil Committee of OEEC made the initial decision that the oil shortage 
should be borne equitably by all member countries. This has been 
referred to as the equalization principle. In OEEC meetings it was 
decided how the hardship cases of individual countries should be 
provided for out of the “kitty” set up for this purpose. But imple- 
menting the allocation decisions was an industry job. In the minutes 
of MEEC of December 3, 1956, Mr. Stewart Coleman, the chairman, 
was reported as saying that it would be more effective to have de- 
tailed work in Europe handled by an industry group rather than by 
a governmental organization. He pointed out that this had been the 
practice during World War II and the Iranian crisis, and had been 
effective in both of these situations.“ The essential function of 
OPEG in Europe, working in conjunction with MEEC in America, 
was to carry out the allocation decisions of OEEC. Little or no 
Government control was exercised over this operation. Representa- 
tives of OPEG explained the very informal kind of arrangements 
worked out among member companies for shipping oil to the areas 
where needed. ‘The general rule was to permit the companies doing 
business with particular countries and with particular customers to 
have the first opportunity for meeting their needs. The joint industry- 
Government program was administered in such a way as to cause a 
minimum disruption in the traditional patterns of doing business. 
Practically all OEEC and OPEG officials interviewed conceded there 
was little, if any, disruption in the existing patterns of distribution 
and, despite the emergency demands, there were no shifts in relative 
market position among the different companies.” Insulated from the 
impact of competition, companies act so as to preserve the status quo 
of their market position. The scrupulous maintenance of market 
position must be viewed against the charges of worldwide division of 
markets pursuant to a cartel scheme of many years standing. 

The OPEG procedure for determining shipments to countries in 
accordance with the hardship allocations was also by agreement within 
the industry. Apparently it was a question of which company had 
the available oil and tankers to satisfy particular situations. MEEC 

7? Gulf memo on schedule 4 in appendix, pp. 2500-2502. 
* Oral advice to staff from ICC that Gulf did not file joint tariff with ICC for this movement. 


81 Moline testimony, hearings, p. 123, et seq. Minutes of December 17, 1956, MEEC meeting. Appendix 
p. 1895. 

® Moline testimony, hearings, pp. 133 and 134. Coleman statement, hearings, pp. 1057, 1058, and 1070. 

8 Moline’s story of “‘sugar bowl.’’ Coleman’s “kitty” statement, hearings, pp. 1058, 1129. 

& MEEC minutes of meeting Nos. 3 to 6, December 7, 1956. Appendix, p. 1880. 

8 Trip to Europe by D. P. McHugh, subcommittee counsel, to attend joint meetings of OEEC-OPEG, 
April 2-4, 1957. 


ELTA AD 





PETROLEUM—ANTITRUST LAWS AND POLICIES 21 


operations were coordinated with those of OPEG. American com- 
panies who were observers in OPEG were members of MEEC.* There 
was evidence that the allocation of supplies within countries was 
arranged by the oil companies in the various proportions which repre- 
sented their shares in the market. The minutes of the MEEC 
meeting of December 17, 1956, reflect the following: * 


Mr. Fugate then inquired as to what part the Middle East 
Emergency Committee would play in conforming to recom- 
mendations developed by the OEEC as to allocations of sup- 
plies among the OKEC countries. Mr. Moline stated that, 
on the basis of information obtained from the Middle East 
Emergency Committee and from its own surveys, OPEG 
would develop information as to the supplies that were avail- 
able for Europe and would pass this information on to the 
OEEC. The OEEC would then determine what allocation 
program would be followed and the various companies sup- 
plying oil to Europe would be asked to carry out this program 
to the fullest extent possible. 

In this connection, it was reported that representatives of 
participants who were acting as observers at OPEG meetin 
had been requested to assist in one out the OEE 
request that supplies be made available for Sweden and a 
question was raised as to whether it was clear that this 
activity was authorized under the plan of action. Mr. 
Hamilton advised that such participation was authorized by 
the plan of action. 

In order to make clear the exact nature of the operation 
that would be involved, it was then pointed out that company 
A might have only 50 percent of its normal supplies while 
company B had 100 percent; that if their shares of the markets 
within the various countries were the same this would mean 
that each country would receive approximately the same 
amount of petroleum supplies; but that, in fact, the shares of 
the markets varied greatly from country to country so that 
countries supplied in large part by companies having ample 
supplies were presently receiving larger proportions of their 
normal petroleum requirements than countries not in this 
position; and that the effect of the allocation by the OEEC 
would be to have these suppliers change their normal supply 

atterns and send petroleum into other markets. Mr. 
Moline noted in this connection that at the present time the 
Benelux countries and West Germany were receiving almost 
100 percent of their requirements while some countries, such 
as Turkey, were receiving very small quantities. 


In determining the distribution of supplies within a country, it was 
claimed that company activity was supervised by governments 
through national committees. This supervision was more fiction than 
fact. In Norway, for instance, the national committee consisted of 
no Government personnel, but only of company representatives who 
decided by agreement among themselves upon the method of distribut- 
ing available supplies. The major American oil companies who 

% Moline’s testimony. a's trip to Europe. OPEG minutes produced by Jersey, appendix pp 


, 2303, 2306, 2310, and 2313. 
a” Minutes of MEEO meeting No. 8, December 17, 1956, appendix p. 1895. 
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participated as observers in OPEG played a major role in all such 
decisions. 

Mr. Stewart Coleman, Chairman of MEEC, testified before the 
subcommittee that allocation decisions were made by OEEC, but 
that in carrying out such decisions the international supplying indus- 
try, as a whole, agreed among themselves as to the amount of oil to 
be shipped by given companies to particular customers.* 

Thus, the MEEC-OPEG operations provided a conv ient mechanism 
by w hich any prearranged plans, dating back even to the “as is” agree- 
ment, could e perpetuated. The plan was apparently to charge 
OPEG with the duty of carrying out the allocation decisions and thus 
relieve MEEC and the American companies of that conduct which 
might involve market sharing. As noted in the minutes of MEEC for 
December 17, 1956: 


Discussion brought out that most of the work in carrying 
out the allocations program would probably be done through 
OPEG rather than through the Middle East Emergency 
Committee.” 


But it must be remembered that the major American companies 
were just as active participants in the OPEG operations as the three 
European members. Both member and observer companies in OPEG 
participated equally in the job of carrying out the allocation program. 
When the Government delegates it’s responsibilities to private industry 
it plays directly into the hands of the international oil industry, which 
has successfully imposed a cartel pattern for oil upon Europe and which 
has made notable advances in that direction in the United States. 
Noncompetitive patterns of distribution, once formalized in the guise 
of emergency operations with antitrust immunity, establish patterns 
for the future which are difficult, if not impossible, to ever dislodge 
The dangerous tendency towards joint enterprises in the oil industry 
and the alarming record of cooperative action with antitrust immunity 
highlights the danger of cartelization in the United States. It should 
be sufficient warning that future emergency programs cannot be 
turned over to private industry if long-range competitive goals are 
to be observed, particularly in the oil industry where international 
policy considerations are so closely interwoven with industry opera- 
tions. Apart from these antitrust dangers, the public interest is im- 
periled when private oil companies are entrusted with administering 
a program in which their pecuniary interests could conflict with the 
objectives sought by the Government. The failure of MEEC to 
obtain timely diversion of imports by member companies, which might 
be harmful to their long-range import position, highlights this danger.” 
Responsibility for administering such emergency programs belongs 
exclusively to the Government. 


CURRENT OIL PROBLEMS INVOLVING ANTITRUST IMMUNITY 


Ths history of the West African replenishment plan (WARP) 
demonstrates the dangers of authorizing cooperative arrangements in 
the oil industry with antitrust immunity; and the manner in which 
noncompetitive behavior, once approved, has a habit of continuing 

8% Coleman’s testimony, hearings, pp. 11 


30-33 
&® Minutes of MEEC meeting No. 8, December 17, 1956, appendix, p. 1895. 
* Flemming testimony, hearings, pp. 34, 35. 
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beyond the emergency for which it was authorized. The subcom- 
mittee’s attention was called to this plan through a document sub- 
penaed from Socony which stated that information covering inven- 
tories and supplies scheduled under this plan were furnished to 
MEEC." Mr. Jennings of Socony was asked about these WARP 
arrangements and he described the plan ‘‘as a temporary pooling 
of * * * bulk terminal facilities” and stated that ‘‘the thing is pretty 
nearly finished up.”” When asked whether the program had been 
submitted to the Government for approval, Mr. Jennings replied that 
he did not think so; that it was transitional and not important.” 
Other Socony officials did not recall that the plan had ever been re- 
duced to writing.“ _ Socony’s counsel testified that it was being used 
today as a “routine operation.” “ Documentation concerning WARP 
was ‘subsequently furnished by Socony to the subcommittee.” It 
develops that WARP was the outgrowth of a plan established in 1942 
under the directives of the Petroleum Administrator for War to 
economize on the shipment of petroleum products to West Africa by 
allocating tanker tonnage and pooling supplies. It was approved by 
the Office of Petroleum Coordination for War, Membership in what 
was then called the West African Supply and Distribution Committee 
consisted of Asiatic Petroleum Corp., a subsidiary of Dutch Shell 
Corp., the Atlantic Refining Co., British Petroleum, Socony Vacuum 
Oil Co., and the Texas Co. It operated under antitrust immunity.” 

In October 1945, the Deputy Petroleum Administrator advised that 
the committee be dissolved because of the availability of tankers. 
On December 31, 1945, it was ordered dissolved and its antitrust 
immunity revoked.” 

However, the organization was maintained intact and on November 
2, 1945, these same firms and Petrocongo joined in a memorandum 
concerning the joint shipment of petroleum to West Africa. Bulk 
shipments of all products to any terminal in West Africa fell within 
the plan. The detailed provisions under which the plan operated 
were set forth in the West Africa Replenishment Plan Manual, dated 
June 3, 1948.% According to information submitted by Socony, it is 
in effect today. Thus, upon the termination of the Government- 
approved plan, a private arrangement to continue the same operations 
was substituted. This program calls for shipment of petroleum prod- 
ucts by member companies in turn and the supplying of other firms 
from such shipment through jointly owned storage companies. 
Agreement on product specification and reporting of requirements 
and stocks are included in the plan. Formulas for price fixing, includ- 
ing agreed-upon method of determining essential costs, are provided 
for. It is not out purpose to determine whether operation of the 
West African replenishment plan constitutes a violation of the 
antitrust laws. But it is manifest that such a plan provides for joint 
action among competitors in a manner inconsistent with principles 
of active competition. The Government decided the plan had 
outlived its wartime usefulness and revoked its immunity but never- 


| Hearings, p. 1524. 

” Hearings, pp. 1524-1525, 

® Hearings, pp. 1525-1526, 

“ Hearings, p. 1527. 

% Letter, Jennings to McHugh, appendix, Pp. 1782-1799. 

%® Monograph on West African Supply and Distribution Committee Plan, appendix, pp. 1785 et seq. 
” Appendix, p. 1787. 

® West African Manual, appendix, p. 1790. 
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theless, the industry elected to continue the plan in a different form. 
The oil companies were loath to abandon a plan which obviously 

shielded them from the impact of competition. It illustrates han 
grants of antitrust immunity can be abused by perpetuating noncom- 
petitive business conduct. 

The public policy of the United States respecting the maintenance 
of free competition was stated by Congress in the Sherman Antitrust 
Act. Authority to set aside this policy should come only from the 
Congress. When the Attorney General exercises this authority in 
his own discretion, there is obviously great opportunity for abuse. 
Under the circumstances, it is felt that Congress should undertake a 
comprehensive study of all grants of antitrust .immunity by the 
Attorney General in the form of informal opinions or so-called “green- 
light letters,” for the purpose of determining whether immunities from 
the antitrust laws should be granted only through expressed legislative 
authorization. Pending such a study it is suggested that the Attorney 
General should not grant antitrust immunity in any form where joint 
action by oil companies is involved. 

Two current situations confront the Nation, in which cooperative 
oil industry activity is contemplated and in which a waiver of the 
antitrust laws may again be sought. In each case the public policy 
involved is too vital to be left to the discretion of the Attorney 
General. The first concerns the President’s recommendation to the 
Director of the Office of Defense Mobilization that some type of vol- 
untary agreement with American importing oil companies be worked 
out for the purpose of limiting imports which threaten to impair our 
national security.* The economic issues in this restriction-of-import 
problem will be treated separately by Mr. Banner. It is not clear how 
such voluntary plan would work, but it seems probable that any such 
voluntary scheme would raise very grave problems under the anti- 
trust laws. For such voluntary scheme to be effective, each company 
must have assurances of all other companies that there would be 
compliance with Government-set goals. Since companies are asked 
voluntarily to agree, they may well demand antitrust immunity. 
Of course, the President has power under the Trade Agreements Act 
to compel restriction of imports without the necessity of an antitrust 
waiver. However, he apparently does not see fit to exercise the 
authority entrusted to him by law. It appears that the President, in 
continuing to seek a voluntary agreement, is inviting the importing 
oil companies, which constitute only a portion of the industry, to 
determine the policy of the United States Government. If the Govern- 
ment is again to abdicate its responsibilities in favor of the private oil 
industry, any waiver of the antitrust laws which might be needed 
should come only from the Congress, which has the sole authority for 
determining when vital public policy should be waived. 

Meetings are presently being held and negotiations are proceeding 
for the construction of a jointly owned and operated pipeline to run 
from Iraq through Turkey to the Mediterranean.” This proposed 
venture will involve 5 American and 3 foreign oil companies operating 
in the Middle East, and will greatly increase pipeline capacity in that 
area. As in the case of the Iranian consortium, such a plan is fraught 
with antitrust dangers. It is contemplated that this pipeline will 

* Letter from President Eisenhower to Gordon Gray, dated April 25, 1957, and Senator O’Mahoney’s 
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carry approximately 1,200,000 barrels a day. Ultimately, the pipe- 
line will carry Kuwait oil and probably oil from Saudi Arabia. Such 
an operation, carrying almost half of the total Middle East production, 
is certain to have considerable impact upon the price of such oil. 
Participating companies will undoubtedly find it necessary to discuss 
price and production in connection with the development plans. 

The need for constructing a pipeline in such a way as to insure 
deliveries from the Middle East and minimize the dangers of Com- 
munist global designs raises the most serious problems of American 
national interests and, in fact, of the entire free world. Consideration 
is being given to separate treaties among the countries involved, with 
the hope that any future conflict over its operation will be submitted 
for settlement to an international tribunal. This proposed pipeline 
graphically illustrates the influence and effect of oil-company opera- 
tions upon the peace and security of the world. It is to be regretted 
that necessary exploratory talks have been left entirely in the hands 
of the private oil companies without the guidance and official responsi- 
bility of the United States." It would also seem incumbent upon 
the State Department and other Government agencies having a direct 
interest in the problem to keep the Congress fully advised of the 
developments and to outline the possible alternative courses of action. 

Again, it seems the policy of this Government is to delegate vital 
responsibilities to the private oil companies. It is to be expected that 
any plan worked out by them will naturally give first attention to 
their own private interests. The time for the United States to act 
isnow. After details of the plan are formulated, great pressures will 
mount from oil-company sources to approve plans already worked 
out by the industry, even if this requires a grant of immunity by 
the Attorney General.'” If the vital interest of the United States 
must be preserved by some type of joint American participation in 
the construction of such a pipeline, the Government should take the 
initiative in deciding the form this should take. While information 
concerning the status of negotiation ' is undoubtedly furnished the 
State Department, it would seem that a project of utmost importance 
to the national well-being of the United States should be worked out 
through the Government and under specific authorization from the 
Congress. 

Existing grants of antitrust immunity should be terminated as 
quickly as possible. The European oil crisis has now ended. Mr. 
Rosenman will suggest a recommendation for withdrawal by the 
Attorney General of antitrust immunity for MEEC,. He will suggest 
a method for preventing future plans of action, but leaving intact 
other functions of the voluntary agreement. In this way, operational 
activities to meet future commitments to our western allies and to 
otherwise further the petroleum policy of the United States would be 
placed where they belong—with the Government. 


CONTROL OVER TRANSPORTATION—PIPELINES 


The MEEC operation has been represented as essentially a trans- 
portation problem. It was the shortage of tankers following Suez 
which required a redistribution of oceangoing tanker facilities to move 
existing oil supplies to consuming areas. Under the program, the 

11 Meetings in London, Oilgram, February 17 and May 14, 1957, appendix, pp. 2690, 2704. 
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companies sought to rearrange tanker shipments so as to minimize 
crosshauling of crude and to effect the greatest savings of tanker 
space. The three principal schedules under which MEEC companies 
operated were directed at the necessary rerouting of tankers.’ 

The ownership and control by the international oil companies over 
world tanker transportation was alluded to during the course of the 
hearings. There was evidence that enormous profits were made by 
tanker-owner companies as a result of high tanker rates during the 
emergency.’ No detailed study was undertaken to determine the 
extent to which the major international oil companies shared in such 
profits. Apparently, independently owned tanker companies reaped 
the principal windfall from the high ‘‘spot tankers” rates. However, 
it was evident that these rates had some effect upon tanker rates 
charged by major oil companies under long-term charters and on com- 
pany-owned tankers, and that high tanker rates influenced European 
product prices and resulting company profits. Nor was any effort 
made to analyze the effect of the various tanker-building programs 
sponsored by the Maritime Commission. These were referred to in 
the hearings.* The charges that such programs may have been used 
to perpetuate the international oil-company control over transporta- 
tion of oil and the extent and effect of major oil-company control of 
tanker transportation involve specialized problems. This is certainly 
an area deserving further exploration by Congress. 

Schedule 4, which provided for the rearrangement of pipeline ship- 
ments of oil in the United States, focused the subcommittee’s atten- 
tion upon one of the most significant competitive problems in the 
entire petroleum industry; that is, the extent of the ownership and 
control of domestic pipelines by major, integrated companies and the 
resulting consequence to competition. The subcommittee’s imme- 
diate interest in the charge of pipeline monopolization stemmed from 
the claim by some witnesses that our pipeline transportation system 
was inadequate,’ that productive capacity in Texas and Oklahoma 
was not being utilized to produce more oil to move to the culf coast 
because of lack of pipeline facilities,'* and that, as a direct result, the 
effort to aid our European allies through the oil-lift program was se- 
riously impaired. 

Mr. H. Graham Morison, former Assistant Attorney General in 
charge of the Antitrust Division, testified on behalf of the West Coast 
Pipeline Co. and described the problems an independent company 
encountered in attempting to build a pipeline to the west coast.° Mr. 
Banner will discuss the details of this issue. Mr. Morison described 
his client’s efforts as a fight to break the stranglehold of monopoly 
which now pervades every phase of the oil industry." He stated that 
in no aspect of the industry has the monopoly of the few been so all- 
inclusive as in the case of the crude-oil pipelines of the Nation, which 
are all but 100 percent owned or controlled by the major oil com- 

1% Schedule 1, December 7, 1956, Persian Gulf to Europe, appendix, p. 1829; schedule 2, December 7, 
1956, Venezuela to United States and Europe, appendix, p. 1830; schedule 3, January 25, 1957, tanker ton 
nage generally, appendix p. 1831. 

10 Jennings testimony re tanker rates; Coleman re same. 

1% Hearings, pp. 1037, 1038, 1142-1150. 

a — of Delaney, Schultz, and Clark. 

109 Clark, hearings, pp. 957-958. 


110 Hearings, pp. 1558-1583. 
1 Hearings, pp. 1559-1560. 
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panies."? Mr. Morison stated there were no significant, independent 
crude pipelines. 

Ever since the days of John D. Rockefeller and the creation of the 
Standard Oil trust, control over transportation has been found to be 
a most effective method of controlling the oil industry in the United 
States. Control over the transportation of oil has made independent 
producers of crude in the United States completely dependent upon 
the major oil companies with their gathering-line facilities and trunk- 
lines for the transportation of oil to refineries or shipping points." 

The dissolution of the Standard Oil trust in 1912 brought about the 
divorcement of 12 pipeline systems from the Standard Oil Company 
of New Jersey."* These companies had been used by Standard to 
gather and transport crude oil for refining operations in its own 
refineries located on the east coast and in the Chicago area. In 1914 
all of them became common carriers at law and in fact and transported 
for producers of crude oil at tariffs filed with the Interstate Commerce 
Commission.'"* Today these pipelines have just about disappeared. 
They were small in diameter and lacked the capacity necessary to meet 
large quantity demands of the major companies. The refiners on the 
east coast substituted tankers to carry crude oil from the gulf coast 
after crude-oil fields were found in Texas and Louisiana. The Middle 
West oil companies built themselves new pipelines of large capacity. 
Today, only one of the original so-called Rockefeller pipelines, namely, 
Buckeye Pipeline Co. (which is a consolidation of four small systems) 
is operating as a common carrier. Four others are now in existence 
but are owned and controlled by small Pennsylvania refiners.™® 

As of December 31, 1955, approximately 85 pipeline companies 
moving crude oil or petroleum products reported to ICC as common 
carriers. According to ICC records, 82 of these ee are owned 
by 1 or more oil companies, either singly or jointly. According to 
available information, only one of these companies is not owned in 
part by an oil company."® 

In addition to the recently announced Four Corners pipeline to be 
constructed by Standard of California, Shell, Gulf, Richfield, Superior, 
and Continental, joint ownership of pipelines by oil companies abound. 
The Badger Pipeline Co., for example, is jointly owned by Cities 
Service, Pure, Sinclair, and Texas; the Great Lakes Pipeline Co. is 
owned by Cities Service, Continental, Phillips, Pure, Sinclair, Skelly, 
Sunray-Mid-Continent, and Texas; Plantation Pipeline Co. is owned 
by Shell Standard (Kentucky) and Standard (New Jersey); the 
Portland Pipeline Corp. is jointly owned by British American Oil, a 
subsidiary of Gulf, Canadian Petrofina, Imperial Oil, a subsidiary of 
Standard (New Jersey), McColl-Frontenac Oil Co., a subsidiary of 
Texas, and Shell of Canada. Many others could be mentioned. 

During the TNEC investigation, it was found that 20 major oil 
companies controlled 85 percent of the crude-oil pipeline mileage and 
96 percent of the product pipeline mileage of the United States.” It 
was found that a large percentage of the tariffs charged by such 
pipelines was paid back to the shipper owners in the form of dividends 


12 Hearings, p. 1564. 
8 Hearings, p. 378 (Vaughey). 
14 Decrees and Judgments in Federal Antitrust Cases, vol. I, p. 139 (July 29, 1911); Report on pipelines, 
H. a No. 2192, 72d Cong. (1933), pt. I, pp. 379-426. 
is Letter 100 to alice if tf Yt oP 8 19 7, di 2686 -2689, 
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on the capital stock owned by the oil companies. On December 23, 
1941, the Attorney General filed a complaint under the Elkins Act 
against 28 oil companies and 52 pipeline companies charging that these 
dividend payments constituted unlawful rebates from the tariff 
charged in violation of sections 2 and 6 of the Interstate Commerce 
Act and section 1 of the Elkins Act."* The Government sought 
judgment, including penalties variously estimated at $1,475 million, 
together with injunctive relief against payment of future rebates, 
On the same date, all defendants entered into a consent judgment in 
which the Government obtained only injunctive relief." The decree 
enjoined any payments to shipper-owners in excess of 7 percent of the 
ICC valuation of the common carrier’s property." 

Although oil pipelines are common carriers at law, they are operated 
as private carriers for the benefit of the oil companies owning the 
lines and prevent independent producers from enjoying a competitive 
market in which to sell their crude oil.’ In order to obtain trans- 
portation of crude from the well, the producer is required to sell the 
oil to the oil company which owns the pipeline.’” This denies or 
restricts the producer’s right to use the common carrier facilities of 
the pipeline. 

Mr. Morison claimed that if the oil companies can control pipelines 
and fix the prices of transportation that the independents must pay, 
and if they can restrict the right of independent producers to ship 
through pipelines, they have the power of life and death over inde- 
pendent competitors. He concluded that in his judgment this power 
over any enterprise should not reside in private hands.'” 

This control of crude oil pipelines makes it possible for the major 
integrated companies to discriminate against independent producers 
of crude oil and to deprive them of a market for their oil. It makes 
it possible for the majors to discriminate against independent refiners 
by depriving them of access to sources of supply. By restricting 
independent producers from access to markets and independent re- 
finers from free access to supplies of crude, the control of pipelines by 
the integrated oil companies enables the major to stifle its would-be 
competitors, and to perpetuate its hold upon all phases of the oil 
industry, from production to sale to the ultimate consumer. Mr. 
W. M. V ‘aughey, a producer of oil and gas, noted that the independent 
producer has no control over the price at which he sells and he like- 
wise has little control over the amount of oil he sells.’ He cannot 
withhold his production. Witnesses noted that there were two limi- 
tations upon the productive capability of the independent producer. 
The first is by State regulation fixing allowables. The second is the 
unwillingness of the pipeline company or purchaser of crude oil to 
take the oil produced by the independent producer.’ While the 
principal crude oil pipelines purport to operate as common carriers 
open to all producers on equal terms, this is apparently more fiction 
than fact. 

The charges made before the subcommittee of discrimination by 
pipeline companies against independents were primarily of three 

118 Complaint, U. S. v. The Atlantic Refining Co., et al., U. S. District Court for the District of Columbia, 
Civil Action No. 14060 (Dec. 23, 1941). 

119 Consent judgment, above case. 

120 Conclusion from testimony of Vaughey, Clark, and Delaney Morison, hearings, pp. 1573 and 1579 

121 Morison, hearings, pp. 1573 and 1579. 

122 Hearings, p. 1576. 
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types: (1) Refusal of pipeline companies to extend gathering lines 
and to connect wells, resuling in great amounts of shut-in product- 
ability; (2) prorationing practiced by pipeline companies; (3) various 
indirect forms of price discrimination.!* 

It was claimed that major integrated companies have denied pipeline 
connections to independents as part of their plan to dominate and 
control the market. As noted the independent producer is in the 
position where his een competitors, in effect, have sole control 
over his markets. r. Lester Clark, as an independent producer and 
on behalf of 4 Texas associations representing the independents, 
testified that today there are more than 8,000 wells unconnected in 
Texas alone.'!”* He also claimed there were about 4,000 in Oklahoma, 
and 2,000 in New Mexico. Mr. Paul Schultz, president of the Okla- 
homa Independent Petroleum Association, stated that in 1956 his 
company drilled three wells.’ Gulf connected two wells but refused 
to connect the third, stating they were not taking any more oil. He 
could not get a pipeline connection and was required to truck the oil 
at a cost of 25 cents a barrel. Mr. Schultz claimed that the con- 
struction of a pipeline to connect this well would not have exceeded 
$1,000. He testified that his company would have been glad to lay 
the line themselves to transport the oil to them, but they refused to 
allow that.'” 

Mr. W. A. Delaney of Ada, Okla., an independent producer of oil 
and gas, stated that any failure of productive capacity during the 
oil-lift program was, in his opinion, due to lack of transportation 
facilities." He stated that this country has no pipeline facilities for 
the transportation of crude oil from the Southwest or midcontinent 
areas to the west coast and none in contemplation except a line from 
the Four Corners area in the Rocky Mountain region. Mr. Delaney 
also emphasized that a group of independents cannot get together and 
build an oil pipeline since they lack terminal markets. These terminal 
markets or refineries are controlled by the major oil companies. Mr. 
Delaney stated that last December he talked to a pipeline company 
about connecting a well a distance of about a mile and three quarters. 
The company refused, explaining it could not justify the cost of con- 
structing a pipeline to a well with an allowable of 25 barrels per day. 
He was told that it was the policy of this pipeline company to lay 1 
mile of line for each 100 barrels of allowable production.”® Delaney 
stated this would have required him to drill three additional wells in 
order to get a pipeline connection and get the market price for his oil. 
He estimated this would have required an investment of $248,000 for 
these wells to justify a pipeline costing about $12,000, most of it 
salvageable.'*! 

Mr. Delaney testified that previous to the case filed by the State of 
Oklahoma against Gulf, pipeline companies simply did not issue pipe- 
line connection orders for wells if they were any distance at all from 
the gathering system. In order for a producer to sell oil from these 
unconnected wells, it was necessary for him to have the oil trucked by 
a company designated by the pipeline company, and the amount 
charged for trucking would be deducted from the check he received 


438 From overall survey of producer testimony. 
4% Testimony of Lester Clark, hearings, pp. 938 and 939, 
a iestimony of Paul Schultz, hearings, p. 999. 


9 Delaney, hearings, p. 877. 
1% Delaney, hearings, p. 896, 
131 Delaney, hearings, p. 891. 
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from the pipeline company. He had no control over the selection of a 
trucking company.'*? 

Pipeline prorationing was described as another effective way to 
discriminate against the independent producer.'** Connection of a 
well to a pipeline, in itself, does not guarantee access to the market, 
As owners of the pipeline facilities, the majors exercise the right to 
prorate the use of the pipeline capacity. Mr. Clark referred to several 
instances of prorationing prior to Suez. He defined prorationing as 
the practice of taking only a percentage of the allowable production 
of a field. He stated that for many months the pipeline company in 
the Sharon Ridge field of west central Texas would take only about 
50 percent of the oil produced by certain marginal wells. He also 
charged prorationing up in the Panhandle area. According to his 
charge, prorationing was practiced for a time all over Texas. He 
claimed that one of the majors cut the price of crude and was taking 
only part of the allowable at the same time it was increasing its 
imports. 

In addition, Mr. Delaney claimed that a number of companies in 
Oklahoma had practiced prorationing all over the State sometime 
prior to last autumn."* He stated that in midsummer 1956, because 
of discriminatory conditions resulting from the failure of some common 
purchasers to take the full allowable of lawfully produced oil which 
the Oklahoma Corporation Commission found was necessary to 
supply existing market demand, the commission incorporated in its 
order a provision requiring all common purchasers of crude oil in 
Oklahoma to take the full allowable production. Gulf sought 
injunctive relief against the enforcement of this order in the Federal 
district court but was overruled. The matter is now on appeal. 

Mr. Delaney also claimed that a form of price discrimination existed 
in that the pipeline companies were able to impose a two-price 
system." In effect, he charged that one price existed for producers 
who had direct connections with pipelines, whereas other companies 
that were unconnected were required to sustain an additional 25 
cents a barrel trucking charge, which, in fact, reduced the price at 
which they sold their oil. Mr. Clark also charged that the major 
integrated companies that owned the pipelines were able to, and in 
fact did, practice another type of price discrimination against inde- 

endent producers."* He claimed that major producers, naming 
Iumble Oil Co., posted the highest prices in areas where Humble 
was the dominant producer and, in turn posted lower prices in those 
fields where the independent producer was developing the bulk of 
the oil. 

It was charged that discrimination against the independent by 
integrated oil companies through ownership of pipelines resulted 
largely from the international operations of the major oil companies.” 
Since the majors possess vast resources of low-cost Middle East and 
South American oil, they are able to rely on imports to supply their 
refineries. Thus, they can substitute imports from their own foreign 
operations for domestically produced oil to meet their needs. It is 
claimed this defeats the purpose of State ratable-take laws. The 


132 Delaney, hearings, pp. 891-896. 

183 Clark, hearings, p. 958. 

14 Delaney, hearings, pp. 883 and 884. 
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decision of major oil companies to lay additional pipe or to connect u 
independent wells is obviously not decided solely upon the cost of suc 
an operation or the need of serving the domestic industry. Once 
commitments have been made, obligations are assumed.. When the 
overall profit position of the company dictates reliance upon low-cost 
foreign oil, the majors can withhold domestic pipeline connections. 
Thus, major oil companies are able to drastically affect the develop- 
ment of the domestic petroleum industry. In electing to increase 
their dependence upon imports, these companies have the power to 
endanger the national defense of the United States. And while the 
record reveals enormous profits on foreign operations, witnesses 
testified that gasoline produced from Middle East or Venezuelan crude 
sells for identically the same price as gasoline refined from Texas, 
Oklahoma, or Wyoming crude. 

In view of the charges of discrimination, and in view of the power 
possessed by major integrated companies through ownership of 
pipelines, it is recommended that the Department of Justice initiate 
an immediate investigation of possible violation of the antitrust laws 
along the following lines: 

(a) Monopolization of common carrier pipeline transportation, 
including extent of interest in trucking companies. 
(b) Use of controlled pipelines to deny independent producers 
a competitive market for crude oil. 
(c) Use of controlled pipelines to restrict sources of oil to inde- 
pendent refiners. 
(d) Crude oil-price discrimination against producers. 
(e) Pipeline proration. 
Despite the ownership or control of over 90 percent of United States 
pipeline capacity by the majors, the Department of Justice prosecuted 
no antitrust cases over the years sited at pipeline ownership and its 
abuses. The so-called Mother Hubbard antitrust case filed in 1940 
contained charges that 22 major oil companies and their 344 subsid- 
iaries, affiliated and jointly owned companies engaged in a conspiracy 
to control, monopolize, and dominate the domestic petroleum in- 
dustry.'** These charges included control of oil pipelines, and abuse 
of such control. This case was dismissed by the Government in 
1951. 

At the request of the subcommittee, counsel for the West Coast 
Pipeline Co. submitted a legislative proposal directed at the problem 
of major oil-company ownership of pipelines.“° This proposal 
specifically makes acquisitions by major oil companies of an interest 
in pipeline companies subject to section 7 of the Clayton Act where 
the effect of such ownership may be substantially to lessen competition 
or tend to create a monopoly. This bill provides that ownership b 
an integrated oil company of a controlling interest in a pipeline shall 
be deemed prima facie a substantial lessening of competition or tend- 
ency to create a monopoly. In view of the seriousness of the charges 
of pipeline monopolization, the subcommittee may wish to explore 
further this legislative proposal. 

There are difficulties in framing actionable theories under the Sher- 
man Act based on oil company ownership of pipelines, and greater 
difficulty in sustaining the burden of proof necessary to meet the 

WU, S. v. American Petroleum Institute, et al., civil action No. 8524, 


4 Antitrust Blue Book, case No. 564. 
4 Morison letter to committee, appendix, pp. 2677-2684. 
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severe tests of illegality under that act. Actual restraint of trade or 
monopolization must be shown. However, the recent opinion of the 
Supreme Court in United States v. E. I. Du Pont de Nemours and 
General Motors Corporation has opened new vistas of antitrust en- 
forcement. 

Prior to the recent General Motors-Du Pont decision there was 
little disposition to use the section 7 route to attack stock ownership 
acquired many years ago. ‘This decision now makes perfectly clear 
that section 7 applies to stock acquisition of many years standing if 
the result is a reasonable probability of substantial lessening of com- 
petition or tendency to monopoly in any line of commerce. The Su- 
preme Court in 1957 found that a 23 percent stock interest acquired 
by Du Pont in General Motors in 1917-19 gave it a preferred position 
in access to the automobile paint and fabric business of General 
Motors. It would seem that much more potential danger to compe- 
tition exists in the case of 100 percent ownership or control by major 
oil companies over pipelines where such control has been used to 
deny independent producers access to markets. This control also 
may create a reasonable probability that competition among refineries 
may be substantially lessened by denying them access to crude. It 
is strongly urged that the Department of Justice, in reviewing new 
enforcement possibilities under this recent decision, begin with an 
examination of the ownership and control by major oil companies 
over pipelines. 

The Texas Railroad Commission has held hearings and now has 
under study charges of discrimination by the major oil companies, 
But it has no power to attack the basic monopoly problem and no 
authority to compel divestiture if that is the only relief which will 
cure the ill. Action by the Federal Government is necessary, and the 
first approach should be strict enforcement of the existing antitrust 
laws. 


41 Hearings, pp. 967-969. 
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STATEMENT OF GARETH M. NEVILLE, ASSISTANT COUNSEL 


ARAMCO AND ITS COMPETITIVE IMPLICATIONS 


The Arabian-American Oil Co., as our record discloses, has a con- 
cession in Saudi Arabia granting it a monopoly position over the second 
largest oil reserve in the world.! The facts show that Aramco is owned 
by four of the major American companies, namely, Standard Oil of 
California, the Texas Co., Socony Mobil Oil Co., and Standard Oil 
Company of New Jersey, all of whom are defendants in the world oil 
cartel case. A historical review, as disclosed by the transcript of 
testimony, is necessary for an understanding of possible antitrust 
implications of this joint ownership. 

Standard Oil Company of California, through its subsidiary, Cali- 
fornia Arabian Standard Oil Co. (later known as Arabian-American 
Oil Co.), obtained an exclusive 60-year concession for the discovery, 
development, transportation and marketing of oil in Saudi Arabia.’ 
The royalty rate as provided for in the concession agreement was 
4 shillings per barrel. This amounted to 21 cents per barrel at a time 
when oil was selling for about $1 per barrel.* Standard Oil Company of 
California found that it had not developed a market large enough to 
absorb the great quantities of oil which this area was produci 
Rather than open the sale of crude to the competitive ie, a 
company cast about for a readymade controlled outlet. The Texas 
Co. had developed a large market east of Suez and was in need of 
crude oil to supply its refineries. : 

In 1936, standard Oil Company of California sold 50 percent of its 
interest in Aramco to the Texas Co. At the same time California 
Texas Oil Co. (Cal-Tex) and a number of small subsidiary companies 
were organized to which both Standard and Texas companies trans- 
ferred refining and marketing operations in the Eastern Hemisphere. 
The problem was solved, but not for long. By 1946 Standard, Texas 
and Caltex found they did not have sufficient markets for the ever- 
increasing production by Aramco, and Aramco had no marketing 
organization of its own. Once again the choice of selling crude on a 
competitive market or finding additional outlets over which some 
measure of control might be exercised became necessary.’ 

Negotiations were commenced for Standard Oil Co. (New Jersey) 
and Socony Mobil Company, Inc., to enter the partnership. Since 
Jersey and Socony were partners to the red line agreement of 1928 
they had to obtain releases from the other parties to this agreement 
before they could acquire any interest in Aramco, according to the 
cartel complaint and Mr. Davies of Aramco. The red line area 
adopted at the time of the 1928 agreement covered the Middle East, 
including Arabia.’ 

1 Hearings, pp. 1413, 1422, 1411. 

2 Hearings, PP. = 1402, civil action No. 86-27. 
3 Hearings, p. 1 

4 Hearings, pp. ‘aol-1402. 

5 Hearings, p. 1407. 

6 Hearings, p. 1418, 


’ Hearings, pp. 1418, 1419. 
— 1414, 1406, hearings, House of Representatives Subcommittee No. 5, 84th Cong. pt. II, pp. 
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On March 12, 1947, Standard Oil Company of California, the Texas 
Co., Standard Oil Co. (New — and Socony Mobil Oil Co., Inc., 
entered into a series of contracts by which Jersey secured 30 percent 
and Socony 10 percent of the capital stock of Aramco for approxi- 
mately $102 million. At the same time Jersey and Socony also 
agreed to guarantee funds borrowed from American insurance com- 

anies for the building of a pipeline. The purchase agreements went 

eyond ordinary stock ownership, and included a series of “‘offtake”’ 
agreements by which it was agreed that over an 18-year period Aramco 
was to sell and deliver oil production to its owners, exclusively, in the 
same percentage as the stockholders of each bear to the total out- 
standing stock—namely, 30 percent to Jersey, Texas and Standard of 
California, and 10 percent to Socony.” 

The owning companies are among the major producers and distribu- 
tors of petroleum products both in the United States and abroad. 
Officials of Aramco testifying before this subcommittee concerning 
the joint participation explained that under these offtake arrange- 
ments Aramco sold oil to the owning companies at selling prices 
based on the offtaker’s posted prices for Arabian crude oil at Ras 
Tanura “adjusted for a price reduction of 5 cents per barrel for un- 
stabilized crude oil and an allowance of 2 percent provided for the 
offtakers’ marketing services." 

In discussing the offtake agreement and the pricing arrangements 
the chairman of the board of Aramco described the procedure in the 
following language: 

In order to insure an increased market for Arabian crude 
oil, the provisions of the said offtake agreements were such 
that, unless each stockholder of Aramco purchased from 
Aramco (up to certain limits) its stockholding percentage of 
the oil produced by Aramco, it would suffer a penalty in that 
other stockholders could purchase its untaken share at cost 
plus 15 cents per barrel. Accordingly, it was to the interest 
of each stockholder that it take its respective stock percent- 
age of Aramco’s oil in conformity with provisions of the 
Agreements.” 


At present Aramco’s Saudi Arabian operations represent 30 percent 
of the known oil reserves in the Middle East and 20 percent of the 
known reserves in the free world.* Not only do the four companies 
agree not to compete for the oil of Arabia but they make it impossible 
for Aramco to compete in world markets with Arabian oil.* Aramco’s 
production in 1956 amounted to 360 million barrels,"* of which almost 
10 percent was imported into the United States.’ The effect upon 
United States commerce flowing from this overall arrangement is 
substantial. Approximately 360 million barrels of oil divided amon 
4 of the largest United States oil companies on a predetermined an 

* Hearings, p. 1417. 


” Hearings, pp. 1414, 1408. 
" Hearings, pp. 1408, 1409. 
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stable arrangement at a base price fixed by the 4 owners” has a 
stabilizing influence on both United States prices and production, 

The record indicates that Aramco has no independent pricing policy.¥ 
Neither crude nor products prices are necessarily related to Aramco’s 
costs. Aramco sells at a uniform price to only four companies.” The 
posted prices of these four companies are identical.” The arrange- 
ment removes Aramco from the world market insofar as the com- 
petitive disposal of its products is concerned and reduces the area of 
competition even as between the four owning companies. The owner- 
ship group is assured of large dividends from Aramco each year even 
after paying 50 percent of the net profit of Aramco to King Saud. Fur- 
thermore, the four companies have access to an almost limitless pool of 
inexpensive oil which can if need arises be sold in the world markets 
at a price far below the cost of American producers with no Middle 
East source of oil. 

It would thus appear that the series of agreements and arrange- 
ments between the four owning companies and Aramco may amount 
to a violation of the antitrust laws. The agreement among four 
American corporations to divide the total production of Saudi Arabian 
oil, to exclude all others from access to this oil, and to purchase this 
oil at identical prices, may unreasonably restrain the foreign commerce 
of the United States in violation of the Sherman Act. The stock 
acquisition in Aramco by the American companies may now fall under 
the ban of section 7 of the Clayton Act as interpreted in the recent 
Du Pont-General Motors decision. 

We suggest that the subcommittee recommend that the Department 
of Justice review the entire problem to determine whether there are 
violations of the antitrust laws 


ARAMCO TAX POSITION 


During the course of the subcommittee hearings considerable testi- 
mony was taken concerning the United States tax position of the oil 
companies operating in the Middle East. Most of the information 
obtained related to specific operations of Aramco. It was established 
that Aramco, from its inception through 1949, had paid substantial 
United States income taxes. In 1949, the company paid in excess of 
$47 million.2" Testimony of officers of Aramco shows that the Saudi 
Arabian Government was receiving only a royalty of 4 shillings per 
ton on production and this amounted to less than taxes paid by 
Aramco to the United States.“ King Saud discovered that Venezuela 
was on a 50-50 basis and he wanted to raise his take, but in a manner 
which resulted in no additional burden on the company.” Saud pro- 
mulgated an income-tax decree in 1950 by which the tax to be paid by 
Aramco amounted to 50 percent of its net profit on Arabian opera- 
tions.* Aramco took advantage of a United States law which allows 
income taxes paid to a foreign country to be credited as an offset 
against United States income taxes. This resulted in a reduction of 

17 Hearings, p. 1410. 

18 Hearings, p. 1409. 

1° Hearings, p. 1408. 

20 Oilgram and Petroleum Times, 

21 Aramco tax return, hearings, p. 1435. 
2 Hearings, p. 1402. 


2% Hearings, pp. 1429, 1437. 
% Hearings, pp. 1420, 1428, 1429, 
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a $47,841,283 United States tax liability to $199,033. The tax paid 
the United States was on earnings outside Saudi Arabia.” From 1953 
through 1955 no United States income tax has been paid by this com- 
pany although the tax due before Arabian tax credit amounted to 
$111,028,477 in 1953, $139,275,193 in 1954, and $176,547,181 in 1955.” 

The United States statute making such credits possible was passed 
in 1918. In the words of Aramco: 


Its essential purpose is to relieve United States businesses 
operating abroad from double taxation; that is, the payment 
of United States income taxes on top of foreign income taxes 
on the same income.” 


The problem of credits for taxes paid to foreign governments raises 
many important questions of national policy which are not within the 
jurisdi¢tion of this subcommittee. However, generally speaking, the 
tax situation with respect to most domestic corporations operating 
abroad is different from that of Aramco which, as the only oil produc- 
ing company in Saudi Arabia * and in fact the only large business enti- 
ty in the country, occupies an almost sovereign position in its dealing 
with the Saudi Government. The circumstances under which the 
Saudi decree was enacted so as to enable Aramco to offset United States 
income tax are what make this situation suspect. Under the original 
concession agreement of 1933 a royalty payment of 21 cents per barrel 
was agreed to as the amount to be paid for all oil taken under the con- 
cession.” The Arabian Government was estopped by the terms of 
the agreement from imposing any future taxes in any form.” 

To Saudi Arabia, the manner in which its 50 percent share was paid 
was not important. In justifying the manner in which this 50 percent 
share was to be paid, Mr. Davies said the company did not desire to 
increase royalty payments to Saudi out of its earnings because ‘“That 
would have made our position out there pretty bad, competitive- 
wise.” ** But to the United States Treasury the difference between 
payment to Saudi Arabia of royalties or income taxes is considerable 
in terms of tax revenue of this country. Accordingly, Aramco was 
instrumental in working out a plan and gave its agreement to the 
issuance of a royal decree embodying such a plan, whereby a Saudi 
Arabian income tax was imposed.” The ultimate result of this tax 
was to transfer all United States income taxes owed by Aramco to 
Saudi Arabia. This arrangement did not bring about any reduction 
in net profit to Aramco. It did cancel United States taxes in favor of 
Saudi Arabia without cost or financial burden to Aramco. Thus, 
without the knowledge of or consultation with Congress,“ a private 
American company acting in a semisovereign capacity entered into a 
series of arrangements with*a foreign government to defeat payment 
of taxes to the United States. It illustrates the manner in which oil 
companies act to influence foreign governments and shape the foreign 
policy of the United States. 

% Hearings, p. 1420. 

*% Income-tax reports of Aramco made available by Aramco. 
27 Aramco press release, 

% Hearings, p. 1445, 

* Hearings, p. 1428, 

* Concession agreement, 1933, hearings, p. 1430. 

3! Hearings, pp. 1430, 1437, 

® Hearings, pp. 1430, 1447, 


% Hearings, pp. 1430, 1431. 
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Aramco explained the arrangement thusly: 


Aramco, although under no legal obligation to pay either 
additional royalty or Saudi Arabian income taxes, was con- 
fronted with the necessity of facing up to the change in con- 
ditions during the 17 years since its initial immunity was 
granted. As a practical solution, it submitted to the Saudi 
Arab Government’s requirements.” 


The mechanics of the arrangement were worked out as follows: 
In 1950, two royal income-tax decrees were issued by King Saud. 
The first, of November 4, imposed a general 5-percent tax on indi- 
viduals and a 20-percent tax on the income from invested capital. 
The second decree, of December 27, imposed an additional income tax 
on petroleum companies in the Kingdom amounting to 50 percent of 
net operating income. Aramco was the only such operating com- 
pany. This latter decree permitted the companies to credit all other 
royalties and local taxes so that total taxes would not exceed 50 
percent. It was not until May 1955 that the United States Treasury 
Department finally ruled that the Saudi Arabian tax could be used as 
a credit to offset against United States income taxes in accordance 
with the 1918 statute.*® 

In its barest essentials, the question posed is whether in the United 
States 1918 foreign tax deduction provision Congress in fact intended 
to create a situation wherein an American corporation could negotiate 
with a sovereign power to the extent of rearranging tax statutes in 
such a manner and form as to take away all revenue from the United 
States and split the resulting profit equally between the sovereign 
power and the domestic corporation. 

Many concessions by way of tax deductions and otherwise have been 
granted to the oil companies by the United States, in addition to 
foreign tax credits. Among the subsidies and grants accruing to 
international oil companies are: 

1. Full depletion allowance of 27 percent on low-cost foreign 
production. 
2. Tanker subsidies. 
3. Foreign tax differential (1942 Revenue Act). 
4. Diplomatic assistance accorded foreign operations. 
5. Federal financial assistance given the countries in which 
foreign production is centered. 
Congress should determine whether legislative changes need be made 
in existing law which would foreclose deals between domestic cor- 
porations and foreign governments resulting in cancellation of the 
obligation, on the part of the corporations, to pay taxes to the United 
States Treasury Department as was done by Aramco. 


DEPLETION 


During the course of the oil hearings considerable testimony was 
developed concerning depletion allowances granted American oil com- 
panies on foreign crude production. At one point Senator Carroll 
developed that such costs as dry holes, terminal facilities, exploration 
and development, depreciation, losses, royalties, and rentals are all 
deductible expense items. Then, in addition, the producing compa- 


35 Aramco press release. 
% Hearings, pp. 1449, 1450. 
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nies can take a further deduction for percentage depletion based on 
27% percent of gross income.” 

The concept of a depletion allowance or special tax deduction * for 
the exhaustion of oil and gas properties was originated in 1913 as a 
domestic measure aimed at obtaining greater domestic production 
during a period of world crisis. The history of cost and subsequently 
percentage depletion, shows that originally it was adopted by the 
Congress as a formula permitting a more rapid recovery of invest- 
ment, as an inducement to obtain greater production of oil and gas 
at a time when foreign production by American companies was of 
little importance to the overall economy. 

As first approved by Congress, depletion allowance on oil and gas 
was a tax exempt deduction from operating income granted to cover 
capital consumed in the operation of the oil or gas well. The capital 
in question was the value of the property as of March 1, 1913, or the 
cost, if acquired after this date. Once this capital investment had 
been recovered, the allowance was no longer available. In 1918, the 
base was enlarged to cover the value of the property at the time of 
the discovery or within 30 days thereafter. Then, to overcome 
administrative difficulties from the use of discovery value, percent- 
age depletion was introduced in 1926. A figure of 27% 7 of 
gross income was selected to give approximately equal dollar deduc- 
tions as had been allowed under the 1918 statute. This method, 
unlike the cost and discovery value methods, has no overall limit so 
that deductions continue as long as the property is producing income. 

The effort and concern today, as it was just prior to World War I 
and in 1918 when the basic concept of depletion allowance on oil and 
gas was introduced into the tax structure, is to encourage exploration 
and development of new oil reserves within the continental United 
States to assure a safe productive capacity and supply of petroleum 
in time of war or national emergency. That this concept of aiding 
domestic production of oil and gas is the currently accepted justifica- 
tion for depletion allowance is borne out by congressional action taken 
during World War II when percentage depletion was extended in 
1942 to 3 nonmetals and in 1943 to 10 additional nonmetallic minerals. 
Furthermore, the 1942 and 1943 expansions of percentage depletion 
were limited in the enabling legislation to the period of the war 
emergency to encourage domestic production of minerals needed to 
meet wartime demands. 

In February 1955, the Cabinet Committee on Energy Supplies and 
Resources Policy issued a report in which the following statement is 
found: 


Present tax provisions on coal, oil and gas production have 
been an important factor in encouraging development of 
energy sources at a pace about in keeping with demand. 
Any changes which may be proposed in the future must be 
analyzed in terms of their probable effect on development 
of domestic resources needed for economic progress and 
national defense as well as the fiscal and tax policies of the 
Government. 


Althouth the domestic industry is finding more oil and gas than it 
produces, the rate of this increase in proven reserves has been declining 


” Hearings, pp. 1425, 1412, 1426. 
* Current Antitrust Problems, pt. II, pp. 592-595, Celler committee. 
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in the past several years. Hence, as pointed out by the Cabinet 
Committee, every inducement should be given to encourage domestic 
exploration as against overseas development. This approach is 
clearly within past congressional intent, as expressed in the tax 
legislation affecting depletion allowances and national defense 
considerations. 

Assuming justification for the 27 percent foreign percentage deple- 
tion allowance formula in 1926, such depletion allowance is inconsistent 
with the original legislation to encourage domestic discovery, since 
yields, costs, and produci ing areas are so different today from what 
they then were. It would seem that today percentage ‘depletion on 
foreign oil gives the foreign operator a special tax advantage over the 
domestic producer.*° This condition in itself could result in some 
inducement to an American company to select foreign development 
over domestic. For example, where the costs of extraction abroad are 
low relative to the value of the oil and gas produced, the 27) percent 
depletion allowance, when translated into dollars, is much greater on 
the oil produced than when applied to high-cost domestic production. 
The amount of the deduction, under the present law, cannot exceed 
50 percent of net in any one year. This may result in the domestic 
producer not being able to take advantage of the full 27% percent 
depletion allowance unlike the low-cost foreign producer who is not apt 
to be affected by this 50 percent limitation. <A high net return possible 
on low-cost Middle East production could result in a much greater 
dollar allowance on a barrel-for-barrel basis to the producing company 
than would be possible under a lower net return realized on high-cost 
domestic oil. 

Mr. W. A. Delaney at one point in his testimony compared an 
average daily production per well in Oklahoma of nine barrels with 
that of Kuwait of around 7,600 barrels.” There is a tremendous dollar 
advantage of percentage depletion allowance of Kuwait production 
as compared to Oklahoma. Thus, foreign depletion has the effect of 
needlessly widening the profit spread between domestic and foreign oil. 
This increases the commercial advantage of importing, thus further 
limiting the domestic market. 

As the domestic market is cut back the cost of the reduced produc- 
tion is increased on a per barrel basis. Mr. Delaney, when describing 
in his testimony such costs, stated: 


The cost of producing oil is related to the number of barrels 
of oil produced over the man-hours involved plus the cost 
of material and supplies that are required to furnish and 
service the wells.* 


The present system of percentage depletion conceived to increase 
domestic exploration and production is actually weighted in favor of 
foreign investment. Full depletion allowance on foreign production 
results i in increased exploration for foreign oil. As foreign production 
is increased, the economic survival of the small, independent domestic 
producer is further jeopardized by loss of both domestic and foreign 
markets. Mr. Whiteford of Gulf Oil, during his appearance before 
this subcommittee, testified that: 

39 Hearings, pp. 1436, 1453. 
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No country develops oil reserves except to the extent that 
it may have prospective markets.” 


Subsidized foreign oil is one of the most direct of all ways to reduce 
market prospects for the domestic product. 

As pointed out above, the economic defense of generous percentage 
depletion results from national policy to provide an incentive or 
subsidy for certain selected minerals for reasons of national defense 
and domestic economic advancement. The incentive value of per- 
centage depletion for domestic production of oil and gas has been 
blunted by extending the favors to all the world, thus defeating the 
original concept. At one point in the record Senator Kefauver 
elicited a statement from Mr. Rathbone, of Jersey, that foreign opera- 
tions were much more profitable than domestic but cost savings on 
foreign production could not be passed on to the domestic consumer 
without putting domestic independents out of business. Mr. Rath- 
bone stated that domestic producers are not in a sound economic 
position : 

He has not been so far the last several years, and the evidence 
on that, I believe, is indisputable. It is perfectly true that 
profits from our foreign operations * * * are very large and, 
as I said to you, I certainly would not want in any way to ever 
be accused of trying to utilize profits from foreign operations 
to destroy anything in the United States. 


If the consumer cannot obtain the foreign product at a lower price “ 
and the domestic industry is endangered by a restriction of markets, 
why should the taxpayer be asked to continue to subsidize foreign 
production only to make profits for the foreign operator? 

A discontinuance of foreign depletion would, at least in the short 
run, result in the payment of more tax dollars to the United States 
Treasury. A tabulation placed in the record by Aramco during the 
hearings “* shows that on the present tax base the United States 
Treasury would obtain from Aramco $61 million plus in 1955 and an 
estimated $63 million plus in 1956 if the foreign depletion allowance 
was removed from the tax statutes. The schedule submitted by 
Aramco is as follows: 


ScHEeDuLE II.—Effect of percentage depletion on aggregate United States taxes 


[Thousands of dollars] 





1955 1956 esti- 
mated 
1. Taxable net income Keikhaate els 339, 831 353, 178 
2. Percentage depletion -_. st Stes kd shsstdianes 148, 167 152, 006 
3. : Taxable net income without percentage depletion | 487, 998 505, 184 
4. United States income tax without percentage depletion. 61, 010 63, 233 


For the above reasons, it is suggested that this subcommittee may 
wish to recommend that the 27% percent depletion allowance granted 
petroleum producers be limited to production within the United States 
and its Territories. 





“ Hearings, p. 1259. 
*® Hearings, p. 880. 
“ Hearings, p. 1441. 
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FOREIGN CONTRACTS 


The oil industry is a globial industry. As a result, it must, and 
does, enter into most important and far-reaching contractual arrange- 
ments with many, if not all, of the sovereign nations. The extent and 
far-reaching consequences of such contractual arrangements were per- 
haps best expressed by Mr. Rathbone, of Jersey Standard, in answer 
to questions put to him by Senator Kefauver. Mr. Rathbone testi- 
fied in part as follows: 


Now, as Mr. Coleman has said, when we operate in a for- 
eign land, we have to do it under a contract with a sovereign 
government, because the mineral rights in almost every other 
country in the world belong to the government and not tothe 
private citizen. We have no option except to formulate a 
contract with the government. 


Mr. Rathbone then explained that because of this fact it was 
essential to have the backing and support of the United States in 
situations where the foreign government did not see fit to honor its 
contracts. He advocated the following as a necessary part of United 
States foreign policy: 


Any government which by unilateral action abrogates 
any agreement made by that government may expect the 
United States, either singly, in conjunction with other coun- 
tries, or through the United Nations, to take such economic 
measures and abrogate any agreements with the offending 
nations as the United States may see that the circumstances 
warrant. 


Similarly, the industry is constantly working out arrangements on 
a nongovernmental level which have a direct effect on the commerce 
and foreign policy of the United States. 

As disclosed in the record of the oil hearings, the Federal Govern- 
ment ordinarily is not aware of the agreements reached which may 
affect national or international policy or which may violate antitrust 
or other Federal statutes. 

The problem to which I am presently addressing myself is the effect 
and intent of secret actions taken abroad by American corporations, 
frequently through subsidiary and affiliated corporations created under 
the laws of foreign lands, which may affect United States foreign policy 
or the American tradition of competitive private enterprise. 

It is a matter of public importance when an American company 
enters into an arrangement or contract with a British company under 
the terms of which the world’s largest oil reserve is divided between 
the two companies to the exclusion of all competitors. It is important, 
too, when an American company agrees to sell its oil only to four 
specified purchasers in predetermined percentages of production.” 

During the course of the hearings there was introduced into the 
record a copy of the complaint filed by the Department of Justice in 
the an-talied: cartel case. This complaint sets forth a number of 
contracts and agreements entered into by American oil companies 
engaged in foreign production, and alleges that such contracts and 
agreements were in restraint of trade.“ Among such were the 


46 Appendix, p. 2011. 
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Achnacarry agreement and Red Line agreement of 1928 and 1948, the 
so-called memoranda for European markets agreements of 1930, 
the Heads of agreement for distribution of 1932, the Socony-Anglo- 
Iranian purchase agreements of 1947 and 1948, the sterling and dollar 
loan agreements of 1948, the Jersey-Anglo-Iranian purchase agree- 
ments of 1947 and 1948, the Vaduz agreement of 1931, the Gulf-Shell 
crude-oil agreement of 1948, and others. These contracts, all of which 
had international importance and effect on the economy of this 
country, were not brought to public attention except by investigations 
conducted by congressional committees or Government agencies in 
prosecutions under the antitrust laws, and then many years after 
execution. 

Such matters are of sufficient importance so that at the very least 
the American Government ought to be informed. If it had been 
necessary to make all such agreements public, not only would many 
have not been entered into, but the web of restrictive activities as 
alleged in the cartel complaint would have been revealed in its true 
perspective to the American public and the Government. 

The United States Government and its people should know all the 
facts prior to undertaking international commitments. It is therefore 
suggested that legislation be recommended requiring all companies 
subject to the jurisdiction of the United States to register with an 
agency of the Government all contracts or agreements which may have 
restrictive effects upon the foreign commerce of the United States. 


PRICING STRUCTURE IN THE OIL INDUSTRY 


There was evidence developed at the hearings which indicates that 
the pricing pattern in the oil industry is noncompetitive.” The 
product price structure in the petroleum industry, particularly as it is 
exposed at the corner filling station, has resulted in a widespread 
public belief that oil is sold on a follow-the-leader basis.“ 

The legal problem is not necessarily the uniformity of price, but 
the uniform manner and method by which such prices are arrived at 
and maintained. To understand the problem and its economic effects 
one should understand something of the background of product pricing 
in the industry. 

Prior to 1911 the Standard Oil trust operated through its subsidiary 
companies in specified areas of the United States. Each subsidiary 
maintained its predetermined market area. Inasmuch as such sub- 
sidiaries sold about 90 percent of the petroleum products in its market 
area it was necessarily the market price leader. The decree of 1911 
divorced 47 companies, among them the 9 principal marketing com- 
panies of New Jersey. Considerable history of oil pricing patterns is set 
forth in the 1928 Federal Trade Commission Report on the petroleum 
industry. Up to 1918, each of the nine companies maintained the 
geographical bined of its historic marketing area.” In that year 
the Atlantic Refining Co. invaded the Standard Oil Company of New 
York’s market area in New England. Following this first encroach- 
ment, seven of the former Standard companies invaded each other’s 

Hearings, pp. 906, 1326, 1329. 
Hearings, pp. 915, 916, 927-930. House Small Business Report, Distribution Problems, pt. I, p. 854. 


Complaint, U.S. v. American Petroleum Institute, Civil Action No. 8524, par. 50. See also hearings, pp. 
834 and 840-852 
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territories. However, the invading companies observed the price 

structure of the market leader whose territory they had invaded. 

From 1918 to 1941 each of the nine companies published weekly in the 

National Petroleum News the tank-wagon prices at which it was 

selling gasoline to service-station operators, fuel oil to householders and 

heavy fuel oils to industrial plants, for practically all of the principal 
cities in its area.” 

The market areas and companies posting for such areas are as 
follows: *! 

Standard Oil Company of New York (now Socony Mobil Oil Co., 
Inc.): Maine, New Hampshire, Vermont, New York, Massachu- 
setts, Rhode Island, Connecticut. 

The Atlantic Refining Co.: Pennsylvania, Delaware. 

Standard Oil Company of New Jersey (now Esso Standard Oil Co.): 
New Jersey, Maryland, Virginia, West Virginia, North Carolina, 
South Carolina, Tennessee, Arkansas, Louisiana. 

Standard Oil Company of Ohio: Ohio. 

Standard Oil Co. (Kentucky): Kentucky, Mississippi, Alabama, 
Georgia, Florida. 

Humble Oil & Refining Co. (up to 1941, The Texas Co. thereafter): 
Texas. 

Standard Oil Co. (Indiana): North Dakota, South Dakota, Nebraska, 
Kansas, Missouri, Minnesota, Iowa, Wisconsin, Illinois, Indiana, 
Michigan. 

Continental Oil Co.: W yoming, Montana, Idaho, New Mexico, 
Oklahoma, Colorado. Utah. 

Standard Oil Company of California: Arizona, Nevada, California, 
Oregon, Washington. 

In 1942, the Office of Price Administration set maximum prices to 
be charged for petroleum products at wholesale and retail. These 
were the prices posted on a given date by the various companies 
listed above. As already noted, such prices were to be used as a 
maximum price for all marketers in each of the designated areas 
unless a particular marketer had sold at less than that of the reference 
marketer on the date of the price order.*” 

The tank-wagon prices posted by the market leaders in their respec- 
tive areas are still published in the oil trade papers. The prices at 
which other companies sell in such areas are not published in such 
journals.** 

During the hearings on February 21, 1957, Mr. James W. Foley, 
president of the Texas Co., was questioned by Senator O’Mahoney 
as to increases in gasoline pric es in January 1957. Mr. Foley admitted 
that the company had raised its prices, but he insisted that 1 in so doing 
the Texas Co. had merely been meeting competition “on the up- 
swing.” He denied that the company had made cost studies as a 
basis for such price increases. 

A number of telegrams taken from the files of the Texas Co. under 
subpena were read to Mr. Foley. Although the Texas Co. is alleged 
to be the market leader in the State of Texas, Mr. Foley insisted that 


® National Petroleum News, published weekly by National Petroleum Publishing Co., Cleveland, 
Ohio, until April 1954 and since monthly by McGraw-Hill Publishing Co. Daily changes by market 
leaders published by McGraw-Hill Publishing Co. as Platt Oilgram Price Service. 

81 Complaint, U. S. v. API, 8524, par. 50. See also footnote 48. 

8% OPA Order of October 1, 1953. 

8 See footnote 50. 

% Hearings, pp. 833-834, 840-852. 
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the Humble Oil & Refining Co. had initiated this price increase in 
Texas. Otherwise, the telegrams bore out the pattern of market 
leadership referred to above. In the State of Pennsylvania a telegram 
of January 11, 1957, described competitive conditions in Pennsylvania. 
It showed that Texas followed Esso Standard Oil Co. in New Jersey 
and Pennsylvania as to gasoline. As to fuel oil in Pennsylvania, Texas 
delayed action pending price postings by Atlantic Refining Co. In 
other telegrams it was alee, that Texas followed the Standard Oil 
Company of Kentucky’s price increase throughout the latter’s market- 
ing territory. When the Carter Oil Co. raised gasoline prices in 
Montana, Texas did not follow Carter but waited for Continental to 
go up. In two telegrams Continental was referred to as the “major 
competitor.” In Arkansas, Louisiana, and Tennessee, Texas followed 
Esso Standard.® 

On May 13, 1957, the subcommittee received a communication 
describing this problem as it currently relates to the Pacific North- 
west. The writer stated in part: 


On April 25, the Standard Oil Co.in Portland, Oreg., 
raised the price of fuel oil PS No. 300, 15 cents per barrel, 
making the posted price in Portland, $4.20 per barrel. This 
is the sixth increase in a progressive price rise from $3 to $4.20 
or 40 percent, during the past 18 months. As is the usual 
custom, all other major oil companies in Portland, within a 
period of a few days, made the same increase. 


The subcommittee did not attempt to develop such pricing evidence 
further as the Department of Justice is presently conducting a grand 
jury investigation at Alexandria of possible collusion in the tank-wagon 
price for gasoline throughout the United States. 

The price of crude oil is the basis for all product prices in the 
industry. In the United States over 50 percent of crude is produced 
by nonintegrated businesses; many are small and have limited capital. 
Because of the dominant position of the majors, and particularly the 
five largest American international oil companies, the great number 
of small producers have little, if anything, to say about the price at 
which they must sell their product or the cost of extracting the oil 
from the earth.’ The control over price lies with the integrated 
international companies.* The oueiaae of MEEC, for example, 
produce 30 percent of the domestic crude oil in this country and 
refine more than 50 percent of the oil at domestic refineries.” 

Domestic crude oil prices are the prices, posted by the integrated 
companies, at which they are willing to buy an independent producer’s 
oil. Costs are to a great extent stabilized by the overall market made 
available to the independent producer by the same majors. Mr. W. 
M. Vaughey, who appeared as a witness before the Subcommittee, 
testified as follows: 


The producer, therefore, has no control over the price at 
which he sells. He likewise has little control over the amount 
of oil he sells. 


55 Thid. 
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® Bureau of Mines, Annual Petroleum Statement No. 410, NPN Fact Book 1956, and company annual 
statements. 

© Hearings, pp. 378, 393. 
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The cost of producing oil is related to the number or barrels produced 
over the man-hours involved plus the cost of materials and supplies. 
Thus, by creating a market situation whereby there is a demand fora 
limited number of barrels per day from a well with a much greater 
MER, the extraction cost per barrel of the oil taken from the well is 
increased. With foreign markets, formerly served by United States 
oil, taken over by Middle East production, and increasing imports 
further restricting the domestic market for crude, the domestic pro- 
ducer must obtain a higher and higher price for his limited daily 
production of oil or operate at a loss. Yet, he can obtain the higher 
price only when the market leaders find it desirable to post an increase. 

In 1952 the Select Committees on Small Business of the Senate and 
House issued a report dealing with the role of the major international 
oil companies and their plans for Middle East oil. One of the con- 
clusions reached on page 1 of this report was that the future role of 
the domestic industry in world oil— 


will be a minor one serving only to maintain desired price 
levels for the rest of the world, based on the high United 
States costs of production.® 


As pointed out above, this forecast may have been extremely accurate. 
It is necessary to understand the pricing procedure to understand the 
complexities of the problem. 

World oil pricing isjaccomplished‘in accordance with a formula 
carefully worked out by the international oil companies. World 
prices for an internationally traded commodity are generally related, 
with variations determined by transportation costs and artificial 
barriers such as tariffs. The absolute price level would normally be 
determined like that for any commodity in the domestic market by 
the interaction of buyers and sellers. A fundamental assumption, 
however, is that there is a sufficiency of both buyers and sellers so 
that a price will be determined by market forces. As soon as one 
participant, either as a large buyer or as a large seller, realizes that 
his actions influence the market, a fundamental basis of competition 
is destroyed. This seems to be the picture in the international oil 
industry. We have a few international companies engaged in jointly 
owned enterprises such as the Iranian consortium, Aramco, the Caltex 
companies, Standard-Vacuum, and the many other joint enterprises 
referred to previously. In a structure such as this, pricing has lost 
its independent market function and has become subject to formula 
and bargained agreements. By what method do the Big Five execu- 
tives switch their thinking from “‘cartelize’’ when dealing with the 
other four in Europe to ‘‘compete’”’ when dealing with the same people 
in the United States? 

This is not to say that change has vanished. There are still chang- 
ing conditions to adjust to, new bargaining positions, new expecta- 
tions, new markets and new sources of supply. But the efficient 
results of competitively determined prices are not achieved. 

Few in the industry have an option to make a price move. The 
independent in this industry can look for oil, but once he has a well, 
as Mr. W. M. Vaughey told the subcommittee: “ 

6! Hearings, p. 887. 
® Hearings, p. 393. 


® Third World Petroleum Congress, joint report of Senate and House Small Business Committee, p. 1. 
« Hearings, pp. 378, 393. 
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The producer does not set the price for which he will sell 
his oil. That price is determined by the purchaser, not the 
seller * * *. 

* * * The producer, therefore, has no control over the 
price at which he sells. He likewise has little control over 
the amount of oil he sells. He cannot withhold his pro- 
duction. 


When the United States was the major oil exporter, international 
oil prices were generally United States gulf prices plus transporta- 
tion. With the rise of other major producing areas, complexities 
could be expected. With the discovery of tremendous producing 
areas in the Caribbean and the Middle East,” areas in which produc- 
tion costs were so much less than in the United States, in any normal 
market some disturbance to pricing patterns could be expected. 
United States production declined from 70 percent of total world 
output in 1923-27 to 66 percent in 1945 and to 43 percent in 1956.% 

The importance of United States exports of crude oil and products 
has declined drastically in importance in relationship to world produc- 
tion and consumption in the last three decades. As world refinery 
capacity has increased, crude oil has become a more important article 
in world commerce. United States crude exports as a percent of non- 
United States production of crude has declined from 5 percent in 1930 
to less than 1 percent in 1956; the sum of United States crude and 

roduct exports as a percent of non-United States crude production 
ts declined from 31 percent in 1930 to 4 percent in 1956.” 

Through a period in which the United States has declined drastically 
as a factor in the international pricing of crude oil, the basis for inter- 
national oil pricing has changed related little.* The basis for pric- 
ing has shifted from a United States gulf price to a combination United 
States Gulf-Caribbean price structure. Other areas of the world 
continue to base prices for crude on the United States Gulf-Caribbean 

rice structure with adjustments for transportation.” Thus, Middle 

ast crudes are not priced on the basis of cost, but on equalization of 
selling price at a common market, Western Europe—according to 
Mr. Jennings of Socony.” 

The crude-price changes in the Middle East during and after the 
Suez crisis are illustrative of this pricing structure. Socony, as Mr. 
Jennings suggested, bases its Middle East prices on the laid-down 
a in Western Europe. Following the closure of the Suez Canal, 

nited States Gulf and Venezuelan prices rose, thus raising prices in 
Western Europe. With a rise in the Western European price, the 
price at the eastern end of the Mediterranean rose, but since the canal 
was closed, transportation cost to the Persian Gulf also rose, so that 
for a given price in London, for example, freight became increasingly 
important as a deduction from the London price on a trip from the 
Persian Gulf in comparison with a trip from the pipeline at the eastern 
end of the Mediterranean. It could therefore be expected that when 
the Suez Canal opened, the deduction from the Srndcts price for 
crude in the Persian Gulf would decline and the Persian Gulf oil price 


% Hearings, p. 1327. 
2 Third World Petroleum Congress, joint report of Senate and House Small Business Committee, exhibit 


ne Tbe Price of Oil in Western Europe, Secretariat of Economic Commission for Europe. United 
ations, p. 18. 

® Hearings, p. 879. 

® Hearings, p. 1329. 

” Hearings, pp. 1533-1534, 
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could rise. It is of interest that the British were the first to allow 
their ships to transit the canal and it was British Petroleum Ltd., 
which led the Persian Gulf price increase recently. All other com- 
panies posting prices in this area have followed.” 

On January 3, 1957, the price of domestic crude oil was increased 
at the gulf coast by Humble in amounts depending on grade and 
location, of 25 to 45 cents per barrel.” By the 27th of January, such 
increases had spread across the Nation and had followed through into 
products, such as fuel oil, distillates, gasoline, and other petroleum 
products. Such price increases have now completed the global cir- 
cuit. As has been pointed out above, the last increases in the Persian 
Gulf again brought the international pricing system back in balance 
in accordance with the established formula. 

Such increases were not the result of cost studies or even a uniformity 
of need for a higher return on investment. As stated by Mr. Baker, 
then with Humble, “there is no census of costs in the industry and 
the costs between various areas and various operators vary widely.”’” 
They were apparently the result of a calculated estimate, on the part 
of international oil companies, concerning the point which would re- 
turn the highest profits to them without killing the goose. 

On December 12, 1956, Jersey Standard caretully considered the 
effect of petroleum price increases on Humble’s “financial outlook.”’ 
The memorandum setting forth this material states that “Comp- 
troller’s has worked out the effect of various assumptions on Humble’s 
financial outlook in 1957, as follows.’’ This study then discloses that 
an increase of 25 cents per barrel in the price of crude by Humble, 
related to Humble’s pre-Suez output of 380,000 barrels per day, 
would raise Humble’s net after taxes by $17.5 million. The increased 
European demand resulting from the closure of Suez made it possible, 
according to the estimate, for Humble to move an additional 48,000 
barrels per day. The 25-cent increase on this production, according 
to the calculation, would amount to $2.5 million. The memorandum 
then states: ‘“The combined effect of a price increase and an increase 
in output resulting from the Suez crisis would be to raise Humble’s 
net income by 46 million. If, in addition, product prices are raised 
to reflect the crude price increase, Humble’s net would raise by 50 
million.” ™ 

A similar study considering the overall Jersey Standard profit 
picture was placed in memorandum form on December 13, 1956.” 
Paragraph 2 of this document states: 


It is estimated that at the present volume of business the 
consolidated net earnings would rise at an annual rate of 
$100 million if an increase of 25 cents per barrel occurred in 
the price of crude, assuming that product prices also rose 
accordingly. 


It was estimated that such price advances cost the American con- 
sumer about $1 billion and the military $84 million.”* The record on 
this point is interesting. Senator Kefauver asked Mr. Rathbone: 

“What did the consumers get the benefit of?’ 

Mr. Rathbone replied: 


11 Hearings, Petroleum Times, January 18, 1957, and Petroleum Week, May 28, 1957. 
” Hearings, pp. 764 and 776. 

73 Hearings, p. 798. 

™% Appendix, p. 2117. 

7% Appendix, p. 2322. 

% Hearings, p. 286. 
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“They got nothing but an assured supply of oil * * * and a higher 
price, certainly.” ” 

Such increased profits were not confined to domestic operations. 
An analysis of the increased returns resulting from price advances of 
Middle East oil which occurred in January and May 1957, shows they 
averaged 19 cents per barrel. Assuming that the Middle East 
produces in 1957 at least the amount it produced in 1956 (1,258 million 
barrels), the price increases will net the international oil companies 
$239 million more during the year. The American companies’ share 
of this increase amounts to approximately $138 million.” 

According to a Jersey Standard executive committee memorandum 
dealing with possible price increases, dated December 4, 1956, the 
Jersey Standard complex of companies were carefully analyzing the 
mechanics of price advances long before such increases were placed in 
effect. I quote the following from this memorandum: ” 


Mr. Brice [of Carter Oil Co.] advised that he would look 
for a rise in the price of crude to occur first in the United 
State gulf coast and then be followed by increases in the 
midcontinent and Rocky Mountain areas, although in the 
latter two areas the average amount of any increases might 
be somewhat lower than the average in the gulf. He also 
expressed the hope that any changes would occur selectively 
and not on an across-the-board basis. 


Mr. Rathbone, in his testimony, conceded that Mr. Brice was asked 
for his opinion on crude pricing. Furthermore, when the increase 
was placed in effect on January 3, 1957, by Humble, the result was as 
forecast by Mr. Brice a month earlier.” 

The record clearly shows that, insofar as crude prices were con- 
cerned, Jersey Standard, through Humble, was the market leader in 
the United States, and that its pricing practices first announced for 
the gulf coast area were followed by the industry generally. Mr. 
Baker, during his appearance as a witness before the subcommittee, 
was asked whether the question of price had been discussed between 
Humble and Jersey Standard prior to placing the increase in effect 
on January 3, 1957. He replied that about December 26, 1956, he, 
and Mr. Rathbone met in Baton Rouge, La., and discussed the antici- 
pated price increase. Baker testified: “I indicated to him that we 
had in mind to try to adjust some of the inequities existing in the 
values of several crudes and that we would probably scale those 
advances in accordance with relative values.”’ At this meeting, Baker 
quoted Rathbone as stating that the “price increase was past due.’ *! 

Pressure was mounting for some time within the industry for a crude 
oil price increase. *? The above documents and testimony indicate the 
intention of the dominant buyers. The Suez crisis provided the 
pretext which the industry felt would justify the increase. In its 
public release announcing the price increase, Humble stated that a 
principal reason for the increase was to obtain adequate supplies to 
meet the domestic and European needs. It developed that this widely 
heralded justification for the price increase was without foundation. 
Mr. Baker was asked whether the price increase of January 3 increased 

” Hearings, p. 1244. 

8 World Oil, February 15, 1957, p. 214, and Petroleum Week, January 17 and May 28, 1957. 
” Appendix, p. 2386; also hearings, pp. 1104-1105. 

® Hearings, pp. 1104-1106. 


! Hearings, pp. 791-793. 
® Hearings, p. 1783. 
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the availability of oil supply for shipment overseas. He replied, “As 
far as I know, it has not.’”’ Mr. Baker also conceded there had been 
no substantial increase in cost as a result of the Suez crisis.* 

The record reveals the Government was on notice from an early date 
concerning the possible crude oil price increase. But Government 
officials Pepentedy asserted before the subcommittee that they had no 
ee authority to control prices and that they could take no 
responsibility for keeping prices down. The Government elected to 
delegate responsibility for the oil lift program to private oil companies, 
but it indicated little concern and made no appreciable effort to utilize 
the influence of Government to curb price increases.* 


8 Hearings, pp. 783-785, 789. 
* MEEC minutes, meeting No. 4, appendix, pp. 1865-1866. 








STATEMENT OF DR. PAUL H. BANNER, ECONOMIST 


This presentation to the subcommittee will cover four topics: 
A general discussion of the membership of the MEEC, the statistics 
of the oil lift program, its necessity and its effectiveness; the problem 
of imports; and lastly, the efforts of an independent company to build 
a pipeline. 

eating of the transcript of subcommittee hearings and the volumi- 
nous material supplied by the various companies leaves an indelible 
impression that this was a program conceived by the major oil com- 

anies and cast in the mold which fitted their interests. This may 
fore been logical to those who prepared the program. Was it the 
method for a program, vested with public interest, affecting many 
segments of the American economy, and which was part of United 
States foreign policy? 

The membership of the MEEC consisted of the major companies and 
their affiliates, some of which shipped no oil to Europe. There was 
no representation of other segments of the industry not engaged in 
foreign operations. 

The Information Subcommittee of the MEEC declared in a report 
issued March 1, 1957, that the Director of the ODM “invited United 
States petroleum companies engaged in foreign operations to partici- 
pate in this agreement.” ! Secretary Seaton informed the subcom- 
mittee that American oil companies engaged in foreign operations 
were invited to participate in this emergency action.? From Mr. 
Wormser the subcommittee learned that every large operator in the 
foreign field was put on the committee and each had marine transpor- 
tation and foreign operations and that there were no others.’ ir- 
teen invitations were originally sent to corporations. It was ap- 
parently assumed that it was sufficient to have the major international 
firms which control the bulk of foreign and domestic oil on the com- 
mittee and that only the integrated companies were necessary to 
operate the program successfully. 

It was assumed, following the Suez crisis, that there were ample 
petroleum supplies in the world but insufficient transportation facili- 
ties to supply consuming areas in Western Europe. The answer 
offered to the closure of the canal was a redistribution of tanker 
schedules to minimize transportation and maximize deliveries to a 
particular part of the world. Tankers were, apparently, the key. It 
was generally accepted that pressure upon tanker rates would cause 
a rise in the spot market‘ and pressure upon oil prices in Western 
Europe, yet not one tanker operator, whose sole business is the trans- 
portation of oil, was invited to cooperate with the committee in spite 
of the fact that tanker rates were an important factor in the pricing 
of oil in Europe. 

1! Report included in appendix to hearings, p. 1994. Mr. Flemming stated to the subcommittee that in 
issuing invitations the test was whether the company participated in foreign operations. If it participated, 
then it was invited, hearings, pp. 27-28. 

2? Hearings, p. 488 


§ Hearings, p. 81. P 
‘ Minutes, meeting No. 40 MEEC, September 19, 1956, p. 6; appendix, p. 1861. 
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With regard to Mr. Wormser’s belief that there were no other 
firms operating in the foreign field, Sun Oil Co., for example, is a 
fully integrated firm with oceangoing tankers, produc tion outside the 
United States, and marketing subsidiaries in Europe. In December 
and January it shipped more “petroleum products to Europe than did 
some of the MEEC members.’ Yet it was learned that this firm 
never received an invitation to become a member of the MEEC.® 
lt is of interest that Sun has never been a party to the various inter- 
national oil agreements which the Department of Justice charges in 
its cartel suit violate the antitrust laws. The Atlantic Oil Co. is 
another firm with foreign interests which was not made a member of 
the MEEC. 

Mr. M. H. Robineau, president of the Independent Refiners Asso- 
ciation of America, in his presentation to the subcommittee said that 
in November his organization expressed concern over the failure of the 
Government to include the independent refining segment of the oil 
industry in plans to meet the Suez problem. Even prior to that time, 
in July, his organization offered its cooperation in the Suez emergency. 
Mr. Hugh Stewart answered that he was ‘‘certain that, in the future, 
as in the past, the independent refiners of this country will assist their 
Government whenever so requested.” On January 7, a month after 
indication that petroleum operations within the U inited States could 
be affected, Mr. Robineau was finally invited to Washington and 
given the data he believed necessary to make an analysis of the problem 
of supplying oil to Europe.’ 

Mr. Robineau’s suggestions as to how the problem of oil to Europe 
should have been handled were different from the plan adopted. The 
independent refiners were interested in the program from July on, 
and attempted to secure consideration of their position, but were 
not called upon until long after all decisions had been made. 

Russel B. Brown, general counsel of the Independent Petroleum 
Association of America, testified that, beginning last August, his 
organization wrote to the Director of ODM expressing concern about 
giving antitrust immunity to MEEC companies for actions within 
the United States. Upon assurance that only foreign areas were 
affected, his organization concluded that no useful purpose could be 
served by a domestic producer being on the committee. His under- 
standing was that the primary purpose of MEEC was tanker pooling 
and the direction of tanker movements. He felt that, if his organiza- 
tion had known that the MEEC embraced actions affecting domestic 

operations, his organization would have asked the Government to set 
up an organization into which the Independent Petroleum Association 
of America could appropriately fit.* 

Who are the members of the MEEC? Listed in the attached state- 
ment are the member companies, their assets as of December 31, 1956, 
and their sales and profits in 1955 and 1956. In the case of jointly 
owned companies, ownership is footnoted. After the billion-dollar 
corporations, size drops rapidly, and the smallest firm is American 
Independent Oil Co., in which various oil companies have an interest. 

5 Appendix, p. 2826. 
6 Letter from FRobert @. Dunlop, president, Sun Oil Co., March 14, 1957, appendix, p. 2823. 


7 Hearings, p. 467. 
§ Hearings, p. 340. 
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Assets and earnings of members of Middle East Emergency Committee 











[In thousands of dollars] 

Gross income Net income after | Percent 

Assets, taxes increase 

Wes: Bi hii ci I i a a 

1956 1956 
1955 1956 1955 1956 

Standard Oil Co., New Jersey.-..-..-.--- 7, 901, 530 | 6,272, 441 | 7,126,855 | 709,310 | 808, 535 14.0 
Gulf Oil Corp....-..--..-----.-.----.---.-] 2, 872, 270 | 1, 895, 670 | 2,339,715 | 218,064 | 282, 658 29.6 
Socony Mobil Oil Oo., Inc....-.-...-...-- 2, 819, 619 | 2, 458,382 | 2,750,300 | 208,347 | 249, 505 19.8 
The Texas Co_...- eid enemies kakstiiakad 2, 504, 130 | 1, 767, 266 | 2,046,305 | 262,730 | 302, 263 15.0 
Standard Oil Company of California___._- 2, 041, 373 | 1, 277, 840 | 1, 452,521 | 231,139 | 267, 891 15.9 
Sinclair Oil Corp----..-..-.----....--.------| 1,478, 269 | 1, 110, 067 | 1,180,102 | 80,710 | 95,906 18.8 
CE RE GED. 052 ~5- 00520 0- mn ngnne 1, 197, 863 | 1728,871 | 1! 767,148 | 53,261 | 65,832 23.6 
Creole Petroleum Corp.?..................| 1, 181, 008 856, 311 989, 316 | 292,944 | 336, 434 14.8 
OT RIOR cn nncouinge-anses-angen '9, 563 481, 548 525,814 | 37,790 | 37,990 -5 
Standard Vacuum Oil Co.4_._._.........- 5 634, 369 767, 498 (°) 41, 086 | 7 32,000 (22.1) 
Arabian American Oil Co.§...............| 471,396 724, 605 748, 899 | 272, 269 | 280, 812 3.1 
NE WE Rs Cunee ica veedarian seal) See 14, 000 16, 287 | 11,182| 7,888| (29.5) 
Venezuelan Petroleum Co.9__........-..-- 88, 279 31, 238 40, 121 5, 039 9, 152 81.6 
Caltex Oil Products Co.®_____........-... 61, 442 85, 844 106, 068 483 469 (2.9) 
American Independent Oil Co."__.__..__. 18, 947 6, 966 5, 338 569 1, 867 228. 1 


1 Excluding sales of purchased oil. 

295 percent owned by Standard Oil Co., New Jersey. 

3 Controlled by Getty Oil Co. 

4 Ownership: Standard Oil Co., New Jersey, 50 percent; Socony Mobil Oil Co., 50 percent. 

5 Dec. 31, 1955. 

‘Not available. 

7 Estimated. 

8 Ownership: Socony Mobil Oil Co., 10 percent; Standard Oil Company of California, 30 percent; Stand- 
ard Oil Co., New Jersey, 30 percent; the Texas Co., 30 percent. 

$96 percent owned by Sinclair Oil Corp. 

10 Ownership: Standard Oil Company of California, 50 percent; the Texas Co., 50 percent. 


i Year ending July 31 (ownership): Percent 
EE PENI SID iin a nnn ce Cob a+ ctacdduddiadéetedbinateksinpasassgeaapachs salman 33. 55 
PROG, OE Ss. o's 5. anincchnniddGhofsdcins dnbubontilidh siiwandilcaba dxnelvubibhiickitekethatehaies 15. 08 
NE Oe OED ocr cancinonnktidanndéndacinpmsunanbedabmeneneedtnhiaa ges. Ai Ch tee 15. 08 
BEARS OFF G.I OO oon rinin sink nodes dt deen sinha ce ticdllesss ce kccakts Goa eebeeecdsese 12. 70 
BRI Tin Pitino nnisinebns ttnsinobunngelenaaeants sina ienihs Kear dip} ol 6p abit cikatbaadieh eins hetedbiany 8. 25 
el  npnndtines thse tiunksnopnandodeas heb seeliticiis a hididdnteaiveoche ene 
Crescent Corp...--....- binin it og W\tnitan delat fam oshowsslpeiolieahilss ap, apinbede hd det lid anclelade siesarenselllctlaedehiaiald 3.17 
ene ermemeeens Cite OO, .. 2.50 eta cnnectn nagnys- cus wdenedauestbneusnreeuienanie nae tae 
OUD OGD OF MII SOG nei cn cccccunctecwccccctccenchs cdncseasedenstndabddauntandactasa ceil 1.59 
Rae Oe Ge SE Chik 3 nines « ckvecin cp nchucniakbaudpncdshecaibeiciorkeneubibh «etapa 1.59 

I oi sain bb cheek bated <nndabdccdadbaectcdh ie metsusdiGeh dabses kk bldhiea ee 100. 00 


Source: Company reports; Standard & Poor’s Corp. Records. 


Of the 15 original members of MEEC, 3 are jointly owned by 
other members of MEEC: Arabian American Oil Co. (Aramco) is 
owned by the Texas Co., Socony Mobil Oil Co., Standard Oil Company 
of California, and Standard Oil Company, New Jersey, hereafter re- 
ferred to as Jersey. Caltex Oil Products Co. is jointly owned by the 
Standard Oil Company of California and the Texas Co.; Standard 
Vacuum Oil Co. is jointly owned by Jersey and Socony Mobil. Two 
other members of the MEEC are almost 100 percent owned by other 
members; Creole Petroleum Corp. is 95 percent owned by Jersey, 
and Venezuelan Petroleum Co. is 96 percent owned by Sinclair Oil Co. 
One other firm, Tidewater, is 14 percent owned by Getty Oil Co., 
another member of MEEC. But such listing gives only a small indi- 
cation of the complex ownership pattern which exists in the industry. 
There is no major American oil company not affiliated in some venture 
with other major companies in this industry. Aramco, the Iranian 
consortium, and the Iraq Petroleum Corp. (IPC) are the best known 
joint ventures. In other sections of the world, similar relationships 
also exist. In the annual report of the Standard Oil Company of 
California for the year 1955, a section was devoted to the company’s 
operations in the Eastern Hemisphere. The company reported that 
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“competition in the international oil markets continued to intensify.” 
Yet, infevery activity in which it was supposedly competing in this 
area, it was associated with another company as a partner in 
“competition.” 

In response to requests from the subcommittee, the various members 
of the MEEC provided the names of all their subsidiaries and affiliated 
corporations. From this material the staff has been able to identify 
about 100 corporations, 23 of which are pipelines, in which 2 or more 
MEEC companies are associated as joint owners. There were an 
additional 175 corporations in which MEEC members held stock 
interests with other non-MEEC companies, mostly in oil. 

The California Texas Corp., 50 percent owned by Standard of 
California and 50 percent by the Texas Co., has over 50 subsidiaries 
which, in turn, own other subsidiaries. There are various other 
joint Caltex companies, one of which is the Caltex Oil Products Co., 
a member of MEEC. Two Caltex companies are associated with 
Socony Mobil in a British Company, the Associated Ethyl Co., Ltd. 

In Colombia, the Texas Co., one of the Caltex partners, is associated 
with Socony in joint ownership of Colsag Corp., which produces, 
refines, and transports oil. In Venezuela, the Texas Co., is a one-third 
owner of a refining company, the remaining two-thirds being owned 
by a subsidiary of Gulf. 

Gulf and Jersey, operating through a holding company, control 
various French companies. They are also associated in ventures in 
Denmark and Venezuela. In the latter country, Gulf’s subsidiary, 
the Mene Grande Oil Co., shares certain concessions with the Creole 
Petroleum Corp., 95 percent owned by Jersey. The latter firm is 
associated with Shell interests in various firms in Germany and the 
Netherlands. In Germany, Jersey is also associated with Socony. 

Joint is a word that pervades oil-company reports. Recently, 
announcement was made of a new refinery to be constructed in 
Turkey, jointly owned by Socony, Caltex, British Petroleum, and 
Shell interests.° 

Joint ownership is particularly noticeable in the pipeline trans- 
portation of petroleum, especially in this country, a review of which 
has been given by Mr. McHugh. As described elsewhere, transporta- 
tion has been a particularly important method of control in the 
petroleum industry from its earliest days. The same is still true. 

Corporate interrelationships are not confined to firms operating in 
the oil industry. The Texas Co., for example, has entered into man 
joint ventures with various other firms. ‘This firm is affiliated wit 
the New Jersey Zinc Co., the Shattuck Den Mining Corp., the United 
States Rubber Co., American Cynamid Co., and the Columbian 
Carbon Co. in separate ventures. 

The pattern of joint ownership which pervades the oil industry is 
not a pattern which would be ascribed to a competitive industry.” 
It is a pattern, however, which the oil industry has apparently adopted 
in extending its activities into new areas, geographically and techni- 
cally. The companies which are members of the MEEC are inter- 

* Statement of Mobil Overseas Oil Co., a subsidiary of Socony Mobil Oil Co., as reported in Standard 
Corp. records, April 11, 1957, p. 5251. 

10In discussion of this conclusion Senator O’Mahoney referred to the United States court opinion in 
U. S. v. Minnesota Mining and Mfg. Co., 92 F. Supp. 947 (1950). In this case the court, referring to a jointly 
owned firm operating abroad, stated, ‘‘The intimate association of the principal American producers in 
day-to-day manufacturing operations, their exchange of patent licenses and industrial know-how, and their 


common experience in marketing and fixing prices may inevitably reduce their zeal for competition inter- 
est in the American market.” 
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twined in a cones of interlocking relationships. When such 
companies are combined in an industry organization to administer 
the oil lift program, a further weakening of competition in the oil 
industry is certain to result. 


THE RESULTS OF THE OIL LIFT PROGRAM 


In discussing the oil-lift program, three aspects will be covered: the 
goals of the program, what was accomplished, and the cost. 

The goal spoken of is not the 3 million barrels of oil per day which 
normally Europe received, but the goal set out for Dnite States 
shipments. 

It would appear only reasonable to expect that the Congress could 
be supplied with adequate statistics as to objectives and performance 
of a program sponsored by the United States Government and sup- 
posedly monitored by its officials. The testimony of the officials who 
appeared before the subcommittee at worst could be interpreted to 
mean that since objectives had not been achieved, there was a natural 
reluctance to supply the subcommittee with complete information con- 
cerning the original objectives; at best, it could mean that they 
honestly had not prepared objectives. Mr. Flemming, for example, 
stated that he appeared before the MEEC early in Stasteisibne and 
specifically asked for factual information based on varying types of 
assumptions, and from company files we know there was some hesita- 
tion to prepare this.'' Mr. Flemming said that the Government had 
not established a goal toward which it was working, but that the best 
advice given was that if 500,000 barrels per day could be moved from 
the Gulf Coast area, then it would be possible for Europe to meet 
approximately 75 percent of Europe’s normal requirements.'? Mr. 
Edwin Moline of the State Department also stated that in November 
when the committee started up— 


according to best estimates, we were going to be 20 to 25 per- 
cent short of Europe’s requirements, provided they stayed 
within the range of 500,000 barrels per day which was thought 
to be within the limit of what we could quickly deliver.'* 


At this point, Senator O’Mahoney asked the witness: “Are you talk- 
ing about crude oil and crude oil only?” Mr. Moline replied that 
“In those days we were thinking in terms of crude oil.” Mr. 
Stewart also stated “we had hoped to ship 500,000 barrels per day of 
crude oil.” He differentiated between a “goal’’ of 500,000 barrels 

er day of crude and fuel oil and a target of that same amount. The 
atter was defined as a hope.’® He admitted that while 500,000 barrels 
per day of crude was not reached, and the program was behind 
265,000 barrels per day, it was made up in part by the shipment of 
products.” 

In Socony Mobil files a memorandum of January 4, 1957, signed a 
C. M. Case, a vice president, discussed a meeting held with Hug 
Stewart and Arthur Flemming in Washington."* Case indicated that 

1 Appendix, p. 2398. 
2 Hearings, p. 501. 
8 Hearings, p. 501. 
4 Hearings, p. 501. 
Hearings, p. 126. 
6 Hearings, p. 116. 


Hearings, p. 126. 
18 Appendix, p. 2398. 
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a& memorandum prepared by him and Stewart Coleman sidestepped 
including figures on United States shipments but stuck to principles 
which “did not sit too well with Dr. Flemming.” According to the 
memorandum this was to be used for cabinet level discussions and 
perhaps discussion with the Texas Railroad Commissioners with re- 
gard to January allowables. Case stated that from a public relations 
viewpoint ‘“‘we are apt to worsen the situation,” as “we have not made 
available in the gulf anywhere near the crude which has been indi- 
cated by MEEC could be lifted.”” In the memorandum prepared for 
Flemming it is stated that ‘‘as a result of lack of availability of oil 
in the United States gulf a number of these tankers have had to be 
sent to the Persian Gulf.” ® This statement can be compared with 
the initial assumption of the oil-lift program that a tanker shortage 
was the real problem. 

Secretary Seaton testified on February 14 that about 10 days pre- 
viously Mr. Ralph Fowler, director of the voluntary agreement, had 
been sent to Europe by the Department of the Interior, specifically 
by the office dealing with this subject, to bring back with him the latest 
accurate figures on the European oil situation.” The latest accurate 
figures referred to by Secretary Seaton consisted of estimates of first 
quarter available supplies for Europe, which he estimated would sup- 
ply Europe with 80 percent of its requirements for all types of oil. 
The “accurate” figures, brought back by Mr. Fowler on February 14 
and presented to the subcommittee consisted of estimates for the en- 
tire first quarter of the year, rather than actual shipments during the 
period up to the time the Secretary testified. 

The estimates themselves are of interest. The Secretary stated 
that available supplies would come to 80 percent of normal demands 
for all types of oil products and that the latest figures showed that 
the target had been well met.2"* Mr. Rathbone of Jersey stated before 
the House Interstate and Foreign Commerce Committee that during 
November and December more than 92 percent of European require- 
ments were supplied. Mr. Flemming had stated that if 500,000 
barrels per day could be moved, then only 75 percent of Europe’s 
normal requirements would be met,” and yet in this entire period 
less than 500,000 barrels of all oil products per day were shipped and, 
it was claimed that 80 percent of total requirements were met. The 
New York Times of March 31, 1957, in summarizing activities of the 
oil-lift program, declared, ‘Now, as during the emergency, firm 
statistics are few.’ 

The obvious conclusion is that the original estimates stated by 
Mr. Flemming and Mr. Moline were correct—that originally a target 
of 500,000 barrels of crude oil or crude and fuel oil per day was antici- 
pated. This goal was not achieved, and the sum of both crude oil 
and products did not reach 500,000 barrels per day until the end of 
the winter season. Furthermore, certain of the products shipped to 
Europe were not required as, for example, gasoline. 

Lest this criticism of statistical reporting appear to exist only on 
this side of the Atlantic, in a letter dated January 9, 1957, secured 

19 Appendix, p. 2398. 

2% Hearings, p. 492. 

21 Hearings, p. 493. 

22 Hearings, Committee on Interstate and Foreign Commerce, House of Representatives, February 19, 
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from Socony Mobil we learn that OKEC was “critical of OPEG’s 
continued failure to produce definitive figures on the supply position,”’ ** 

The record of deliveries of the oil-lift program is of greater interest, 
however. The report of the MEEC Information Committee of 
March 1, 1957, states: 


On December 3, the MEEC was activated and took im- 
mediate action to assist in meeting the petroleum crisis. 
The committee’s programs were incorporated into schedules on 
December 7. Prior to December 7, therefore, the program was an 
individual company program without Government help, safeguards, or 
antitrust exemptions. In the report of the Information Subcommittee 
it is also stated: 


As a result of these efforts, major suppliers, despite the fact 
that it was not possible to begin the increased shipments 
until the second week of November—shipped an average of 
252,000 barrels per day of crude oil and 169,000 barrels per 
day of products to Western Europe from the United States 
during the month [November]. 





This is a total of 421,000 barrels per day of crude oil and products to 
Europe. 
A Jersey document declares: 


* * * Long before the MEEC authorization permitted 
new transportation and supply arrangements among competi- 
tors, individual American companies had increased their 
shipments of United States oil to Europe by several hundred 
thousand barrels a day through changes in their own opera- 
tions.” 


Information contained in press releases of the Department of the 
Interior indicates that from November 1 to March 6, that is, for the 
entire winter season, average shipments to Europe totaled 470,000 
barrels per day of crude and products, of which only 240,000 barrels 
per day consisted of crude oil. In total, therefore, for the entire 
winter period, average daily shipments of crude oil from the United 
States were lower than in November, before the MEEC began oper- 
ating. The sum total of shipments to Europe, including products, 
from the United States, increased only from 421,000 to 470,000 barrels 
per day. Gasoline, of which Europe had more than enough, rose from 
33,000 barrels per day in November to an average of 62,000 barrels 
in December, January, and February. In the first 4 weeks of March 
shipments under the program improved. Crude oil was still not at a 
500,000-barrel-per-day level, but had risen to 387,000 and total ship- 
ments of crude and products reached 663,000 barrels per day. 

Turning from United States shipments to Europe to worldwide 
movements, analysis is somewhat more difficult. As of this date (June 
12, 1957), the MEEC has not made any statistical breakdown of 
how much oil reached Europe pursuant to schedules for which anti- 
trust immunity had been granted. ete 

The subcommittee requested of MEEC copies of all reports of 
action taken pursuant to schedules. Such reports of action imple- 
menting schedules, and progress reports on actions taken as had been 





* Appendix, p. 2412. 
% Appendix, p. 2134. 
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reviewed in the first six meetings of the Plan of Action Review Com- 
mittee were furnished. The most recent meeting of the review com- 
mittee was on April 12, 1957, and it was indicated that only one further 
meeting was planned to review the remaining progress reports. 
=n reports would cover remaining deliveries under actions reported 
earlier. 

The planned movements as noted by reports of action, and actual 
loadings as described in the progress reports, indicate the worldwide 
activities of the MEEC companies for which antitrust immunity was 
granted. Shipments of oil under these programs refer to all exchanges 
made to conserve tanker space on international oil movements and 
represent the major purpose of the entire MEEC program. 

The reports indicate that only 7 of the 15 MEEC members reported 
any actions under schedules. These companies are: Standard Oil 
Company of California, The Texas Co., Caltex (jointly owned by 
Standard of California and Texas), Sinclair, Jersey, Tidewater, and 
Socony Mobil. Almost one-fourth of Texas Co., and 16 percent of 
Standard of California’s arrangements were with Caltex, their jointly 
owned affiliate. 

The action and progress reports were analyzed separately. For 
example, an action report could describe an arrangement to exchange 
4 million barrels over a 4-month period. Others could refer to single- 
tanker movements. Progress reports, however, refer to actual load- 
ings of tankers in fulfillment of arrangements. In order to measure 
the impact of the program, the actions were analyzed with reference 
to the months in which deliveries were anticipated. In addition 
actual monthly loadings were totaled from progress reports. For 
example, if an arrangement was described as extending from January 
through March it was assumed that shipments would be spread over 
the entire period uniformly. All data were converted to barrels per 
day for comparative purposes. 

The results are as follows: 


Actions taken implementing schedules under plan of action 








[Barrels per day] 
Movements + Actual load- 
undertaken | ings as per 
for ship- progress 
ments to reports 
Europe 
oS Sra geben dd bande paiclinirém mais Sitdadcowae 117, 486 77, 264 
i a stg BE eoselicienanenen thie serh ak uadiibalin es iehelnrbiete ria wecepichatetianstnd 178, 422 191, 005 
iin actesteinemteddagdakbbimembeadatntsbivienetndbdaseneneccnens 214, 598 154, 828 
EL Mabe Baad dccbintbakilenditalenmbeedeknitemss iththktintbenssdansoddoninosa 198, 783 90, 148 
ith teat Een epatennineeradeiehnlid destin Edun leaisemntamiincaamnniet sama cl 116, 635 (@) 


hi ccsinelanehs Gina is cada eeassn baked teak breed eatesbascasubevwsn 17, 774 (1) 


1 Not available. 


The table indicates that while arrangements may have been made in 
December, actual loadings for shipment, arranged pursuant to MEEC 
schedules, first became significant in January. 

The importance of these planned movements and actual deliveries 
lies in their ratio to actual European imports from the free world. 
According to reports of the statistical subcommittee of the MEEC 
total imports to Europe west of Suez during the first quarter of 1957 
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were to average 2,690,000 barrels per day of crude oil and products. 
Actual Joadings pursuant to schedules in January equaled only 7 
percent of this figure and in February only 6 percent. Planned 
movements for the entire first quarter of 1957 souk a 7 percent 
of expected European imports. It is this 7 percent of total shipments 
upon which transportation savings were possible to free tanker space 
for additional shipments. The additional shipments resulting from 
transportation savings could only be a fraction of this, probably less 
than one-half. 

The material the staff has studied concerning the actual operation 
of the oil lift in summary indicates that with regard to shipments from 
the United States, individual companies without the need for antitrust 
immunity shipped substantial quantities of oil in November, before 
activation of the MEEC, and again in December before the program 
was well underway. With regard to worldwide movements under 
schedules, only 7 percent of total shipments were affected upon which 
savings could be made. 

The substantial investment by MEEC companies in the European 
petroleum industry, 25 percent of French, and 37 percent of British 
refining capacity,*® for example, certainly provided an incentive for 
American oil companies to ship oil to Europe. It is probable that this 
would have been sufficient incentive to ship as much oil to Europe as 
under the NEEC program. Cooperative industry action requiring 
antitrust immunity may not have been needed to deliver oil to Europe. 

Europe is not as dependent as the United States upon petroleum. 
The contribution of petroleum to the energy requirements of Europe 
is below the average of the world as a whole. In 1955, according to 
the OEEC, while oil supplied 37 percent of the world’s total energy 
supply, in Europe it supptied only 18 percent.” In the United States 
a comparable figure is about 40 percent, and more than 65 percent if 
natural gas in included.* In general it can be said, in retrospect, 
that the long-term implications of the Suez stoppage upon Europe’s 
energy supplies are more important than the immediate effect of the 
actual stoppage this last winter. Europe has been turning increas- 
ingly to oil as a source of energy in recent years, and a reappraisal of 
this trend will now undoubtedly occur. But what happened this 
last winter? 

furope did have stocks of petroleum upon which to draw. Also 
the petroleum industry, as we have seen, acted without Government 
help and made an attempt to keep European subsidiaries and affiliates 
supplied to the best of individual company abilities. Rationing 
reduced consumer demand and the weather helped considerably. 

In the month of January the area near London would normally be 
expected to have an average temperature of 43.5°. The average 
temperature was 3.1° higher. Assuming a temperature of 65° as 
the level above which no artificial heat is required, January heating 
requirements were 14 percent less than expected. Copenhagen was 
3.4° warmer than average or a saving of 12 percent in heating re- 
quirements. Oslo, Norway, has a similar January, while Berlin, 
Germany, had a 7.5 percent savings in requirements for heating. 

* Oil and Gas Journal, December 31, 1956. 


” Oil, the Outlook for Europe. The Organization for European Economic Cooperation, Paris, 1956, p. 13, 
* Mineral Facts and Problems, Bureau of Mines, p. 17. 
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In the month of February average temperatures in Western Europe 
were even more above average than in January. London was 3° 
higher, Paris was 7° higher and Berlin 7° higher. In terms of heating 
requirements London’s heating requirements are estimated to have 
been 15 percent less than expected, Copenhagen 17 percent less; Oslo 
5 percent less; Berlin 27 percent less; Paris, 34 percent less and Rome 
30 percent less. Various European company and Government repre- 
sentatives conceded frankly to Mr. McHugh that the mild weather 
Europe experienced this past winter prevented a serious crisis in Euro- 
pean fuel requirements. As a result they indicated that the joint 
industry-Government program was never really tested. MEEC op- 
erations during the Suez crisis provide no guide as to the value of this 
program for future crises, and as suggested previously, responsible 
Government agencies should devise new methods for handling future 
similar emergencies. 

It would appear that a principal justification for the program was 
the psychological effect upon our tien allies. Company cor- 
respondence indicates this as in this letter from London, November 
13, 1956, to the then general counsel of the Socony Mobil Co.: 


The psychological effect of the MEEC not being revital- 
ized can be extremely serious and even, in my opinion, lead 
to panic measures on the part of governments in control and 
regulation which the industry may never be completely freed 
from. * * * We feel, and this is supported by United States 
Embassy officials here in London and Paris, that even if 
MEEC could not be any more effective than what has already 
been done by the industry, it would be most desirable to have 
it officially announced as being reinstituted, or if this is not 
politically possible or feasible, then perhaps some alternative 
group could be set up for the same general purpose.” 


In other words, this program had tremendous implications for both 
the industry and for the foreign policy of our country. Some program 
was necessary, according to both industry and Government, but the 
method adopted was best suited to serve the interests of the oil 
industry. 

The actual and potential dangers to competition have been dis- 
cussed by Mr. McHugh. The oil lift to Europe was profitable to 
those who participated. At a MEEC meeting in September, the 
problem of compensation for abnormal movements was raised, and 
Mr. Coleman, chairman of MEEC and vice president of Jersey, stated 
that no action should be taken by Government until it could be seen 
what inequities arose. He noted that compensation was paid during 
World War II.” But in this case, as made abundantly clear, no 
company would be forced to do anything detrimental to its own in- 
terests. This was a voluntary program. 

The oil stoppage resulted in certain increased costs of oil to Europe. 
It is more expensive to ship oil around Africa than through the Suez 
Canal. But these additional costs of transportation were anticipated 
and petroleum prices were increased in Europe to compensate for 
them. For example, Jersey’s Netherlands Esso subsidiary, in a com- 


2° Appendix, p. 2410. 
%® Minutes, meeting No. 4 of the MEEC, September 19, 1956, p. 11, appendix, p. 1864. 
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munication to its parent company in New York, stated on December 
17, 1956: 


As you know, under the pressure of the oil companies, our 
Government has agreed to a surcharge of about $1 a barrel 
on the selling prices for bulk-fuel products effective as from 
December 1. From the amount created by this surcharge 
the extra cost—such as extra transportation costs, etc., as a 
consequence of the Suez canal situation—can be recovered as 
far as such cost is acceptable to the Government. 


And, in a memorandum of the executive committee of Jersey dated 
December 13, it is stated: 


A special study indicates that if the various assumptions 
hold, it is believed that the Middle East crisis will have almost 
no effect on the overall consolidated earnings outlook for 
1956, 1957, and 1958, since the resulting reduction in the 
earnings forecast for some affiliates will be offset by increases 
in the earnings predicted for others * * * the European and 
North African affiliates will fully recover all added costs, 
including higher freights through local price increases * * *, 


Although transportation costs increased, there were real economies 
too. The very nature of the MEEC program was predicated upon 
the assumption that there were real freight savings to be made so as 
to allow increased utilization of tankers. 

In the latter part of December, Gulf and Esso Export, a subsidiary 
of Jersey, entered into negotiations for the exchange of crude. Gulf 
would supply Esso Export’s refinery in England with Iranian and 
Kuwait crude which had been going to Philadelphia, and Esso would 
deliver Louisiana crude to Philadelphia for Gulf. The latter firm 
would pay Esso a quality differential based upon the difference in 
yields of the crudes. The two firms were to share the transportation 
savings. ‘The exchange involved 40,000 barrels per day. 

In the Gulf documents secured by the subcommittee this trans- 
action is discussed in some detail. ‘The exchange is summed up as 
follows: 


If Gulf utilizes its share of the transportation savings to 
sell Kuwait crude in northwest Europe on a delivered basis, 
it is estimated that Gulf will realize an overall profit of 
$0.33 per barrel after all taxes of Middle East crude delivered 
to Esso. 

* * * Expressed in another way, if Gulf delivers 40,000 
b/ed of Middle East crude to Esso and sells an additional 
6,000 b/ed Kuwait crude in Northwest Europe on a deliv- 
ered basis, Gulf’s overall profit after all taxes would be 
$13,000 CD.* 


This 33-cent profit per barrel is on the total shipment, not only on 
the extra oil that could be shipped due to the transportation savings. 
In January 1957 Gulf was scheduled to deliver 667,392 barrels 
to Esso and on February 1, 244,122 or a total of 1,911,514 barrels. 
On the above basis this would mean an increased profit in January of 
$220,239 and in February of $410,560 or a total of $630,799. This 
® Appendix, p. 2322. 


® Appendix, p. 2321. 
8 Appendix, p. 2522. 
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profit resulted from a joint arrangement between two companies 
made possible because of the waiving of the antitrust laws. This 
savings was not passed along to consumers but was reflected in higher 
earnings in the first quarter of 1957. If this profit per barrel is 
representative of the profits made on shipments of oil to Europe under 
MEEC schedules in the first quarter of 1957, companies realized a 
profit of more than $4 million. 

The first quarter of 1957 was a profitable period for the oil com- 
panies. In the first quarter of 1957 profits of the five largest members 
of the MEEC, Standard of New Jersey, Socony Mobil, Gulf, Texas, 
and Standard of California, increased 19 percent over the same period 
a year ago and ranged from 13 to 32 percent. 


Net return after taxes 
[One thousand dollars] 


1st quarter, | Ist quarter, Percent 
1957 1956 











increase 
Standard Oil Company of New Jersey-...........-..-.-------. 237, 000 205, 000 15.6 
Boeeety BAO GE ds dis lel didinwesd vcninicencckcuddeebowebtos 70, 000 62, 000 12.9 
ok 86|6f lnaeapcgentinnacqned 94, 938 71, 963 | 31.9 
Te Te rede bbb cS kk lo lo dd 86, 424 69, 958 23.5 
Standard Oil Company of Californmia...................-..---- 69, 473 61, 494 13.0 
OE aa premieres pes thie doplnnnsytiiap pub een 557, 835 470, 415 18.6 


The return on net worth for these same companies in the first 
quarter of 1957 is as follows: 


[Dollars in thousands] 





Earnings ist quarter 
Net worth after taxes, | earnings on 
Dec. 31, 1st quarter, | annual basis 




















1956 1957 as percent of 
net worth 

Standard Oil Company of New Jersey............-...-------- $5, 111, 442 $237, 000 18.5 
use eimprieanaincmetitetal 2, 074, 149 70, 000 13.5 
a eerenpeehopinheninintintinn 1, 908, 124 94, 938 19.9 
I A 1, 812, 816 86, 424 19.1 
Standard Oil Company of California.._..............--.--.--- 1, 690, 792 69, 473 16.4 
RN ee Re a arr wn canara 12, 597, 322 557, 835 17.7 


The return on net worth for Jersey for the entire year 1956 was 16.5 
percent. Nevertheless, the combination of price increase in January 
and record world consumption of petroleum, in spite of Suez, pushed 
Jersey’s earnings up significantly in the first quarter of 1957. 

In commenting on his firm’s record earnings, in the first quarter 
of 1957, the chairman of the board of the Texas Co. cautioned stock- 
holders not to expect similar gains in subsequent 1957 quarters. 
“Once the canal is open,” he said, ‘‘we will no longer be withdrawing 
from inventories to supply Europe.” The president of Gulf also 
warned stockholders, after announcing a 30-percent increase in 
earnings for the first quarter of 1957, that Gulf expects another good 
year of operations but the percentage gain might not be as large as the 
previous year’s gain. In summary, the Suez crisis was profitable. 
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IMPORTS 


The problem of imports as posed to the subcommittee was twofold. 
Independent producers declared that domestic production was not 
raised as much as desired during the period of the oil lift because of 
the high level of imports. Secondly, Caribbean oil, geographically 
closest to Europe, came to the United States instead of going to 
Europe during the height of the European shortage. In the first 
quarter of 1957, in spite of the attempt to move oil to Europe, imports 
into this country were equal to 93 percent of the amount imported a 
year earlier. Furthermore, the same companies operating the oil to 
Europe program were doing the importing. The failure to divert 
this oil to Europe demonstrates the inadequacy of the voluntary 
scheme when it required action contrary to the economic interests of 
the member companies. Imports from the Caribbean into the 
United States actually rose after the activation of the MEEC. 

Mr. Flemming stated to the subcommittee that he was disappointed 
to note an increase in shipments of crude oil from Venezuela to the 
United States.** When asked whether any effort was made by the 
MEEC to request importing companies to ship directly to Western 
Europe his answer was that it would not be within the authority of the 
MEKC to put pressure on the various companies to divert to Europe 
oil moving from Venezuela to the United States. 

The hearings indicated that the MEEC had no mechanism for 
dealing with the problem of imports. The schedules called for sub- 
stitution of Caribbean crude to United States refineries for Middle 
East crudes which were diverted to Europe. Supposedly American 
crude was then to replace Venezuelan crude under schedule 2, but 
this did not seem to work out, a condition blamed by Mr. Coleman, 
chairman of the MEEC, on the limitation of United States production 
by State regulatory agencies.** The schedules offered the possibility 
of transportation savings but MEEC could not compel tanker diver- 
sion of imports necessary for maximum shipments to Europe. The 
effect was that imports continued high and domestic producers were 
faced with the bewildering spectacle of European shortages, high in- 
ventories of petroleum products in the United States, and a high level 
of imports. Possibly this would have worked itself out in the long 
run, but the problem was short run, 


% Hearings, p. 46. 
% Hearings, p. 1188. 
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Comparison of imports into the United States and shipments of petroleum to Europe— 
MEEC members (December 1956-—January 1957 average) 


[1,000 barrels per day] 











Shipments to 
| Imports into Europe from 
the United United States 
States and other West- 
ern Hemisphere 
countries 
Standard Oil Company, New Jersey..... BO OBESS ead hi does 333.0 265. 5 
Gulf Oil Corp--..__- a lech atte cecal Tacaieacant ila tel ane 113. 7 37.0 
Socony Mobil Oil Co., ML Pers wiist: Se Oya veh 87.8 82.0 
Te NR IO. or kk i oh 8) sw ote ctitiwas 544 a 59. 5 109.3 
Standard Oil Company of California_ : am 12.1 Q) 
Sinclair Oil Corp___..._...-- Gi PIGRLLOLIL 70. 1 10.6 
Cities Service Corp-_._..-...-- i coat ; | 17.5 8.6 
Creole Petroleum Corp...____- : : | 0 167.0 
Tidewater Oil Co___. ; 5 Estewed ithititink nal 76. 2 0 
Standard Vacuum Oil Co____- E ich 0 0 
Arabian American Oil Co... Lis VEZ 5S esl AS. gid 0 0 
Getty Oil Co ra eee ill : 0 0 
Venezuelan Petroleum Co : : e2s. ret 0 7.5 
Caltex Oil Products Co_- bd jn dikes DEaha deena ddtkes 0 (2) 
0 


American Independent Oil Co-- spied canaanataaieacadliaaas elon 0 


1 Does not include activities of subsidiaries and affiliates. 
ne A <mmearben of Caltex and Texas Co. reports indicates inclusion of Caltex shipments with those of the 
exas Co. 


The closure of the Suez Canal complicated a solution to the long- 
term problem of a national policy for oil imports. The Director of 
the ODM informed the subcommittee that but for Suez he would have 
advised the President that imports were threatening to impair the 
national security.*® With the closure of the canal it was assumed 
that imports would decline. Companies which are members of 
MEEC, however, maintained high imports into the United States. 
Thus, in a period of bitter controversy as to an import policy, these 
companies imported oil to the detriment of the program and the 
domestic industry. It has been suggested that a reason for this high 
level of imports was the fear by importers that a restriction would 
weaken a future bargaining position before the ODM which still had 
under consideration the question of import limitations.* 

The Suez crisis postponed ODM consideration of the problem. 
The high level of imports following Suez and the sharp rise in imports 
in recent months has again brought this problem to a head. The 
Director of the ODM has certified to the President that imports are 
at a level that threatens to impair security and the President now 
must consider what action is needed.* 

The question as to the proper level of oil imports whether they 
should be zero, 16 percent, or 25 percent is complex and is for the 
Congress to study. It has not been given to this staff. A relevant 
topic, however, is the effect of import limitations upon the competitive 
structure of the industry. This is not only relevant but particularly 
pertinent at this time. Large-scale imports will not only affect do- 
mestic producers but also domestic refiners and competitive relation- 
ships in the entire petroleum industry. Whatever policy is decided 

% Hearings, p. 46. 

%a The reality of this fear is indicated by the base period chosen by the President’s Special Committee 
To Investigate Crude Oil Imports upon which company import quotas were decided. Actual imports in 
1956 as well as in the years 1954-55 were considered. 


#* Memorandum from Gordon Gray, Director, Office of Defense Mobilization, to the President, April 23, 
1957. 
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as to imports, and whatever method is adopted, will affect competition 
and industry structure. 

What is the present picture? At present a few major companies 
control the bulk of foreign petroleum production. These firms have 
the major concessions such as in Iraq, the Arabian peninsula and 
Venezuela. It is possible that with time more independent producers 
will go abroad and in addition local industry will expand. At such 
time, @ more competitive world petroleum market may develop. This 
does not appear to be a likely prospect in the short run, however. 

The discussion of import limitations has generally assumed a cut- 
back to some previous base period. The President’s Report on Energy 
Supplies and Resources Policy recommended that imports of crude 
and fuel oil be held to the proportion such imports bore to domestic 
production in 1954. The report stated that it was desirable that 
voluntary action be taken to restrict imports. The most direct 
approach to limitation suggested has been a quantitative restriction. 
At present, a voluntary plan of import restriction is spoken of. The 
antitrust implications of this have already been discussed. Any 
limitation in the form of quantitative restrictions opens a new Pan- 
dora’s box. 

Quantitative restrictions are a form of regulation. They ignore 
the price system and upset a free economy. They are not barriers 
which businessmen can recognize as costs. Furthermore, quotas 
require administrative decision. 

If we assume that some given quantity of oil will be allowed to 
come in, either measured in barrels or as a percentage of some base, who 
will be allowed to import? Whoever can has a right which is worth 
money. Various ways of distributing similar rights have been utilized. 
First there is the strict base period approach. Whoever imported 
in some base period can import now. This is similar to the OPA base 
period price approach. Whoever was lucky enough to have a high 
base period did well. Newcomers have difficulty and always labor 
under a disadvantage. It is also in the interest of the original im- 
porters to restrict import licenses. No base period distribution can 
be equitable. A base period is one slice of time, but we know that 
some firms grow and some firms die. The further from the base 
period, the more inequitable a base period distribution is. 

The base can refer to country by origin. In the oil industry for- 
eign production is based upon concessions. Those companies which 
produced in a base period will be able to import, and will import from 
those countries in which they hold concessions. Newly developed 
areas may suffer. It is also possible that in granting concessions 
countries will consider whether the proposed concessionaire has special 
import rights. 

One method suggested to restore equity in the granting of import 
rights is for the Government to suction such rights to the highest 
bidder. In this manner the Treasury would share in the profit of 
this right. These possibilities indicate the problems posed by 
quantitative restrictions. 

The effect of a quantitative import restriction upon the domestic 
petroleum industry imposed either by Government or by voluntary 
agreement should be considered carefully. Members of MEEC pro- 
duce about 30 percent of the crude oil produced in the United States. 
They control somewhat more than 50 percent of the refining capacity 
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of the United States. They have a significantly higher control over 
imports. In 1954, the year spoken of as the proposed period upon 
which to base imports, the MEEC members accounted for 82 percent 
of the imports of crude oil into the United States. 

It is clear that if imports are based upon 1954, the major compa- 
nies will have an advantage. In 1956 imports by MEEC members 
amounted to 73 percent of total imports in comparison with the 82 
percent previously mentioned for 1954. The 5 major companies in 
this group accounted for 68 percent of total crude imports in 1954 
but only 52 percent in 1956. It is not surprising, then, that when 
Mr. Flemming wrote to the various oil importing companies asking 
for voluntary limitations, 5 of the 8 MEEC companies contacted 
agreed to cooperate. A limitation to the 1954 pattern of imports 
would, with rapidly increasing use of foreign oil, provide the majors 
with an even greater control over the domestic petroleum industry 
than they now possess. 

A system of quantitative restrictions will not strengthen competi- 
tion in this industry but will discriminate against companies which 
have historically depended upon domestic oil and now seek sources 
abroad. It would be a reward for bigness and for cooperation in a 
foreign joint enterprise. The argument that quantitative restrictions 
are easily imposed and will do the job is an insufficient reason to 
adopt a program which will result in further concentration in this 
industry. 

THE WEST COAST PIPELINE CO. 


Mr. McHugh has described the overall antitrust problem of the 
ownership of pipelines by the major oil companies. A specific prob- 
lem to which the subcommittee addressed itself was the effort of a 
group of independent oil producers to build a pipeline from West 
Texas to Los Angeles. 

The West Coast Pipeline Co. was organized in 1950. Since that 
time it has been attempting to build a pipeline from the Permian 
Oil Basin to Los Angeles. At present there is no pipeline from this 
surplus oil area to California where a crude oil shortage exists.” It 
was charged that the West Coast integrated producers by holding 
down pipeline facilities have preserved for themselves the profitable 
west coast market which they would otherwise share with independent 
domestic producers. It was also charged that independent refiners 
were thus precluded from obtaining oil from independent producers. 

The extent of the control the integrated companies have over the 
industry on the west coast is set forth in the Government’s complaint 
in the antitrust suit filed in 1950.° The complaint alleges that 7 
major oil companies on the west coast produce 50 percent of all crude 
oil on the west coast; that they buy 90 percent of the crude produced 
by independents; that they own 77 percent of the oil-gathering pipe- 
lines and 97 percent of the oil trunklines on the west coast; that 
they own all the oil tankers and oil barges on the west coast; that 
“3 Hearings, p. 25. 

39 In 1956 the West Coast supplied 90 percent of its net domestic supply, in 1946 it was a net exporter of 
Bank by Kenneth E. Hill and John G. Winger, by the end of 1996, California had produced about half of 
its habe ultimate oil reserves and had cirendy passed its peak in sendsietlen ond drilling activity. 
Arthur Flemming, former Director of the ODM, in a statement on October 22, 1956, at a hearing on petro- 
leum, quoted the Presidential Advisory Committee as advising an exemption of district V imports from 


any limitation while the district is in the ne from a surplus to a deficit producing area. 
#® U.S. vy. Standard Oil Co. of California, et al., civil action No. 11584C. 
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they own 85 percent of the crude refining facilities; that they produce 
91 percent of the gasoline; and that they own 86 percent of the retail 
outlets for gasoline and oil products on the west coast. 

The experience of the West Coast Pipeline Co. is indicative of the 
difficulties encountered by independent producers to find a market for 
their oil. The backers of this company were willing to invest $22 
million in equity capital, equal to 20 percent of the total cost, but the 
remainder of the necessary capital was to be borrowed. This capital 
could be raised if west-coast refiners would make commitments to 
purchase given quantities of oil or if the Government would guarantee 
a private loan. A Government guaranty could be had if the ODM 
found the facility essential to national defense and issued a certificate 
of essentiality. 

With regard to the first alternative, 6 of the 7 major oil companies 
contacted refused to make commitments. An application to the Gov- 
ernment for a certificate of essentiality was filed in December 1953. 

The sponsors of the line charged that when they turned to the 
Government, they found that the Government agencies which con- 
sidered their application were surrounded by a complex of industry 
advisory groups dominated by the same major oil companies.“ In 
due course a decision was reached in 1955 not to issue a certificate of 
essentiality—the reasons given by the Government agencies for that 
decision being substantially the same as those advanced by the west- 
coast major oil companies for their opposition to the pipeline. 

Members of the subcommittee upon hearing of the difficulties 
experienced by this independent pipeline company were interested in 
determining to what extent the major companies operating on the 
west coast themselves benefited from rapid tax-amortization certificates 
of necessity granted by the ODM. Upon inquiry by the staff it was 
determined that seven companies operating on the west coast secured 
more than a half billion dollars of such tax-amortization certificates 
in the period 1951-56. 

Some of the very companies which have opposed the application 
of the West Coast Pipeline Co. have recently organized a pipeline 
company to transport oil from the Four-Corners area of Utah to Los 
Angeles. ‘This line would also have feeder lines in New Mexico.® 
Thus, while arguing before the Government that no need exists for 
the west coast pipeline, many of the same firms have organized another 
jointly owned pipeline company to bring oil to Los Angeles. Owners 
of this company include Standard of California, Shell Oil Co., Gulf, 
Richfield, Superior, and Continental. 

The subcommittee’s interest in this matter prompted it to dispatch 
letters to Gordon Gray and Judge Hansen, Director of the Office of 
Defense Mobilization and Assistant Attorney General, Antitrust 
Division, Department of Justice. The Assistant Attorney General 
was asked whether the construction of an independently owned 
Rr pipeline, as ot by the West Coast Pipeline Co. would 
e helpful in eliminating the monopoly practices complained of in the 


{! Hearings, p. 1567. 
® Announced January 28, 1957, by Standard Oil Company of California. 
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antitrust proceeding instituted by the Department of Justice in 1950. 
Mr. Hansen answered: 


* * * Tt is the opinion of the Department that construc- 
tion and operation of the proposed pipeline should be helpful 
in attaining and promoting competitive conditions in the 
west coast oil industry.® 


The letter to Mr. Gray explored the charges made to the subcom- 
mittee with regard to the influence exerted by the west coast inte- 
grated oil firms through industry advisory groups upon the ODM, 
and requested the basis upon which the certificate of essentiality for 
the West Coast Pipeline Co. was refused. In addition, the Director 
was asked whether he had consulted with the Attorney General and 
the Chairman of the Federal Trade Commission with reference to the 
effect of the construction of the proposed pipeline upon competition.“ 

It would appear that the Government should decide whether or not 
this pipeline should be built, without relying upon advice offered by 
representatives of a few major petroleum companies which will be 
competitors of this pipeline company and which control practically 
all existing pipelines. This case further emphasizes the success of 
the major il companies, through various industry advisory groups in 
influencing Government policy” and obtaining preferred treatment. 





# Letter from Victor R. Hansen, Assistant Attorney General, to Senator Joseph C. O’Mahoney dated 
April 23, 1957, appendix p. 2685. 

‘ Letter from Senator Joseph C. O’Mahoney to the Honorable Gordon Gray, April 3, 1957, appendix, 
p. 2670. 





STATEMENT OF LOUIS ROSENMAN, ATTORNEY 


THE DEFENSE PRODUCTION ACT 


The Defense Production Act is an emergency act. It was enacted 
in 1950 during the Korean conflict and the only justification for its 
continuance is that the world is in such an unsettled state that the 
United States must be constantly prepared for any emergency. The 
recent Middle East crisis with the resulting shutdown of the Suez 
Canal and destruction of pipelines, brought into the forefront one of 
the provisions of this act. 

Section 708, called the immunity section, is not one of the better 
known or widely discussed provisions of this act. It is, however, an 
extremely important and far-reaching piece of legislation. 

Section 708 (a) authorizes the President to consult with representa- 
tives of industry, business, financing, and others, with the view to 
encouraging the making of voluntary agreements and programs to 
further the national defense objectives of the act. Section 708 (b) 
provides, in part, that— 


No act or omission to act pursuant to this act * * * if re- 
quested by the President pursuant to a voluntary agreement 
or program approved under subsection (a) * * * shall be 
construed to be within the prohibition of the antitrust laws 
or the Federal Trade Commission Act of the United States. 


These and other provisions of section 708 authorize the President 
directly or his delegate, who must secure the approval of the Attorney 
General and must consult with the Chairman of the Federal Trade 
Commission, to exempt from prosecution actions taken by private 
business groups in violation of the antitrust laws, if such actions were 
requested in the interest of the national defense. 

In a report dated November 9, 1955, the Attorney General reported 
that since the enactment of the 1950 Defense Production Act, he had 
approved 77 voluntary agreements or “pools.” Of this number, the 
Attorney General reported, some 50 no longer were in effect and that 
there remained approved and in active operation, 18 Army integration 
committees, 2 Air Force production committees, 4 production pools 
and 3 nonmilitary agreements.' In general, the nonmilitary agree- 
ments are those agreements initiated by Government agencies to 
obtain cooperative activity from groups of competitors to deal with a 
particular defense problem. 

_ These voluntary agreements with immunity from antitrust prosecu- 
tion represent a departure from the traditional antitrust policies of 
the United States which can be justified only on the grounds of com- 
pelling national defense needs. Participants in these voluntary agree- 
ments are competitors in their everyday business affairs as well as 
in seeking Government contracts. Undesirable monopolistic prac- 


1 Attorney General’s Report on Review of Voluntary Agreement Program under Defense Production 
Act, November 9, 1955, hereafter referred to as A. G. Report on DPA. 
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tices, having adverse effects on our free competitive system, may con- 
tinue long after the duration of the agreements and the emergency. 

In 1950 Attorney General Howard W. McGrath, in his first report to 
Congress under the Defense Production Act, clearly set forth the 
potential effects of such agreements. He said: 


The use of voluntary agreements and programs to carry 
out the mobilization program may result in business enter- 
prises, vigorously competitive in normal times, evolving 
common courses of action to restrict production, retard 
technical development, limit expansion, reduce quality and 
raise prices. To the extent that the mobilization program 
requires joint action by businessmen, opportunities are 
presented to work out restrictive agreements either within 
or without the framework of a Government-sponsored pro- 
gram. It is important that the public need shall not become 
a cloak for concerted action undertaken privately to the 
public detriment.? ; 


The Senate committee considering the Defense Production Act 
heralded a warning. The committee said: ‘Your committee recog- 
nizes the dangers inherent in these programs and urges that the 
greatest of care be exercised in carrying them out.’”’* To minimize 
the anticompetitive consequences that joint activities might encour- 
age, as well as to keep a constant check on these inherently dangerous 
agreements, the Congress directed the Attorney General, in section 
708 (e): 


* * * to make, or request the Federal Trade Commission to 
make for him, surveys for the purpose of determining any 
factors which may tend to eliminate competition, create or 
strengthen monopolies, injure small business, or otherwise 
promote undue concentration of economic power in the course 
of the administration of this act. 


Under this section, the Attorney General was required to submit 
reports to the Congress and the President setting forth the results of 
such surveys and include recommendations as he may deem desirable. 

The Foreign Petroleum Supply Agreement has been accurately 
characterized by the Attorney General as ‘“‘by far the most important 
of the voluntary agreements under the Defense Production Act.” 4 It 
is under this agreement that the Government has acted in devising 
means to supply oil to Europe during the Suez Canal stoppage. A 
review of the composition and activities of the committee formed 
under this agreement reveals a continuation of the historical Govern- 
ment policy of preferential treatment of the oil industry. 


1951 VOLUNTARY AGREEMENT 


On June 26, 1951, shortly after the nationalization of Iranian oil 
facilities, the Attorney General approved an agreement entitled 
“Voluntary Agreement Relating to Foreign Supply of Petroleum to 
Friendly Foreign Nations.”” This agreement authorized the formation 
of a Foreign Petroleum Supply Committee for the purpose of channel- 

2A. G. Report on DPA, December 7, 1950. pp. 27-28. 


3S. Rept. No. 2250, 8ist Cong., 2d sess. 1950, p. 7. 
4A. G. Report on DPA, February 9, 1957, p. 16. 
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ing petroleum supplies to shortage areas resulting from the shutdown 
of petroleum producing and refining facilities in Iran. The Committee 
was also authorized to make surveys, obtain analyses, and maintain 
current information regarding foreign petroleum operations. A plan 
of action, promulgated simultaneously with the a, permitted 
cooperative action among the oil industry members in the fields of 
production, transportation, refining, and distribution of petroleum and 
petroleum products. ov 

The oil industry was successful in obtaining preferential treatment 
as this plan of action concededly contained compromises by the 
Department of Justice as well as the omission of certain safeguards. 
As the Attorney General noted, that Committee’s powers were broader 
than those permitted in other voluntary agreements, as such powers 
included the gathering of business information from competing enter- 
prises, the conduct of its proceedings under an industry chairman 
rather than a Government employee, and the employment of its own 
non-Government staff. 

On July 8, 1952, the Attorney General was advised by the Secretary 
of the Interior that the emergency situation necessitating this plan of 
action had sufficiently improved to warrant termination. However, 
the approval of this hei of action was not withdrawn until September 
6, 1952. On January 16, 1953, over the objections of the Petroleum 
Administrator for Defense (PAD) and other Government agencies, 
the Attorney General withdrew his approval of the basic voluntary 
agreement “‘as he felt its continued operation to accomplish the normal 
objectives of PAD was no longer justified with the passing of the 
Iranian crisis.’ Upon the withdrawal of the Attorney General’s 
approval, the oil companies discontinued operations under the 
agreement.° 

1958 VOLUNTARY AGREEMENT 


On June 1, 1953, less than 5 months after the 1951 agreement had 
been withdrawn, the Attorney General approved a new voluntary 
agreement entitled ‘‘Voluntary Agreement Relating to Foreign Petro- 
leum Supply.” Although no emergency existed in the free world’s 
petroleum-supply situation, this agreement was requested by the 
Director of the Office of Defense Mobilization and strongly urged by 
the Secretaries of Defense and Interior. This is the basic agreement 
under which the present oil-lift program operates. 

This agreement contemplated two types of activity: (1) The prep- 
aration of plans of cooperative action for solution of petroleum 
problems if emergencies should arise in friendly foreign nations; and 
(2) the gathering and evaluation of information and statistics. The 
first was permitted only upon a finding by the Secretary of the Interior 
that an emergency existed outside the United States. The second 
type of activity was to be conducted on a continuing basis.® 

The oil industry was once again accorded preferential treatment by 
the omission of the antitrust safeguard of a Government chairman as 
was included in other voluntary agreements.’ The failure to include 
this antitrust safeguard in this agreement gave rise to antitrust 
problems. 

A. G. Report on DPA, November 9, 1955, pp. 30-31. 


G. Report on DPA, November 9, 1955, p. 12. 
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1955 AMENDMENTS TO THE DEFENSE PRODUCTION ACT 


In 1955, the Congress considered bills to extend the Defense 
Production Act of 1950, as amended. Both House of Congress 
recognized the inherent dangers of voluntary agreements with anti- 
trust immunity, and restricted the scope of these agreements. The 
House amendment permitted the continuance of new and existing 
voluntary agreements covering military items, but terminated the 
antitrust exemption for existing nonmilitary agreements. Under 
provisions of the House amendment, the Attorney General would 
review the existing military agreements and determine if the antitrust 
exemption should be terminated. ‘The Senate bill permitted both new 
and existing voluntary agreements covering military items, and 
permitted existing nonmilitary agreements to continue, subject to 
review by the Attorney General to determine whether they should be 
terminated. The conference substitute, as later enacted, followed 
the language of the House amendment, but included the provision 
of the Senate bill which allowed existing nonmilitary, voluntary 
agreements to continue, subject to review by the Attorney General 
within 90 days. The Attorney General was directed to withdraw 
his approval if he found that the adverse effects of the existing volun- 
tary agreements on our competitive, free-enterprise system outweighed 
the benefits to the national defense. 

To keep a check on these agreements, Congress further amended 
section 708 (e) of the Defense Production Act to require the Attorney 
General to report to Congress and the President, at least once every 3 
months, the results of his studies of the voluntary agreements. The 
legislative history of the 1955 amendments reveals that Congress had 
misgivings regarding the anticompetitive effects of the voluntary 
agreements and desired that their authority be strictly limited. As 
noted in the conference report: ‘Both the Senate bill and the House 
amendment established more restrictive criteria under which such 
authority could be used.’’® 

The Attorney General’s review and determination is of major 
significance in view of the fact that the 1955 Amendments to the 
Defense Production Act prohibited new non-military agreements and 
Congress had deemed the Voluntary Agreement relating to Foreign 
Petroleum Supply a non-military agreement. Thus, were the At- 
torney General to withdraw his approval of this agreement and the 
Foreign Petroleum Supply Committee discontinued, a similar program 
could not lawfully be reinstituted without Congressional action.® 


1956 VOLUNTARY AGREEMENT 


On January 24, 1956, the Attorney General informed Arthur S. 
Flemming, Director of the Office of Defense Mobilization (ODM) 
that he had concluded that the adverse effects of the voluntary agree- 
ment upon the competitive, free-enterprise system outweigh its 
benefits to the national defense. On this same date, the Attorney 
General also informed the Department of the Interior and ODM “that 
only if the proposed changes or their substantive equivalent were 
agreed to could I permit the agreement, with its antitrust immunity, 
to stand.”’ 

®H. Rept. 1630, 84th Cong., Ist sess., 1955, p. 7. 


* A. G. Report on DPA, February 20, 1956, p. 56. 
10 A. G. Report on DPA, February 20, 1956, p. 56; See appendix, pp. 1989-1991. 
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The Attorney General’s proposed amendments required: 

1. A full-time salaried Government chairman for the com- 
mittee and all subcommittees; 

2. The committee staff be made up in whole full-time salaried 
Government employees; and 

3. The committee’s process for evaluating statistics be altered 
to insure that, from the process of evaluation, individual com- 
panies would be unable to deduce information of its competitors’ 
production or requirements." 

Secretary of the Interior Douglas McKay vehemently opposed the 
Department of Justice’s proposed antitrust safeguards. Mr. McKay 
complained that the proposed amendments would ‘‘emasculate’’ the 
entire agreement, and requested that the agreement be terminated.” 
On January 31, 1956, Acting Attorney General William P. Rogers 
replied to Mr. McKay’s letter of January 26. Mr. Rogers stated that 
he did not believe that the proposed amendments would emasculate 
the agreement. However, in accordance with Mr. McKay’s request, 
he withdrew the antitrust immunity for the agreement.” 

On the same date, January 31, 1956, Mr. Rogers wrote to Mr. 
Flemming, withdrawing his approval of the voluntary agreement re- 
lating to foreign petroleum supply.’* On February 3, 1956, Mr. 
Flemming telephoned and wrote Mr. Rogers suggesting the withhold- 
ing of final action until there had been further conferences.” On 
February 8, the Acting Attorney General concurred in this sugges- 
tion.'® 

The above revealing correspondence is indicative of the Depart- 
ment of Justice’s view as to the need for these antitrust safeguards in 
the voluntary agreement. The Attorney General’s action of Janu- 
ary 31, 1956, withdrawing his approval of the voluntary agreement, 
was never disclosed to Congress, and raises the question as to the 
legality of the reinstatement and continuation of this agreement. 
The 1955 amendments to the Defense Production Act prohibited new 
nonmilitary agreements, and Congress had deemed this agreement to 
be in that category. Upon withdrawal of the Attorney General’s ap- 
proval, the question is raised whether the current voluntary agree- 
ment could be reinstated without congressional authorization. 

On February 7, 1956, Mr. Flemming suggested a modification to the 
proposed amendment requiring the staff to be made up in whole of 
full-time, salaried, Government employees.” On February 21, 1956, 
the Attorney General agreed to this modification.’* This modifica- 
tion made it possible for the staff to be WOC’s (without compensa- 
tion) or WAE’s (when actually employed). In effect, this enabled the 
use of industry people on the staff of an advisory group, a practice 
very strongly criticized by Congress when they considered the 1955 
Amendments to the Defense Production Act. This act was amended 
in 1955 to spell out in detail the conditions governing the employment 
of pelgontbal serving without compensation. Section 710 states that, 
as far as possible, operations under the act shall be carried on by full- 
time, salaried, Government employees and that steps should be taken 


' Appendix, pp. 1989-1991. 
2 Td., at p. 1991. 
BId., at p, 1992. 
4 Thid. 
8 Appendix, p. 1993. 
6 Thid 


7 Id. at pp. 1993-1994, 
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to avoid any conflict between the governmental duties and the private 
interest of personnel serving without compensation. 

According to the testimony before this subcommittee, the proposed 
amendments under consideration were discussed at a Foreign 
Petroleum Supply Committee meeting on February 14, 1956, by the 
oil industry members with the representatives of the various Govern- 
ment agencies.” Present at this meeting, in addition to the oil- 
company officials, were Assistant Attorney General Stanley N, 
Barnes; Arthur S. Flemming, Director of ODM; Clarence A. Davis, 
Under Secretary of the Interior; Felix E. Wormser, Assistant Secretary 
of the Interior; and Hugh A. Stewart, Director of the Oil and Gas 
Division of the Department of the Interior. The oil companies 
vehemently opposed the proposed amendments, claiming they would 
reduce the effectiveness of the voluntary agreement. Both the Gov- 
ernment and the oil companies expressed the desire to perpetuate the 
agreement. The oil companies were well aware that, if the agreement 
were discontinued, they would not be able to control and administer 
any future oil programs with antitrust immunity. To avoid the 
alternative of a wholly administered Government oil program, the 
oil companies accepted the proposed antitrust safeguards. However, 
the Government and the oil companies agreed that the proposed 
antitrust safeguards would apply only to the gathering of information 
and statistics, and would be of no effect in case of an emergency 
necessitating the use of plans of cooperative action by the oil 
companies.”° 

However, in his supplemental report to Congress a few days later, 
on February 20, 1956, the Attorney General did not disclose that the 
proposed antitrust safeguards would not apply to plans of cooperative 
action. Nor was this reservation included in the amended voluntary 
agreement. A reading of the Attorney General’s report would lead 
Congress to believe that the antitrust safeguards applied to all 
activities under the voluntary agreement. The agreement to hedge 
these antitrust safeguards was first publicly revealed in testimony 
before this subcommittee. When Congress deems it wise to pass 
legislation requiring a report, it requires a full and forthright disclosure 
of all the facts. 

In effectuating his statutory obligation to review the voluntary 
agreement, the Attorney General reported on February 20, 1956, that 
he had concluded that the activity permitting the preparation of 
plans of cooperative action posed no antitrust problems. Although 
no plan of cooperative action had been proposed since the 1951 
Iranian crisis, the Departments of Defense and the Interior urged 
that this section of the voluntary agreement be kept intact. ‘The 
Attorney General stated: 


And since any future plan of action would have to be sub- 
mitted to the Attorney General, for approval, I offered no 
objection to this facet of the committee’s operation.” 


Evidently the Attorney General did not take into account and 
attempt to minimize the potential anticompetitive effects of any 
hastily conceived plan of cooperative action. The plan of coopera- 
tive action authorized ‘during the Iranian crisis in 1951 should have 

19 Hearings, p. 1051; see minutes of Foreign Petroleum Supply Committee, February 14, 1956. 


2 Hearings, pp. 1051-1052; see minutes of Foreign Petroleum Supply Committee, February 14 1956. 
21 A. G. Report on DPA, February 20, 1956, p. 54. 
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been an object lesson that hastily conceived plans would result in the 
omission of antitrust safeguards to the detriment of our free com- 
petitive system. Levene 3) 

With reference to the Committee’s activity involving the gathering 
and evaluating of information and statistics, the Department of 
Justice felt operations under the agreement raised real antitrust 
problems.” The Attorney General stated that careful examination 
disclosed that members discussed, on at least a country-by-country 
basis: Storage facilities, estimated crude production, estimated refinery 
output, consumption in relation to refinery output, aviation gasoline 
stocks, pipeline facilities, and estimated petroleum requirements of 
each country.” 

The Department of the Interior contended that individual company 
figures and estimates regarding requirements and production generally 
were not discussed. However, the Attorney General’s examination 
revealed that the Committee’s staff, appointed by members of the 
Committee and made up largely of oil company employees, received 
individual company figures and estimates. This, in effect, amounted 
to an exchange of one competitor’s production estimates with another.” 
The dangers to our free competitive system flowing from such activi- 
ties were clearly set forth by Assistant Attorney General Stanley N. 
Barnes in testimony before the Judiciary Committee of the House of 
Representatives. He stated: 


The problem here stems from the possibility of tacit set 
ment or overt pressure by agreement participants, which in- 
clude 14 of the principal oil producers, to abide by their 
production estimates. The effect would then be to make 
production estimates, in effect, production quota agreements. 

This possibility for abuse may be real. For agreement 
participants include 5 of the principal defendants and 6 more 
of the alleged coconspirators in our oil cartel suit. And, 
contrary to our suggested standard, the agreement does not 
provide for a Government chairman.” 


On May 8, 1956, the modified antitrust safeguards were incorporated 
into the Voluntary Agreement Relating to Foreign Petroleum Supply. 
As noted above, no mention was made in the text of this agreement 
of the understanding between the oil industry and the Government 
to bypass these antitrust safeguards in the event an emergency ne- 
cessitated the utilization of a plan of action. 


THE AUGUST 10, 1956 PLAN OF ACTION 


An emergency necessitating the use of a plan of cooperative action 
by the oil industry soon occurred. On July 19, 1956, the United 
States withdrew its offer to help Egypt build the Aswan Dem, and 
on July 26 Nasser retaliated and seized the Suez Canal. In a letter 
dated July 31 Mr. Flemming advised Secretary of the Interior Fred 
A. Seaton of the possible loss of the Suez Canal and the Middle East 
pipelines. He noted that after discussion with the Secretary of State 
and the Under Secretary of State he believed that an emergency 
2 Ibid. 

% Id. at pp. 55-56, 
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existed and suggested that Secretary Seaton make the same finding 
and request the Foreign Petroleum Supply Committee to prepare 
plans of action to meet such contingencies. Mr. Flemming recom- 
mended that “the Attorney General be requested to waive his rights 
to any early notification.” 7° 

On August 1, 1956, Mr. Seaton made the finding that a threatened 
emergency existed outside the United States. By copy of this letter 
Mr. Seaton formally notified the Attorney General of his intention to 
call upon the Foreign Petroleum Supply Committee to prepare plans 
of action and schedules to implement the plans.” 

At the hearing before this subcommittee, Mr. Flemming testified 
that the plan of action was prepared by the Department of the 
Interior and that he had approved it.* Mr. Hugh Stewart, Director 
of Interior’s Oil and Gas Division and the Government Chairman of 
the Foreign Petroleum Supply Committee, testified that the draft of 
the plan of action was produced by the members of the committee 
at a meeting in New York City on August 7, 1956, pursuant to his 
request of the same date. He stated that the plan of action was 
submitted to the Department of Justice on August 8 and that the 
following 3 days were spent in discussions with the representatives of 
the Office of Defense Mobilization, the Departments of Justice, State, 
and Defense, and the attorneys for the oil companies.” This testi- 
mony was questioned by members of this subcommittee as conflicting 
with the facts recited by Mr. Stewart in a speech before the National 
Petroleum Council on September 28, 1956. Mr. Stewart corrected 
his previous testimony and stated that the original draft of the plan 
of action was prepared by a group of oil-company lawyers on August 1 
in New York City.” 

Mr. Flemming testified that the Attorney General and his repre- 
sentatives had participated in the discussions involving the plan of 
action in the latter part of July.**. Assistant Attorney General Hansen 
testified that on July 31 or August 1 the Department of Justice began 
“our continuous process of informal consultation” * to keep abreast 
of the plan of action’s formulation. When questioned by this sub- 
committee, Judge Hansen admitted that his office had not participated 
in the drafting of the plan in New York City. He stated that al- 
though he had been in daily contact on the matter, there had been 
but two conferences.® 

From the record before this subcommittee, it is quite clear that the 
plan of action was drafted by the lawyers for the international oil 
industry and not by the Government. The Department of the In- 
terior’s Oil and Gas Division, staffed with many former employees 
of the petroleum industry and oriented toward the oil industry’s point 
of view, was the moving force behind the industry plan of action. 
The Department of Justice, having the duty to enforce the antitrust 
laws, was relegated to the role of revising an existing plan by incorpo- 
rating certain changes, rather than actively participating in the draft- 
ing of this plan to insure the maximum protection to our competitive 
economy. 

2% Hearings, pp. 574-575. 
27 Id. at p. 575. 

#8 Id. at p. 22. 

29 Id. at pp. 66-67, 71-72. 
3% Id. at pp. 638-639, 

31 Hearings, p. 22. 
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On August 9, 1956, the Attorney General submitted his quarterly 
report stating: 


The Department of the Interior has advised us that all 
members of the old Foreign Petroleum Supply Agreement 
have agreed to participate in the amended a described in 
my report of February 20, 1956. 

In accordance with the amended plan, a permanent staff of 
full-time Government employees is being gathered for the 
new Washington office. In the meantime, some of the staff 
formerly employed by the oil-company members have been 
put on the Government payroll as full-time employees. Of 
the two pending Committee Reports, one has been completed 
and the other is three-quarters finished.™* 


The above few meager lines are all that was deemed necessary by 
the Attorney General to report to Congress, notwithstanding that he 
was fully aware of the pending plan of action which would be pro- 
mulgated the next day. In testimony before this subcommittee 
Judge Hansen stated that it was his decision not to report to Congress 
the full details of the pending plan of action.™ 

Congress was not advised of all the facts. There is no reason why, 
in his August 9 report, the Attorney General could not have informed 
the Congress that the plan of joint action was being formulated and 
was nearly ready for adoption. 

On August 10, 1956, the Attorney General, as he later stated, 
“reluctantly”? gave his approval to the plan of action.*6 The plan 
created a Middle East Emergency Committee (MEEC), consisting 
of 15 major United States petroleum concerns engaged in foreign 
operations. The plan authorized activities by the MEEC which 
overlapped the functions of the Foreign Petroleum Supply Com- 
mittee.” To avoid the antitrust safeguards, the existing Foreign 
Petroleum Supply Committee was not utilized, but in its place was 
created a similar organization with a new name. In fact, the MEEC 
members were drawn largely from the membership of the Foreign 
Petroleum Supply Committee. 

Under the plan, the MEEC was authorized to estimate the petro- 
leum requirements, product by product, of each foreign country or 
area to be supplied, and the supplies available therefor, and prepare 
and submit recommended schedules to the Administrator of the plan 
for each such foreign country or area; make surveys and investigations, 
and obtain, analyze, and keep current information and data, with 
respect to foreign petroleum operations, and make recommendations 
with respect to stocks of petroleum to be maintained in friendly 
foreign nations. The MEEC was not to be fully activated until the 
Administrator had made a finding that a substantial Middle East 
petroleum transport stoppage had occurred. In such an event, the 
plan of action authorized some or all of the participants to take 
cooperative action through the use by any or all of the participants 
of the storage and transportation facilities available to any of them 
regardless of ownership. 

“A.G, Report on DPA, August 9, 1956, p. 23. 
% Hearings, p. 665. 
*A.G. Report on DPA, November 9, 1956, p. 28. 
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ANTITRUST SAFEGUARDS WAIVED 


As noted above, on May 8, 1956, the Government included three 
antitrust safeguards in the voluntary agreement providing for (1) 
Government chairman, (2) full-time staff of Government employees, 
and (3) nondisclosure of individual company data to competitors, 
The Government proved that it gave only lip service to these anti- 
trust safeguards when in August 1956, theyplan of action creating 
MEEC was adopted and these safeguards were waived. 

Whereas the voluntary agreement required full-time Government 
chairmen for the main committee as well as all subcommittees, the 
plan of action did not contain this requirement. The MEEC and all 
its subcommittees have operated under industry chairmen. 

Although the voluntary agreement provided for the use of full- 
time Government employees as the staff, the plan of action did not 
contain this requirement. The Attorney General approved this 
omission, notwithstanding that the day before he had reported to 
Congress that ‘“‘a permanent staff of full-time Government employees 
is being gathered for the new Washington office’ * of the Foreign 
Petroleum Supply Committee. The Attorney General has since 
stated that the Government staff could not be utilized since it was not 
yet fully organized.” 

While the plan provided that the facilities of the voluntary agree- 
ment for the collection of information, with its full antitrust safe- 
guards, should be used where possible, the Administrator made a 
finding shortly after the plan was promulgated that such use was not 
feasible! The limitations in the voluntary agreement upon the 
disclosure, exchange or discussion of information, were waived in the 
plan of action. 

The plan also provided that the confidentiality of estimates by a 
company of its individual future production or sales must be preserved, 
unless the Administrator found a substantial Middle East petroleum 
transport stoppage, or, with the approval of the Attorney General, 
that such limitation no longer serves the national interest. On 
August 14, Assistant Secretary Wormser issued his first request for 
information from the MEEC.* On that same date, Mr. Wormser 
made the finding that the restriction on exchange of information be- 
tween MEEC participants was no longer in the national interest. 
The Attorney General approved this determination on August 20, 
Thus, within 10 days after the promulgation of the plan, the ‘antitrust 
safeguard restricting the exchange of competitive information was 
waived. 

The chairman of the MEEC was asked why it was necessary to waive 
the restriction against nondisclosure. He offered no adequate expla- 
nation why individual company data could not be finneled through 
the Government to the MEEC without the necessity of disclosing 
this data to other MEEC members.* 

Mr. Flemming testified that the plan of action was in ‘‘conformity” 
and “harmony” with the voluntary agreement and did not modify 

3 Supra. 

# A, G. Report on DPA, February 13, 1957, p. 23. 
41 Id., November 9, 1956. p. 28. 

“2 Hearings, p. 676. 

“Td. at p. 677. 
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the voluntary agreement.” However, when questioned, Mr. Flem- 
ming readily admitted that the plan of action did not contain the 
rovisions for Government chairmen and a Government staff.” 

Notwithstanding the omission of antitrust safeguards in the plan 
of action, Judge Hansen testified that “the bulk of the voluntary 
agreement’s safeguards was carried over into the plan” which, he 
said, “preserved fully the substance with which we are concerned,” * 

However, the bulk of the antitrust safeguards mentioned by 
Judge Hansen were specified in the 1953 voluntary agreement and it 
was the inadequacy of these safeguards which led the Attorney 
General to conclude that the adverse effect of the voluntary agreement 
upon the competitive free enterprise system outweighed its benefits 
to the national defense. It was the failure of these safeguards which 
led the Attorney General to insist upon the inclusion of the three 
additional antitrust safeguards in the May 8, 1956, voluntary agree- 
ment. It was these latter safeguards which were waived in the plan 
of August 10. 


AMENDMENTS TO THE PLAN OF ACTION 


From mid-August until early December the MEEC’s activities 
consisted of the gathering of information and statistics. On October 
31, the Suez Canal was blocked and on November 3 the Iraq Petroleum 
Co.’s pipeline was disrupted. On November 30, the President in- 
structed Mr. Flemming to teke steps to activate the MEEC.” On the 
same day Mr. Wormser, as Administrator of the plan, made the formal 
finding as to the Middle East petroleum transport stoppage,” which 
brought into effect the provisions of the plan permitting cooperative 
action by the participating oil companies. The lapse of time between 
the promulgation of the plan of action on August 10, and the full 
activation of the operational activities of the MEEC on December 3, 
was explained by Mr. Flemming as due to the policy decision of the 
President. 

On November 29 Mr. Wormser formally proposed several amend- 
ments to the plan.” On November 30 the Attorney General received 
letters from Messrs. Wormser, Flemming, Deputy Secretary of 
Defense Reuben B. Robertson, Jr., and Acting Secretary of State 
Herbert Hoover, Jr., urging the activation of the MEEC.® On 
December 3 the Attorney General approved the amendments to 
the plan.™ 

Although section 708 of the Defense Production Act requires con- 
sultation with the Chairman of the Federal Trade Commission, the 
record before this subcommittee indicates this was not done. Mr. 
Flemming admitted that there had not been any prior consultation.® 
Judge Hansen testified that members"of his "staff! had"had two tele- 
phone conferences with the Federal Trade Commission, but regretted 
not consulting with them more.” 

Td. at pp. 15-16. 

Td. at p. 17. 
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The amendments approved by the Attorney General on December 
3 substantially broadened the area of operations of MEEC beyond 
the scope of the voluntary agreement and added new anticompetitive 
risks to the plan. 

These amendments provided in essence that: (1) Membership on 
the MEEC and participation in the plan of action would not be 
limited to oil companies with foreign operations; (2) the schedules 
implementing the plan of action would consist of broad programs; 
(3) the MEEC om its members could participate in actions or pro- 
grams requested by foreign governments or agencies designated by 
the Administrator; and (4) the MEEC members could take coop- 
erative action within the continental United States. 

From the outset it was quite apparent that efforts to supply the 
free world with oil would affect the entire economy of the United 
States. It is of utmost importance that any program, formulated 
and carried out in haste under duress of an emergency, should not 
be permitted to propagate monopolistic arrangements among the 
great international oil companies. In its efforts to scrutinize all 
operations under the plan, Senator O’Mahoney and the staff of this 
subcommittee held numerous conferences with the various interested 
Government agencies. At a conference with Messrs. Seaton and 
Wormser, Senator O’Mahoney suggested that a broadening of the 
membership of MEEC to include representatives of the domestic oil 
industry would decrease the risk of permanent injury to our com- 
petitive free enterprise system. Since the adoption of the amend- 
ment opening the membership of MEEC, Mr. M. H. Robineau, 
eo of Frontier Refining Co., has been added as a member of 

The amendment allowing implementing schedules to consist of broad 
programs and the amendment permitting the MEEC and its members 
to participate in programs requested by foreign governments or 
agencies, raise grave antitrust dangers. 

Under the original plan, implementing schedules were to be set 
forth in detail and approved in advance. These schedules were to 
cover each transaction between and among the members of MEEC 
as to transportation, distribution, purchase, loans, sales, or exchanges 
and alterations in the rate of production of crude oil and petroleum 
products. Under the amendments approved on December 3, sched- 
ules were issued which set forth the broad objectives only, and the 
MEEC members were permitted to act in concert without any advance 
approval of their transactions. The Attorney General reported that 
the antitrust exemption would extend only to action that is fully 
reported and would thus narrow the anticompetitive risks. Under 
the amendments the transactions would be reported to the Govern- 
ment after they had been completed and would be subject to a review 
by a Government committee. 

This review committee was established on January 11, 1957, by 
Mr. Wormser and held only six meetings between January 25 and 
April 12, 1957. The Department of Justice took the position it 
would not approve or disapprove any of the reports filed. It is quite 
clear that the Government was not supervising the details of the 
transactions by the MEEC members. 


% Hearings, p. 73; appendix, p. 1981. 
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The anticompetitive risks were also increased by the amendment 
permitting the MEEC members to cooperate with foreign govern- 
ments or their agencies ‘‘whether or not such programs or actions are 
covered by aschedule.”’ Thére are inherent cartel dangers in allowing 
American international oil companies sitting as the MEEC to cooper- 
ate with other international oil companies functioning as agencies of 
foreign governments. In justifying this amendment Government 
witnesses testified that the only foreign government agencies or com- 
mittees which have been designated by the administrator of the 
plan are the oil committee of the Organization for European Economic 
Cooperation (OEEC), its oil committee and the industry advisory 
group established by OEEC, the Petroleum Industry Emergency 
Group (OPEG).* However, the member companies of OPEG have 
been described in the Government’s oil cartel suit, as part of the con- 
spiracy of worldwide division of markets, To allow these companies 
to take cooperative action, opens the door for continuation of business 
practices which the Government in its suit claims are illegal. Mr. 
McHugh has already noted how OPEG—MEEC operations enabled 
the world-cartel partners to act so as not to disrupt existing market 
patterns. 

It is suggested that the amendment permitting MEEC members 
to take cooperative action within the continental United States was 
as unlawful extension of authority. The very essence of the voluntary 
agreement relating to foreign petroleum supply, as its name indicates, 
is designed to deal with foreign operations and supply. This amend- 
ment was an attempt to bring unauthorized domestic operations or 
transactions within the antitrust immunity provisions of the voluntary 
agreement and the plan of action. 

An example of this is schedule 4 of the plan of action, approved 
and issued on January 24, 1957. This schedule granted the MEEC 
members antitrust immunity and the power to make arrangements to 
change operations of pipelines and other transportation facilities 
within the United States. Mr. Wormser, who issued and approved 
this schedule, testified that the oil companies “felt that they ought to 
have antitrust immunity if they were even to discuss that with their 
competitors.” * Mr. Wormser also stated that it was his understand- 
ing that the rearrangement of domestic pipelines could not be carried 
on unless pursuant to a schedule clothing the transaction with in- 
munity.” At the hearing before this subcommittee, Mr. Wormser 
announced that he had given instructions to the MEEC that no action 
should be taken under schedule 4 without 72 hours’ notice and that, in 
effect, it had been suspended.® In explaining his action, Mr. Wormser 
stated: 


I discovered there was some feeling that putting 
this schedule into operation would spill over into the do- 
mestic area to the detriment of the domestic independ- 
ents. * * * 64 


_ Nevertheless, the staff of this subcommittee, during the course of its 
investigation, discovered at least two instances when MEEC members 
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took joint action to reroute domestic pipelines before the issuance 
of schedule 4 on January 24, 1957. The minutes of the meeting of the 
MEEC supply and distribution subcommittee of January 4, 1957, 
reveal that schedule 4 was proposed by Gulf Oil Corp. who had already 
worked out one such arrangement and had arranged another.® 
Testimony before this subcommittee revealed that one of the arrange- 
ments involved four companies, each owning a pipeline.® 

It should be noted that the joint arrangements were undertaken 
prior to the issuance of schedule 4 on January 24, 1957, and therefore 
not within the immunity protection of the plan of action. At a 
meeting of the MEEC on January 4, 1957 R. S. Fowler, director of the 
voluntary agreement, stated that schedule 4 was necessary in order to 
invoke the immunity protection of the plan of action and that this 
protection would also flow to the other companies who were not par- 
ticipants to the plan.” 

In testimony before this subcommittee, Judge Hansen stated the 
Department of Justice had approved schedule 4 and that in the absence 
of a schedule authorizing some kind of joint action by the companies 
with reference to pipelines, this type of activity “might well be” in 
violation of the antitrust laws.® In his February 9, 1957, report to 
Congress, the Attorney General, commenting on the operations of 
the amended plan of action, stated: 


* * * In the United States, joint action has been taken to 
alter the flow of certain pipelines, and combine the operations 
of others * * *.® 


When questioned about this statement, Judge Hansen stated: ‘I do 
not know of any other basis that it could be done under other than 
schedule 4. Therefore, my conclusion is that it comes within sched- 
ule 4.” After further discussion, Judge Hansen agreed to review 
these transactions, and stated that action will be brought if they were 
in violation of the antitrust laws.’ No report to this subcommittee 
has yet been made.” 


SUMMARY AND CONCLUSIONS 


In net effect, the type of plan of action which was created under 
the voluntary agreement as amended in May 1956, exceeded the law- 
ful scope of this agreement. The establishment of the MEEC through 
the guise of a plan of action was a device to bypass the congressional 
intent to limit the scope of voluntary agreements and raises a serious 
question as to whether or not the MEEC was in violation of the 
Defense Production Act, as amended in 1955. 

In permitting the agreement to continue in 1956, Congress had 
assumed that future plans of action would be strictly limited by the 
provisions of the agreement with its existing antitrust safeguards. It 
certainly did not contemplate a newly created committee operating 
without the antitrust safeguards. Moreover, Congress did not con- 
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template the extension of this agreement to affect domestic petroleum 
operations, a concept wholly alien to the basic voluntary agreement. 

Mr. Wormeer testified that time was not available to work out long- 
range plans ® and it was concluded to use a program similar to the 
one used in 1951 during the Iranian oil crisis.“ Mr. Flemming testi- 
fied that no alternative plans were considered but it was assumed 
that this was the only way in which the Government would proceed.” 
He estimated that 6 months would be required to organize and staff a 
Government agency to direct the program.”® In contrast, Assistant 
Attorney General Hansen testified that alternatives were considered 
but that time was of the essence” and that the plan of action was 
“the only feasible method to meet the emergency.” He testified 
that consideration was given to the possibility of using priorities and 
allocations powers under the Defense Production Act which would 
allow the Government to direct the movement of American oil with- 
out involving the companies in any joint action having antitrust im- 
munity. Judge Hansen referred to the letter of November 30, 1956, 
from Mr. Flemming to the Attorney General, which discussed this 
possibility.” This letter states: 


Under existing statutory authority this Government may 
allocate materials in the interest of national defense with- 
out the consent of the industrial concerns involved and it 
would, therefore, be theoretically possible for the Govern- 
ment to direct the movement of all oil subject to American 
jurisdiction without involving the companies in any joint 
action having antitrust implications. Such a procedure 
would, however, have several deficiencies, any of which 
would make it ineffective in the relief of the existing stoppage. 


In commenting on the above, Judge Hansen testified: 


In short, we might have been able to direct, to some 
extent, the United States’ companies in their world move- 
ments of oil. But the major portion of the oil concerned 
was produced for foreign distribution. And a large share of 
it was controlled by foreign companies and foreign govern- 
ments. Serious problems of jurisdiction thus rendered this 
alternative unfeasible.® 


Notwithstanding the testimony that time was not available to work 
out any alternative mode of operation, evidence and testimony before 
this subcommittee indicate that 8 or 9 months prior to the Suez 
stoppage the Government actively considered the possibility of an 
interruption in the flow of oil from the Middle East. 

In a speech before the National Petroleum Council, Mr. Stewart, 
Director of the Office of Oil and Gas of the Department of the Interior, 
stated that as early as March 1956 his office had begun reviews and 
made its first study and appraisal of what an interruption in the flow 
of oil from the Middle East might mean to the national defense of the 
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United States. Mr. Stewart testified that his information concerning 
the unrest in the Middle East came from the State Department.® 

In their zeal to turn over responsibility for the program to private 
industry, Government officials did not appear to have given sufficient 
consideration to an alternative program directly administered by the 
Government. Despite the admission that the Government had power 
under the priorities and allocations provisions of the Defense Produc- 
tion Act to direct oil shipments to Europe, the operation of the oil 
lift program was turned over to private industry in accordance with 
the basic principle stated by Secretary Seaton of letting “the industry 
handle this problem to the maximum extent possible with the least 
Government interference consistent with the national interest and 
Federal law.’”’® In view of the fact that in early 1956 the Government 
first began formulating plans to meet a Middle East oil crisis, specific 
legislative authority to meet this emergency should have been sought, 
thus obviating reliance upon a plan of action of doubtful legality. 

The petroleum shortage in Western Europe as a result of the Suez 
crisis has now ended. ‘The operational activities of the Middle East 
Emergency Committee have been formally terminated. On May 23 
Secretary Seaton wrote the Chairman of the MEEC that schedules 
1, 2, and 3 would terminate on May 31, 1957.8° Under the circum- 
stances, and in view of the dangerous consequences to competition 
from this type of program, it would seem appropriate for the Attorney 
General to take immediate steps to withdraw his approval of the plan 
of action creating the MEEC. The responsible Government agencies 
should amend the Voluntary Agreement Relating to Foreign Petroleum 
Supply by removing the section which authorizes plans of joint action. 
If the interests of national defense require, those provisions of the 
voluntary agreement providing for the gathering of information should 
be left intact. However, the Scapbabible Government agencies should 
immediately proceed to devise new methods for dealing with possible 
future oil emergencies through Government organization. Specific 
legislative authority should be requested, if needed. The use of oil 
industry personnel on a voluntary basis or as advisory committees to 
formulate and determine governmental policies should be prohibited. 
It is suggested that legislation be enacted requiring all advisory com- 
mittees and voluntary agreements to be chaired and supervised by 
full-time salaried Government employees. 

81 Hearings, p. 640. 
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MINORITY VIEWS 


MINORITY VIEWS OF SENATOR EVERETT 
McKINLEY DIRKSEN 


Senator Dirksen expresses his views by disagreeing emphatically 
with the position taken by the majority report on the so-called oil-for- 
Europe program. The minority, fully realizing the grave responsi- 
bility upon Congress and others whenever any crisis develops such as 
the stoppage of the flow of oil around the world, still believes that one 
must be objective and realistic in reviewing the so-called oil-for-Europe 
program. 

Before discussing the various issues raised at the Senate hearings on 
the oil-lift operation, it would do well at this time to present in this 
report brief references as background material. 


I. Score or InQuIRY 


(A) INTRODUCTION 
(1) Chronology 

September 8, 1950: Defense Production Act of 1950 signed by 
President Truman. 

December 16, 1950: As result of Korean invasion President Truman 
declared national emergency and created Office of Defense Mobiliza- 
tion. 

Spring 1951: Iranian crisis. 

June 25, 1951: First Petroleum Voluntary Agreement under the 
Defense Production Act, 1950. Foreign Petroleum Supply Committee 
(FPSC) appointed. 

July 26, 1951: Plan of action of Iranian crisis. 

July 8, 1952: Plan of action revoked. 

May 1, 1953: A new voluntary agreement became effective. 

May 8, 1956: Approval of amended voluntary agreement. 

July 26, 1956: Suez Canal nationalized by Egypt. 

July 31, 1956: Dr. Flemming, ODM, wrote Interior alerting it of 
Suez crisis. 

August 1, 1956: Interior acknowledges crisis by oil stoppage to 
United States defenses and security. 

August 7, 1956: Plan of action recommended by FPSC. 

August 10, 1956: Attorney General approves plan of action. 

October 31, 1956: Suez closed to traffic. 

November 3, 1956: Iraq pipelines wrecked. 

November 30, 1956: President authorizes operation of MEEC. 

December 3, 1956: Amendments to plan of action. 

December 7, 1956: Schedules issued implementing plan of action. 

January 3, 1957: Humble Oil announces price increase followed by 
other companies on later dates in January. 
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January 24, 1957: Additional schedules issued. 

February 5, 1957: Senate joint subcommittees begin hearings. 

April 18, 1957: Government announces suspension of oil lift to 
Europe. 

May 31, 1957: Schedules expired. 

Contrary to the impressions conveyed by the majority report, the 
administration did not embark on a new method of dealing with an 
international oil supply emergency. It used a method which had 
been tried by previous administrations and had been proven highly 
successful. In fact, the oil companies requested by this administra- 
tion to participate in the Voluntary Agreement for the Oil for Europe 
Program are essentially the same companies which a previous adminis- 
tration of a different political party asked to perform a similar service 
in virtually an identical way several years earlier.! 

The voluntary agreement program was not, as the majority has 
suggested, conceived by the oil companies to conspire with each other 
and with the present administration. The record shows that the 
majority is clearly wrong. ‘The administration asked the companies 
to cooperate, just as previous administrations had done. 

Also, it should be noted that neither does the record support the 
majority’s contention that the integrated companies dominate, pre- 
vent, or have the power to destroy the operations of independent 
refiners and producers. We agree with the majority that the petro- 
leum industry is a highly dynamic segment of the economy. The 
record shows the independent producers and refiners to be strong and 
healthy elements in the industry and highly successful in their 
operation. 


(2) Problems created by oil stoppage 
Mr. Stewart P. Coleman, chairman of the Middle East Emergency 
Committee and vice president of Standard Oil Company of New 
Jersey, in his prepared statement, at pages 5, 6, and 7, submitted to 
the Senate joint subcommittee hearing on March 3, 1957, concisely 
stated the many serious problems created by the Middle East oil 
stoppage: 
Many serious problems were created by the great sudden 
and violent shifts in free world oil movements that threatened 
to result and then did in fact result from the Middle East 
crisis. ‘There were powerful, radiating, and complicating 
impacts upon peoples, governments, and industry. The 285 
million people that live in the 17 OEEC countries of Western 
Europe were threatened with economic and industrial dis- 
locations and shortages. The governments of those countries 
had to face the possibilities of all the problems to which those 
dislocations and shortages might give rise. The Middle 
East governments were faced with serious cutbacks in their 
oil production and substantial and, in some case, very grave 
decreases in their national revenues. Our own Federal 
Government faced, of course, many serious political and 
economic problems. 


1 See exhibit at end of this statement. 
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The minutes of meeting No. 7 on December 3, 1956, con- 
cerning the statements of Dr. Flemming, Director of the 
Office of Defense Mobilization, are as follows: 

“He emphasized that the situation, particularly in Western 
Europe, was very serious and threatened to weaken the 
NATO alliance and that he was sure that all of the members 
of the Middle East Emergency Committee could appreciate 
the significance of the relationship between what the com- 
mittee was being requested to do and our Government’s 
foreign relations, particularly with the NATO countries. 
He emphasized that anything and everything that can be 
done by the Middle East Emergency Committee to make 
effective its operations to meet the foreign petroleum emer- 
gency would be a major contribution to the security of the 
Nation at a critical point in its history.” 


«* * * Mr. Moline stated that the prime motivation of 
the Department of State in urging that the committee be 
requested to take steps to meet the foreign petroleum emer- 
gency was to stop the exceedingly fast drift of the situation 
into an unsatisfactory position in Europe. He stated that 
the State Department was well aware that there would be 
shortages of petroleum in Western Europe despite all efforts 
that could be made by the Middle East Emergency Com- 
mittee, but he stated that even the announcement of the 
fact that the committee was being requested to take action 
had helped to stop the rise of anti-American feeling among 
the European nations and that the committee’s actions could 
at least make sure that no military shortages developed in 
Western Europe. He informed the committee that the 
State Department had cautioned the European nations that 
the shortages resulting from the disruption of Middle East 
supplies could not be made up completely. Mr. Moline 
added that he would be glad to discuss later the organizational 
arrangements that were being made for coordination with 
the Organization for European Economic Cooperation and 
particularly an industry advisory group of that Organization 
(OPEG) that had been set up on the previous Friday.” 

Every segment of the world oil industry was affected in 
varying ways and to varying degrees. The American oil 
companies engaged in foreign operations, as well as other 
companies engaged in the international oil business, found 
themselves suddenly unable to supply their customers in 
Western Europe and north Africa. Consumers in the 
United States were apprehensive that they might suffer 
petroleum shortages because of diversions of oil to Europe. 
Producers, refiners, and marketers of oil in the United 
States faced a variety of uncertainties caused by the stoppage. 
Tanker owners found, of course, a swift rise in requests for 
their ships, while owners of oil in the United States and 
Caribbean Gulf felt a rapid increase in demand for their 
goods.” 
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Also with respect to the comments of Mr. Moline of the Department 
of State, the minutes state: 
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In the words of the chairman, the purpose of the meeting was to 
confer with the reperesentatives of the executive branches of the 
Government about details of the plan by which this Government is 
attempting to aid its Western European allies by substituting petro- 
leum and petroleum products for the flow from the Middle East 
which has been suspended by the blockade of the Suez Canal. And, 
secondly, to ascertain the reasons for the increase in the price of crude 
oil on January 3, 1957, followed by increases in the price of fuel oil 
distillates, gas and other oil products to consumers in the United 
States and the relationship of such price increases to the Suez crisis, 

However, the scope of the inquiry was enlarged to include the 
following problems cited on page 12 of the transcript of June 12 1957: 

(1) The effects of imports upon development of the domestic 
oil industry; 

(2) Control of major oil companies over transportation of 
petroleum and petroleum products, particularly pipelines; 

(3) Attempts to construct an independent pipeline to the 
west coast; 

(4) Depletion allowance of major oil companies granted for 
their foreign operations; 

(5) Competitive implications of joint ownership in the oil 
industry ; 

(6) Aramco arrangements for profit sharing with Saudi Arabia 
resulting in payment of no American income tax; 

(7) Oligopoly pricing pattern for crude oil and price leadership 
in sale of products; 

(8) Advantages of major integrated companies over independ- 
ent producers and refiners. 


(B) THE HEARINGS 


The Senate hearings on the oil for Europe program were conducted 
jointly by the Subcommittee on Antitrust and Monopoly of the 
Committee on the Judiciary and the Subcommittee on Public Lands 
of the Committee on Interior and Insular Affairs. The hearings began 
on Tuesday, February 5, 1957, and proceeded for a period of 18 sepa- 
rate hearing days ending Friday, March 22, 1957, covering over 
3,223 pages ‘of transe ript exclusive of insertions which must be printed 
into the record. 

During the course of the hearings, we had as witnesses representa- 
tives of the executive and legislative branches of the Federal Govern- 
ment, State and municipal officials, officials and representatives of all 
facets of the oil industry—production, refining, transportation, and 
marketing—and interested organizations and individuals. 


Cc E STA RE RTS ON EMERGE}! ) >ROGRA!I 
(C) THE STAFF REPORTS ON EMERGENCY OIL PROGRAM 


On Wednesday, June 12, 1957, the Senate Antitrust and Monopoly 
Subcommittee attempted a departure from its long-established pro- 
cedure of executive sessions in consideration of its ‘proposed reports. 
This departure was in the form of staff assistants presenting facts, 
conclusions, and recommendations in an open public session rather 
than an executive session. Certain of the staff’s facts, conclusions, 
and recommendations were erroneous or ill-founded. 
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Unfortunately, the various appropriation bills were being discussed 
in the Senate during those days and on the morning of June 12, the 
Senate went into session at 9:30 a. m., which prevented several 
members of the subcommittee being present. 

It should be pointed out at this time, only 2 staff assistants pre- 
sented their reports and the other 2 were filed without the opportunity 
of close examination by the Senators of the subcommittee. In brief, 
the minority will strongly recommend in this report that such a 
departure from the established procedures of considering reports of 
subcommittees in executive sessions will never again be permitted. 


Il. Masortty Rerort’s ConcLusions AND RECOMMENDATIONS 


While majority recommendations and conclusions appear elsewhere 
in this consolidation of majority and minority reports, they are again 
set down here to facilitate the examination of the minority report’s 
summaries and conclusions, They are as follows: 

1. The recommendation of the President’s Cabinet Committee to 
restrict oil imports through voluntary agreement raises serious 
questions concerning the legality of such an agreement under the 
antitrust laws. It has definite anticompetitive implications and 
tends to preserve the market position of the international oil 
companies. A flat percentage cutback imposed on the major 
importers, predicated upon a historical base period, perpetuates the 
market shares which the Department of Justice charged in its cartel 
suit against these importers were arrived at by illegal agreements for 
dividing up world markets. The Cabinet Committee’s program will 
discourage both new entry and growth of smaller importers because 
it requires the consent and cooperation of the dominant international 
oil companies who would have to share a part of their own quotas. 
In addition, major importers possessing high import quotas will be 
advantaged in negotiating with foreign governments for future 
concession rights to the detriment of any new or recent importers. 
The voluntary agreement as recommended by the Cabinet Committee 
restricts only crude oil, and further benefits the integrated inter- 
national oil companies which operate refining facilities abroad and 
which can readily shift their imports from crude oil to products. 

2. The creation of the plan of action setting up MEEC, with im- 
munity from the antitrust laws, was an improper delegation of 
essential governmental responsibility to a group of privately owned 
international oil companies. These private oil companies, some of 
whom are defendants in pending Government antitrust and over- 
charge suits, were entrusted with administering a program in which 
their pecuniary interests conflicted with the objectives sought by the 
Government. In their zeal to turn over responsibility for the program 
to private industry, Government officials did not appear to have 
given sufficient consideration to an alternate program directly 
administered by the Government. 

3. The 1955 amendments to the Defense Production Act strictly 
confined future voluntary agreements among industrial competitors, 
In carrying out defense objectives, ‘‘to equipment used primarily by 
or for the military.’’ Congress had deemed the existing voluntary 
agreement relating to foreign petroleum supply a nonmilitary agree- 
ment. The plan of action with its amendments, created under the 
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existing agreement, exceeded the lawful scope of this agreement. This 
plan of action was a device to bypass the congressional intent to limit 
the use of such voluntary agreements. 

4. The United States has assumed responsibilities to its allies*in 
Western Europe and the Middle East, as evidenced by NATO and 
the Middle East resolution. ‘The Suez crisis called for positive Gov- 
ernment action to insure equity toward both producing and consuming 
countries, and to guarantee that the resulting dislocations did not place 
undue economic burdens on these countries. In conferring authority 
upon the international oil companies to carry out the MEEC program, 
the Government delegated responsibilities which vitally affected the 
foreign policy of the United States. The abdication of the obligation 
to meet these responsibilities to private corporations is inconsistent 
with the duty of the Executive under the Constitution to formulate 
and administer the foreign policy of the United States. 

5. There was no clear showing that cooperative industry action 
requiring antitrust immunity was needed to deliver oil to Europe 
under the program while the Suez Canal was blocked. In view of 
substantial shipments by individual companies in November before 
activation of MEEC, and the normal market incentive of American 
oil companies to protect their investments in European refineries and 
to serve their European customers, there is reason to believe that 
shipments of individual companies would have approximately equaled 
total shipments made under the MEEC program. 

6. In early 1956, when the Government first began formulating 
plans to meet a Middle East oil crisis, specific legislative authority 
should have been sought, thus obviating reliance upon a course of 
action of doubtful legality. 

7. The membership of MEEC was limited to certain major oil com- 
panies with foreign operations, thus ignoring the interests of inde- 
pendent producers, refiners, distributors and consumers, all of whom 
were affected by the program. In addition, if Venezuelan residual 
oil destined for industrial use in the United States had been diverted 
to Europe, some of the resulting shortage in this country could have 
been met or substantially alleviated by domestic coal. Nevertheless, 
the executive branch did not seek the participation of the coal in- 
dustry in formulating its program to help Western Europe’s fuel 
shortage or even to obtain its views concerning the effects of the 
program. The general public good cannot be served by delegating 
to one branch of an industry responsibility for a program affecting 
many different segments of the economy. 

8. The failure of MEEC companies to divert Venezuelan oil ship- 
ments from the United States to Western Europe demonstrates the 
inadequacy of the voluntary scheme for dealing with the oil crisis 
when it required action contrary to the economic interests of member 
companies. 

9. On May 8, 1956, the executive branch included three antitrust 
safeguards in the voluntary agreement relating to foreign petroleum 
supply providing for (a) government chairman, (6) full-time staff of 
Government employees, and (c) nondisclosure of individual company 
data to competitors. The executive branch proved that it gave only 
lip service to these antitrust safeguards when in August 1956, the 
plan of action creating MEEC was adopted and these safeguards 
were waived. 
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10. In Canny ing out the allocation decision of OEEC, the private 
oil companies followed historical patterns of distribution which the 
Department of Justice in its cartel suit charged were illegal. 

11. The European oil shortage stemming from the closure of the 
Suez Canal and the Iraq pipeline was mitigated through a combina- 
tion of petroleum rationing, substantial pre-Suez inventories, joint 
MEEC-OPEG activities, and an unusually mild winter. 

12. The record shows increases in first quarter 1957 profits of the 5 
principal companies on MEEC ranged from 13 to 32 percent over 
first quarter 1956 earnings, including profits made possible only be- 
cause of immunities granted under MEEC schedules. 

13. It is recommended that the Attorney General should take imme- 
diate steps to withdraw his approval of the plan of action setting up 
MEEC.' The responsible Government agencies should amend the 
voluntary agreement relating to foreign petroleum supply by remov- 
ing the section which authorizes plans of action. It is also recom- 
mended that the facts be laid before the Senate Banking and Currency 
Committee. 

14. In the interests of national defense, those provisions of the vol- 
untary agreement providing for the gathering of information should 
be left intact. The responsible Government agencies should immedi- 
ately proceed to devise new methods for handling possible future oil 
emergencies through Government organization. If necessary, specific 
legislative authority should be requested. 

15. Four American oil companies own the Arabian American Oil 
Co. (Aramco) which has a 100-percent monopoly of oil production in 
Saudi Arabia. The record disclosed that when this fabulously profit- 
able concession was in need of additional capital, competitors were 
invited to participate rather than relying upon a public stock offer- 
ing. These four concession-owning companies exclude American 
companies and all others from purchasing oil from Aramco, by agree- 
ments to divide Aramco’s production in proportion to their stock 
ownership. In addition, the pricing arrangements between Aramco 
and its four owners result in noncompetitive and monopolistic prices 
for Saudi Arabian oil. This joint ownership and distribution pattern, 
established for the purpose of avoiding competition by setting up 
monopolistic controls over the production and sale of Saudi Arabian 
oil, presents to the Government of the United States the question as 
to whether or not it is in the public interest to allow the European 
cartel system to dominate the oil industry. 

16. It is recommended that the Department of Justice undertake a 
complete study of the joint ownership, purchase and operating 
agreements among Aramco and its four owners to determine whether 
they have resulted in unreasonably restraining the foreign commerce 
of the United States in violation of the antitrust laws. 

17. Testimony before the subcommittee disclosed that Aramco was 
instrumental in and gave its agreement to the issuance of a Saudi 
Arabian income tax decree designed to divert income taxes from the 
United States to Saudi Arabia in lieu of increased royalty payments. 

' Pursuant to the reporting requirement of the Defense Production Act of 1950, as amended, the Attorney 
General reported on August 9, 1957, that he had been advised that the plan of action and the MEEC had 
been terminated on July 31, 1957. However, there is no recommendation in this report to delete from the 
voluntary agreement the section which authorizes plans of action. The interested Government agencies 
have reiterated their belief in the necessity for maintaining the emergency functions of preparing possible 
future plans of action. 
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As a result, the United States has received no revenue in the form of 
income taxes from this company on its foreign operations. It igs 
recommended that appropriate congressional committees review the 
legality and the propriety of these arrangements to determine whether 
remedial measures or corrective legislation are necessary to prevent 
future similar devices to deprive the United States of its legitimate 
income taxes. 

18. The large international oil companies operate through numerous 
subsidiaries and affiliates,? many of which are created by charters issued 
by foreign governments. In addition, these companies also retain 
inactive corporate shells to be used as needed for special purposes, 
Contractual arrangements of private oil companies with foreign 
governments require congressional scrutiny to determine whether 

rivate interests are being served at the expense of the public good. 
it is recommended that legislation be enacted to require all companies 
subject to the jurisdiction of the United States to register with an 
appropriate agency of the Government all contracts or agreements 
which, as defined in such law, have restrictive effects upon the foreign 
commerce of the United States, and charters of all subsidiaries and 
affiliates created under the laws ‘of foreign governments. 

19. It is recommended that the 27%-percent depletion allowance 
granted petroleum producers be limited to production within the 
United States and its territories.® 

20. Adjustment of imports pursuant to section 7 of the Trade 
Agreements Extension Act of 1955, through a voluntary program of 
doubtful legality, or through quantitative restrictions, may give the 
major companies with foreign oil holdings rigid market positions and 
monopoly profits on the oil they will be allowed to import. This 
raises the question as to whether an import duty would not be a 
preferable method of accomplishing the purposes of the act. In 
addition, such a duty would contribute to the revenue of the United 
States.’ 

21. Allegations were made to this subcommittee that the Office of 
Defense Mobilization declined to grant certificates of essentiality to 
build an independent pipeline to the west coast because of improper 
influence exerted by major west coast oil companies who are defendants 
in a pending antitrust suit. In view of these charges, the subcom- 
mittee asked the Office of Defense Mobilization and the Department 
of the Interior to furnish information bearing upon the refusal to 
grant the certificate of essentiality. There is apparently a complete 
lack of coordination between ODM and its advisory agencies as to 
procedures and criteria utilized in the issuance of certificates of essen- 
tiality for the oil industry. It is recommended that the appropriate 
committees of the Congress review the granting of certificates of 
essentiality to determine whether the intention of Congress under the 
Defense Production Act is being carried out. The exclusion of 
district V from any import restriction in the Cabinet Committee’s 
recent recommendations is a recognition that the west cost is a deficit 
oil area and would justify the Office of Defense Mobilization’s re- 

praisal of the need for a pipeline from the surplus producing areas 

of Texas to the west coast. 

? Subsidiaries a and affiliates of MEEC members are listed in hearings, p. 1537 and appendix, pp. 2709-2727. 

3 Senator Estes Kefauver, chairman, who joins in this report of the subcommittee, desires to note that he 
has reservations as to recommendation No. 19, and that with reference to No. 20, he has doubts that an 


import duty would be a preferable method of accomplishing the purposes of the act as suggested in the last 
two sentences of this recommendation. 
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22. In view of the charges of discrimination made before this sub- 
committee, and in view of the power possessed by major integrated 
oil companies through ownership of more than 90 percent of sare 
capacity in the United States, it is recommended that the Depart- 
ment of Justice initiate an immediate investigation along the following 
lines: 

(a) Monopolization of common carrier pipeline transportation, 
including extent of interest in trucking companies. 

(b) Use of controlled pipelines to deny, independent producers 
a competitive market for crude oil. 

(c) Use of controlled pipelines to restrict sources of oil to 
independent refineries. 

(d) Crude oil price discrimination against producers. 

(e) Pipeline proration. 

23. Historical review of involvement of the oil industry with pro- 

ams and objectives of the Government discloses that the industry 
co consistently been the beneficiary of preferential treatment, 
especially with respect to receiving various types of immunity from 
antitrust prosecution. Opinions by the Attorney General have in 
fact conferred antitrust immunity upon companies in the oil industry 
under procedures of doubtful legality since no express statutory 
authority existed for such grants. 

24. The Congress should undertake a comprehensive study of all 
grants of antitrust immunity by the Attorney General in the form 
of opinions or so-called “green-light letters” for the purpose of deter- 
mining whether immunities from the antitrust law should be granted 
only through express legislative authorization. 

25. Pending such study, the Attorney General should not grant 
antitrust immunity in any form where joint action by oil companies 
is involved, particularly relating to the proposed international oil 
pipeline in the Middle East and any program for voluntary restriction 
of oil imports. 

26. The use of oil-industry personnel on a voluntary basis or as 
advisory committees formulating governmental policy and determi- 
nation has characterized the operations of the executive branch over 
a long period of years. It is recommended that legislation be 
enacted to require that all advisory committees, voluntary agree- 
ments, and joint-action groups should be under the chairmanship, 
administration, and supervision of full-time salaried Government 
employees. 

27. Crude price increases in January 1957 triggered petroleum 
product price increases resulting in an estimated annual cost to con- 
sumers in excess of $1 billion, and $84 million to the United States 
Defense Department. These price increases were more profitable to 
the majors than to the domestic producers because costs of foreign pro- 
duction had not increased in the same proportion as the costs of inde- 
pendent domestic producers. The latter have little control over price 
or production and must usually go along with the prices established 
by the integrated companies. The power to control the market, 
therefore, lies largely with the major integrated companies, and this 
is not substantially affected by cost changes affecting the entire 
industry. 

_ 28. The major integrated oil companies entrusted with administer- 
ing the Government objectives of the MEEC program used the Suez 
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crisis as a pretext to increase crude oil prices. This increase brought 
forth no additional domestic crude oil for shipment to Europe. 

29. The record disclosed that while the executive branch elected to 
delegate responsibility for this program to the private oil companies, 
it indicated little concern and made no appreciable effort to utilize the 
influence of the executive branch to curb price increases. 

30. There is a competitive market for industrial fuels in which oil 
and coal compete. During the course of the hearings the coal in- 
dustry submitted a statement, and evidence in support thereof, charg- 
ing that importers of residual oil pursued a deliberate pricing policy 
designed to harm the coal industry. In view of such charges, it is 
recommended that the Department of Justice, during the course of 
the pending grand jury investigation at Alexandria, Va., determine 
whether importers of residual oil have in fact engaged in pricing prac- 
tices in violation of the antitrust laws. 

31. In view of the failure of the executive branch to deal success- 
fully with the pressing problem of imports, the inadequacy of a co- 
ordinated transportation policy for both pipelines and tankers, the 
deficit in production of crude oil on the west coast, and the anti- 
competitive results of recent oil industry programs, it is recommended 
that an appropriate committee of the Congress study and propose a 
national policy for oil for the consideration of the Congress. 


III. Mrnorrry Report’s SUMMARIES AND CONCLUSIONS 


1. In view of the nature of the emergency and the urgency of im- 
mediate action, the Government’s decision to designate the Middle 
East Emergency Committee under the basic voluntary agreement of 
May 8, 1956, as provided by the Defense Production Act, as amended, 
was the only logical solution to this grave worldwide problem. It 
worked. The oil lift was asuccess. Europe’s essential oil needs were 
met without any interference in oil supplies to United States con- 
sumers. ‘To say some other plan might have been better is like saying 
a substitute would have been better after the regular player has just 
hit a game-winning home run. 

2. The actions taken by the Office of Defense Mobilization, the 
Department of the Interior, the Department of State, and the Depart- 
ment of Justice in dealing with the oil-for-Europe program have been 
completely vindicated by the success of the program. The plan they 
instituted and guided was similar to those which had been proven in 
previous oil-supply emergencies—World War II, the Korean war, and 
the Iranian crisis. These Departments of the United States Govern- 
ment would have been gambling recklessly with the economic stability 
of our allies in Europe if they had chosen to experiment with some 
untried scheme in the grave supply crisis which followed the closing of 
the Suez Canal and the pipelines from the oilfields of Iraq. 

3. The undisputed testimony of witnesses from all facets of the oil 
industry—production, refining, transportation, and market—shows 
that the increase in prices was long overdue. It was clear in the testi- 
mony that many small, independent companies in the oil industry 
would have been seriously hurt, perhaps eliminated from business, if 
increases in prices of petroleum products had not followed the increase 
in the price of crude oil. These independents also testified that it 
would have been wholly impractical to apply price fixing to the major 
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oil companies and not to them. They said they would have lost their 
markets if the suggestion for this double standard had been adopted. 

4. The testimony adduced at,the hearings, including references to 
previous congressional reports, substantiates the need for continued 
application of the depletion provision in the Federal income-tax laws 
to oil operations,in areas outside of the United States of America, as 
well as those within this country. The success of American oil com- 
panies in developing oil reserves abroad has made an invaluable con- 
tribution to the security of the country and its allies. 

5. The testimony adduced at the hearings, including references to 
previous congressional reports, substantiates the reasons for payments 
of foreign income tax as a credit against payments toward United 
States Federal income-tax payments. If foreign income taxes could 
not be used as a credit against payments toward United States 
Federal income taxes, all American business would be taxed twice and 
under a great handicap in competing with companies domiciled in 
other countries. If income taxes paid to certain foreign countries 
were disallowed as credits, that not only would be discrimination 
against the American companies affected, but also would put the 
United States Government in the position of discriminating as between 
friendly foreign countries. 

6. Majority report largely adopting the unwarranted charges of the 
staff members that ownership by major oil companies of pipelines is 
monopolistic, denies the independent producers of crude-oil access to 
markets, and restricts sources of crude oil to independent refiners is 
not justified, not based on any facts, and demonstrates a complete 
misunderstanding of pipeline operations. 

7. The testimony adduced at the hearings indicates clearly that 
imports into the United States east coast were reduced by 200,000 
barrels a day during the emergency. ‘The increase in imports of 
Caribbean crude oil during the period was not only justified but neces- 
sary as a part of the oil for Europe program. ‘The increase in Carib- 
bean imports only partially offset the virtual stoppage of imports from 
the Middle East which occurred when oil supplies from that area were 
diverted to Europe. Moreover, the oil companies found it impossible 
on short notice to replace certain special types of Venezuelan crude 
oil used for making lubricants, solvents, and other specialty products 
with suitable domestic types of crude oil which were in short supply. 

8. An examination of the testimony adduced at the hearings shows 
that some of the statements, conclusions, and recommendations con- 
tained within the staff reports are either erroneous or ill-founded. 
The unusual procedure of presenting these erroneous or ill-founded 
statements, conclusions, and recommendations in open session before 
the subcommittee has created confused ideas throughout the world, 
especially in the Middle East and Europe as to the operation and 
effectiveness of the oil-life program and as to the American oil com- 
panies operations abroad as a whole. Other nations not knowing the 
inherent characteristics of our political procedures take such reports 
as being those of the Senate committee itself, and as, therefore, cloaked 
with the great authority and authenticity provided by an official 
organ of that most powerful of deliberative bodies. 

9. An examination of the testimony adduced at the hearings shows 
that the statements, conclusions, and recommendations contained 
within the staff reports, referring to extreme and inconsistent criticism 
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upon the Attorney General and the Department of Justice staff, both 
for laxity in securing antitrust safeguards on the emergency operations 
under the voluntary agreement relating to foreign petroleum supply 
and for their overforceful efforts to secure the same safeguards claims 
made the whole operation illegal are erroneous and ill-founded. 

10. An examination of the testimony adduced at the hearings shows 
that some of the statements, conclusions, and recommendations 
contained within the majority report, as well as the staff reports, 
pertaining to such topics as joint ownership, affiliates, and subsidiaries; 
oil profits, first quarter 1957; independents and MEEC, are not well 
founded and the evidence is to the contrary. 


IV. IMPLEMENTATION OF MINORITY SUMMARIES AND CONCLUSIONS 


POINT I 


In view of the nature of the emergency and the urgency of immediate 
action, the Government’s decision to designate the Middle East Emergency 
Committee under the basic voluntary agreement of May 8, 1956, as 
provided by the Defense Production Act, as amended, was the only logical 
solution to this grave worldwide problem. It worked. The oil lift was 
a success. Europe’s essential oil needs were met without any inter- 
ference in oil supplies to United States consumers. To say some other 
plan might have been better is like saying a substitute would have been 
better after the regular player has just hit a game-winning home run. 

The disruption to the international flow of oil resulting from the 
closing of the Suez Canal and the Iran Petroleum Co.’s pipelines to 
the Mediterranean was tremendous. Approximately 1,600,000 bar- 
rels a day of oil had been passing through the canal to Europe and to 
points in the Western Hemisphere. In addition, the IPC pipelines 
had been carrying over 500,000 barrelsa day. Two-thirds of Europe’s 
supply of oil was affected by the stoppage of the canal and the pipe- 
lines. The international situation was extremely tense and there was 
widespread concern that the Suez crisis would develop into another 
large-scale war. There was also great concern that critical shortages 
of oil would develop in Europe threatening the economies of nations 
friendly to the United States. It was essential to the security of the 
non-Communist world that the oil lift to Europe succeeded. 

It was in this situation that Government made its decision to desig- 
nate the Middle East Emergency Committee under the basic volun- 
tary agreement of May 8, 1956, as provided by the Defense Production 
Act, as amended, to participate in a cooperative effort with the 
Government to meet the problem. The MEEC was composed of 
representatives from most of the American oil companies engaged in 
foreign operations. These were men who were experienced in the 
industry and highly qualified in every way to make the oil lift a 
success. Dr. Arthur S. Flemming, Director of Defense Mobilization, 
testified before the Joint Committee on February 5, 1957: 


Now, the speed of such action in realining world supplies 
and involving in many cases diversions of ships at sea would 
not have been possible without the mechanism of the com- 
mittee. The magnitude of these accomplishments, particu- 
larly the cooperative actions that were necessary to effect 
the diversion to Europe of supplies normally moved to the 
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Western Hemisphere, could only have been accomplished 
through these provisions of the Defense Production Act under 
which we are working. 

* * * * * 


The committee organization also, it seems to me, had 
served to facilitate the carrying out of these actions by 
affording quick access to the detailed kind of information 
that is needed and by making available the combined judg- 
ment of petroleum experts from all the companies. 

For example, I was told about one company that had a 
complicated tanker movement of about 25,000 barrels per 
day halfway around the world which it considered to be the 
best way to use its tonnage. This movement was referred 
to the supply and distribution and tanker subcommittees 
of the Middle East Emergency Committee for detailed 
analysis. ‘Their studies showed that while the movement in 
question was an efficient utilization of tankers by the indi- 
vidual company, it could be markedly improved upon from 
an overall industry standpoint by developing an exchange, 
and this illustrates how greater flexibility of the industry 
as a whole can be substituted for an individual company’s 
limited flexibility in the case of an emergency. 

Now, of course, it is difficult to appraise mathematically 
the extent of the Middle East Emergency Committee’s 
assistance. The Department of the Interior informs me 
that in their judgment without the Middle East Emergency 
Committee, the oil assistance to Europe would have been 
30 to 50 percent less, and much of it seriously delayed during 
this critical period. 


The oil lift was a success. Several Government and oil industry 
witnesses testified during February and March that a serious supply 
crisis in Europe was being averted. Their forecasts, which were 
criticized at the time by the majority, were confirmed when the actual 
results became known. 

Under date of May 21, 1957, the MEEC, in a report to the Admin- 
istrator, says: 


It will be observed that prior to the stoppage of the Suez 
Canal and the Iraq Petroleum Co. pipelines, total petroleum 
supplies for the Eastern Hemisphere areas west of Suez 
averaged an estimated 3,250,000 barrels per day. Of this 
total, it is estimated that some 728,000 barrels per day 
originated from Western Hemisphere sources and 2,165,000 
barrels per day were moved via the canal and the Middle 
East pipelines. This quantity included some 50,000 barrels 
per day moved via Suez from Far East sources. The balance 
of the supplies of about 350,000 barrels per day was obtained 
from indigenous production and imports from the U. S. 8. R. 
and satellites. 

During the period from November 1956 through March 
1957, it is estimated that an average of 3,007,000 barrels per 
day of petroleum supplies were shipped to the affected areas 
or produced locally. This was equivalent to slightly more 
than 90 percent of the supplies prior to the stoppage. Of 
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the total supplies available to the area during the period, it 
is estimated that 46 percent came from Western Hemisphere 
sources as compared with only 22 percent prior to the 
stoppage. Volumetrically, shipments from the Western 
Hemisphere averaged about 1,380,000 barrels daily of which 
it is estimated that some 625,000 barrels daily, or approxi- 
mately one half, represented emergency supplies. Ship- 
ments from the Persian Gulf via the Cape of Good Hope 
averaged 936,000 barrels daily and movements out of the 
Middle East pipeline terminals averaged 339,000 barrels 
daily. Practically all of this latter quantity was transported 
through the Trans Arabian pipeline. The flow of oil through 
the Iraq Petroleum Co.’s pipelines, was disrupted on Nov- 
ember 3, 1956, and was resumed partially early in March. 

It should be noted that, in addition to the direct emer- 
gency supplies of 652,000 barrels daily shipped from the 
Western Hemisphere to the affected areas during the Nov- 
ember-March period, there were made available from 
Western Hemisphere sources approximately 317,000 barrels 
per day of crude oil on the east and west coasts of North 
America to replace Middle East oil diverted to Europe. 

The total emergency supplies made available from the 
Western Hemisphere, both for direct shipments to the 
affected areas and as replacement for diverted Middle East 
crude, therefore averaged an estimated 969,000 barrels per 
day during the 5-month period. 

The additional supplies made available in the Western 
Hemisphere were made possible by increased production, by 
heavy stock withdrawals during November and December, 
and by numerous unusual operations undertaken by member 
companies of the committee and by others, particularly in 
the United States. 

The increase in Western Hemisphere supplies was only one 
of several essential aspects of the complicated program 
required to offset the interruption of the normal flow of petro- 
leum supplies to the affected areas. Equally important was 

the increase in the effective carrying capacity of the available 
tanker fleet made possible by radical tanker redeployments. 
These redeployments were begun in November by individual 
company action, and were continued and broadened there- 
after by coordinated efforts pursuant to approved schedules 
under the plan of action. Another essential feature of the 
program was the close cooperation and coordination between 
the United States Government, the Middle East Emergency 
Committee, the OEEC oil companies, and its oil industry 
advisory body, OPEG. The combination of all of these 
efforts, together with action of the State regulatory bodies 
in increasing allowable production, made it possible to supply 
the affected areas with better than 90 percent of their normal 
petroleum supplies over the 5-month period despite the 
stoppage of movements through the Suez Canal and the Iraq 
Petroleum Co.’s pipelines. 


One of the criteria in the schedules under the MEEC plan of action 
was “the program will not either by itself or in conjunction with actions 
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taken on other approved schedules cause a deficiency of petroleum 
supplies within the United States.’ Despite the great effort required 
to meet the emergency in Europe, there was not at any time any 
interference of any kind with the supply of petroleum products to 
consumers in the United States. 

Further as to the success of the oil lift, it is in order for the minority 
to mention in its report that the following comment was made in the 
preliminary report of the House Committee on Interstate and Foreign 
Commerce on the oil lift to Europe dated April 9, 1957. 


It appears that the oil lift to Europe has been eminently 
successful. During November and December 1956, 92 per- 
cent of Europe’s normal needs are stated to have been met. 
During first quarter, 1957, 92 percent of normal requirements 
are estimated to have been met, and at the close of the 
quarter, and during second quarter, 1957, Europe’s full 
normal requirements are estimated to be met, 

In view of the terriffic dislocations in normal transportation 
movement to Europe caused by the closing of the canal and 
pipelines at the end of October, when Great Britain, France, 
and Israel took military action against Egypt, a movement 
then amounting to some 2% million barrels daily, the success 
of the suddenly enforced alternate operation cannot but be 
hailed as a stupendous achievement on the part of the oil 
industry. 

POINT 2 


The actions taken by the Office of Defense Mobilization, the Department 
of Interior, the Department of State, and the Department of Justice in 
dealing with the oil-for-Europe program have been completely vindicated 
by the success of the program. The plan they instituted and guided was 
similar to those which had been proven in previous oil-supply emergen- 
cies—World War II, the Korean war, and the Iranian crisis. These 
departments of the United States Government would have been gambling 
recklessly with the economic stability of our allies in Europe if they had 
chosen to experiment with some untried scheme in the grave supply crisis 
which followed the closing of the Suez Canal and the pipelines from the 
oilfields of Iraq. 

Under the Defense Production Act of 1950, as amended, several of 
the departments of the executive branch of the Government were 
given certain jurisdiction and authority to enter into voluntary 
agreement of programs “which may require the diversion of certain 
materials and facilities from civilian use to military and related 
purposes. It requires expansion of production facilities beyond the 
levels needed to meet the civilian demand. In order that this diversion 
and expansion may proceed at once and that the national economy 
may be maintained with the maximum effectiveness and the least 
hardship, normal civil production and purchases must be curtailed 
and redirected.”’ 

Dr, Arthur S. Flemming, Director, Office of Defense Mobilization, 
in his appearance before the joint subcommittee on Tuesday, February 
5, 1957, stated that the objective of his testimony was to refer to the 
responsibilities of the various agencies under the statutory authority 
from which the oil-for-Europe program was based and the procedure 
followed by those agencies for putting that program into effect. He 
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pointed out that Congress, under the Defense Production Act of 1950, 
as amended, gave authority to encourage voluntary agreements by 
private groups, and to extend antitrust immunities to participants in 
those agreements requested by the Government and, further, to be in 
the public interest as contributing to the national defense. 

The statute requires that the Attorney General’s approval be 
obtained on each agreement. Mr. Victor R. Hansen, Assistant Attor- 
ney General in charge of the Antitrust Division of the Department of 
Justice, appeared as a witness on February 20, 1957, and, in a well- 
prepertas statement and in answers to many questions propounded to 
1im, gave a full review of the action of the Department of Justice in 
the approval of the various agreements which by law were required 
before the oil-for-Europe program could go into full effect. In brief, 
Mr. Hansen’s testimony covered these points, quoting from page 2 
of his prepared statement: 


First, what was the basis in law for the Attorney General’s 
approval of the voluntary agreement for foreign petroleum 
supply and the plan of action under it? Second, beyond the 
Attorney General’s authority to approve the agreement and 
plan of action, what sort of enmedtatien and investigation 
preceded his approval of both? Third, on the basis of that 
consultation and investigation, what safeguards were 
written into the agreement and plan of action? Fourth, 
what steps were taken in the administration of the plan to 
insure that no domestic shortage—of crude or products— 
would stem from the plan’s operation, and how did the 
Attorney General meet his enforcement responsibility to 
insure that any crude or product price rise did not involve 
collusion or other antitrust violation? Finally, has the plan 
achieved the goal sought to a greater extent that possible 
alternatives might have? To these questions I now turn. 

First, by what statutory authority did the Attorney 
General approve the voluntary agreement for foreign petro- 
leum supply as well as the plan of action under it? Defense 
Production Act 708 (b) specified: 

That, after the enactment of the Defense Production Act 
Amendments of 1955, the exemption from the prohibitions 
of the antitrust laws and the Federal Trade Commission Act 
of the United States shall apply only (1) to acts and omis- 
sions to act requested by the President or his duly author- 
ized delegate pursuant to duly approved voluntary agree- 
ments or programs * * * relating to equipment used pri- 
marily by or for the military which is being procured by the 
Department of Defense or any department thereof * * * 

his limiting provision, it seems clear, covers only agree- 
ments and programs approved subsequent to the 1955 amend- 
ments. 

Agreements approved before the 1955 amendments are 
covered by clause 2, section 708 (b). That clause specified 
that, after enactment of the 1955 amendments, antitrust 
exemptions shall apply to ‘‘acts and omissions to act re- 
quested by the President or his duly authorized delegate 
pursuant to voluntary agreements or programs which were 
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duly approved under this section before the enactment of the 
Defense Production Act Amendments of 1955.” 


Mr. Hansen then pointed out that the bulk of the voluntary agree- 
ment safeguards was carried over into the plan of action; thus the 

lan contained the provisions that the emergency committee cannot 

egin to function without a prior written request by the Government 
administrator of the plan, which request was to be furnished first to 
the Attorney General. He enumerated the other safeguards, such 
as meetings of the committees or subcommittees could be held only 
from the call of the administrator or his representatives; the agenda 
of each meeting had to be formulated and furnished to the Attorney 
General in advance; all data collected on the plan, etc., would be 
available to the Department of Justice upon request; full and complete 
minutes of all meetings were to be kept and made available to the 
Attorney General; all meetings had to be attended by a Government 
official, and were open to representatives of any Government agency 
concerned. The most important safeguard of all was the fact that the 
plan, as well as the voluntary agreement, could survive only if the 
Attorney General continued to regard its benefits as outweighing the 
possibility of anticompetitive consequences. He pointed out that the 
approval of the plan would be withdrawn at the first real showing 
that the participants were misusing the immunities given by the 
agreement and, further, that approval would be withdrawn as soon 
as the emergency need of action ends. 


The basic voluntary agreement for foreign petroleum 
supply, with the Attorney General’s approval, has been 
effective since July 20, 1953—long before the 1955 amend- 
ments. That agreement, still in force today, contemplates 
two sorts of action: First, collection and analysis of statistics 
relating to foreign petroleum operations; and, second, prepa- 
ration and submission of plans of action for solution of 
tees problems if emergency should arise affecting our 
Nation’s security. 


Mr. Hansen then proceeded to point out the various safeguards that 
the Attorney General insisted upon before approval of the voluntary 
agreement. He went into great detail as to the conferences and 
consultations had with the Federal Trade Commission, the Office of 
Defense Mobilization, and the Department of Interior before approval 
of the basic agreement, the amendments to it, and the plan of action 
resulting therefrom. 

Under questioning by several Senators, Mr. Hansen insisted that 
every possible precaution was taken to protect the public interests; 
that any agreement with the oil companies that constituted MEEC to 
fix prices in order to avoid the resulting increase in the price of oil on 
January 3, 1957, would have been violative of the antitrust laws of the 
United States and, further, would have placed the Department of 
Justice in an anomalous position in the series of antitrust suits against 
major oil companies which have been previously filed and are awaiting 
trial in the Federal courts. On page 1396 of the transcript of the 
hearing, Mr. Hansen stated this: 


_ We would be in this position: In one instance, we would 
indict them for agreeing to fix prices. In the next instance, 
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we would be asking them to agree to fix prices and to retain 
prices. 


Mr. Hansen further stated, in regard to the fixing of prices, that 
such an objective would go beyond the objectives of this voluntary 
agreement and so unrelated to its purposes that any amendment to 
stabilize prices would be, in effect, a new agreement, for such new 
agreements cannot be approved by the Attorney General under 
existing law. Mr. Hansen pointed out that the primary concern of 
the Department of Justice is that prices, whether they go up or down, 
are established without collusion, and that, long before the price rise 
on January 3, 1957, took place, the Department of Justice was already 
in the process of conducting an investigation of the major oil com- 
panies in this regard. It was pointed out that, during the course 
of these hearings, the Federal grand jury in Alexandria, Va., was 
convening for the specific reason of demanding if there had been any 
violation by the major oil companies in this respect. Mr. Hansen 

ointed out that Mr. Wormser, after the conferences with Justice 
epartment representatives, wrote to the chairman of the Middle 
East Emergency Committee, as follows: 


Attached please find conformed copy of schedules 1 and 2 
as approved by me as administrator on December 7, 1956. 
* * * In approving and issuing these schedules, I have 
adopted the following criteria. * * * (2) that the program 
will not, either by itself or in conjunction with actions taken 
under other approved schedules, cause a deficiency of 
petroleum supplies within the United States. 


Mr. Hansen stated that these schedules were designed to insure 
that no domestic shortage, and resulting price rise, stems from 
operations of the plan. 

There was no evidence that the MEEC, any of its subcommittees, 
or any of its members conducted themselves in any way other than that 
prescribed by the Government. A search of the record of the hearings 
brings forth no evidence of any violation of either the letter or the 
spirit of the MEEC program. 

Later in his testimony, Mr. Hansen discussed whether the plan 
achieved the goal sought to a greater extent than possible alternatives 
might have. Mr. Hansen pointed out that the choice of machinery 
to solve the oil-for-Europe problem is necessarily limited. Alterna- 
tives were considered. He pointed out that the establishment of a 
Government agency to direct this operation seemed out of the question. 
This was substantiated by Dr. Flemming who pointed out that it 
would require at least 6 months to organize and staff such an agency. 
As we reflect back, the emergency has now subsided within the 6 
months period required to get a Government agency started to meet 
the problem. Therefore, on its face, the Government agency plan 
would have been too late. Next, the Government considered the 
possibility of using priorities and allocation power to the Defense 
Production Act. 

Under date of November 30, 1956, Dr. Flemming, in a letter to 
Attorney General Brownell, pointed out deficiencies in possible 
alternate approaches to the problem: 


Under existing statutory authority this Government may 
allocate materials in the interest of national defense without 
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the consent of the industrial concerns involved and it. would, 
therefore, be theoretically possible for the Government to 
direct the movement of all oil subject to American jurisdic- 
tion without involving the companies in any joint action 
having antitrust implications. Such a procedure would, how- 
ever, have several deficiencies, any of which would make it 
ineffective in the relief of the existing stoppage. Notably, 
the shipments of American oil which must be coordinated are 
less than one-balf the total of such shipments so that similar 
authority would have to be exercised by a number of other 
governments in order to make a mandatory system effective. 
This would certainly require an international body to inte- 
grate the actions of the various governments into a single 
scheme of distribution. Further, it would require the crea- 
tion of advisory bodies made up of oil company representa- 
y tives who would themselves be required to work out an 
l interchange of information adequate to the preparation of 
4 considered advice to their governments. Since the net effect 
of this would be the working out of tentative programs by 
industry for implementation by governmental authority, it 
might serve only to delay action by the addition of sub- 
stantial administrative machinery, with the resultant orders 
conforming substantially if not precisely with the recom- 
mendations of the industry representatives. * * * 


Mr. Hansen, in testifymg on February 20, 1957, pointed out{that 
whoever directed the program, it would require joint action by the oil 
companies who are members of MEEC. In the words of Mr. Hansen, 

" it can be summed up this way: 
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The apparent success to dateYof the plan of action in 
meeting, to a large extent, the shortage of petroleum in 
Western Europe justifies, in our opinion, the limited anti- 
trust immunity granted to the participants for the joint 
action taken under the Government’s supervision. Secre- 
tary Seaton, in his testimony before you on February 14, 
gave the latest available figures and estimates on the extent 
to which the needs of our friendly foreign allies will be met 
during the first quarter of this year. ‘These figures, which 
came from the European countries themselves, show that the 
outlook is that 76 percent of the normal demand for gas and 
diesel-oil, products, 79 percent of the normal demand for 
fuel oil, and 87 percent of the normal demand for motor 
gasoline will be met, or, on the average, 80 percent of the 
normal demand for all types of products in Western Europe. 
Since our Government’s expectation was that possibly only 
75 percent of Europe’s needs could be met by the emergenc 
program, it appears that the coordinated efforts of the MEEC 
members under the plan of action have been reasonably 
successful. Of course, as Secretary Seaton stated, it is too 
early yet to determine the final results of the plan, but con- 
tinuance of the present level of operations seems indicated. 

In short, in light of the complete absence of feasible 
alternatives, this sort of plan seemed the best way of doing 
the job before us. Performance thus far, I suggest, bears 
out this judgment. 
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During questioning by Senators, Mr. Hansen made clear that 
the oil companies were acting at the request of the Government, not 
eon thor at the request of the oil companies. Mr. Hansen 
said: 

Well, bear in mind the oil companies aren’t coming to the 
Government asking them to do this. The Government is 
asking the oil companies and saying, ‘“This is what we want 
you to do because of this emergency.”’ 


Secretary of the Interior, Fred A. Seaton, appeared before the 
subcommittee on February 14, 1957. He pointed out: 


That in accordance with the provision of the Defense 
Production Act of 1950, as amended, the President of the 
United States by Executive Order 10480 delegated to the 
Director of the Office of Defense Mobilization the function 
of approving agreements in the interests of national defense 
and designated other agencies of the Government to make 
recommendations to the Director with respect to agreements 
and programs within their spheres of defense activity. 

The Department of the Interior was assigned the latter 
responsibility for petroleum. With respect to oil agree- 
ments, these assignments of responsibility by statute and by 
Executive order are, in order of execution, as follows: 

1. The Secretary of the Interior to consult with industry 
to encourage the development of voluntary agreements for 
purposes of national defense and to recommend that such 
agreements be approved. 

2. The Director of the Office of Defense Mobilization to 
review the recommendations of the Department of the 
Interior, consult with other interested defense agencies and 
if appropriate, make the defense finding. 

3. The Attorney General to review the proposed agree- 
ment and, if he determines that the advantages to the 
national defense outweigh the adverse effects on the com- 
petitive free enterprise system, to approve the agreement. 

4. The Director of the Office of Defense Mobilization to 
request the individuals to participate in the agreement and 
to extend immunity from the antitrust laws and the Federal 
Trade Commission Act with respect to those actions author- 
ized by the approved agreement. 

5. The Secretary of the Interior to supervise the conduct 
of operations under the agreement. 


Mr. Seaton then gave a brief summary of what transpired from 
May 8, 1956, when the voluntary agreement relating to foreign 
petroleum supply as amended, came into existence. Much of this is 
included in the chronology at the introduction of this report. He 
pointed out that on November 3, the pipelines to Syria were put out 
of operation, and on October 31 the Suez Canal was blocked. As a 
oul, the plan of action was put into effect. He stated: 


Under the circumstances the great, urgent, overriding 
problem when the emergency struck was this: To get as 
much oil to Europe as we could and to get it there as swift as 
we could. The problem had to be solved with the resources 
at the Government’s command. 
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There is no question that because of the emergency plan, 
oil has been moving to Europe that would not otherwise have 
been moved there. But the committee’s action under the 
plan is only 10 weeks old. Some weaknesses have developed; 
steps have been taken to correct them. Undoubtedly other 
weaknesses will turn up. If so, steps will be taken to correct 
them. 

As an encouraging indication of the accomplishments under 
the plan, I would like to submit to this committee a report 
which I received last evening (February 13, 1957) from Mr. 
Ralph Fowler, Director of the Plan of Action and Assistant 
Director of the Office of Oil and Gas of the Department of 
Interior. 

According to these figures and these are the best European 
source of information about the plan’s effectiveness, it is 
estimated that in the first quarter the available supplies will 
come to 76 percent of the normal demand for gas and diesel 
products; they will come to 79 percent of the normal demand 
for fuel oil; they will come to 87 percent of the normal 
demand for motor gasoline; and finally, they will come to 
80 percent of the normal demand for all types. I would like 
to emphasize that these are normal demands, not just 
Europe’s restricted requirements under rationing. These 
figures are the most significant answer we have to overriding 
question: Exactly how much has the plan helped Free 
Europe? 


The actual figures turned out to be considerably larger than the 
estimate submitted by Mr. Fowler in mid-February. 

Assistant Secretary Felix E. Wormser and Hugh Stewart, Director, 
Division of Oil and Gas, Department of the Interior, appeared on two 
separate occasions before the joint subcommittee hearings to explain 
the role of the Department of Interior in this oil-for-Europe program. 
Both witnesses were questioned at length and the minority is of the 
view that, although during the early days of the hearing there was 
great concern on the part of the responsible Government officials who 
had jurisdiction over the oil-for-Europe program as to whether the 
program was being successfully operated, later testimony revealed 
that concern of the Government officials was replaced with the knowl- 
edge that the oil-for-Europe program would raise the level as testified 
to by Secretary Seaton as illustrated in excerpts from his testimony 
before the joint subcommittee. 

Much will be said about the discrepancy in the testimony of several 
witnesses regarding the exact estimates of the oil needed for Europe 
and the precise amounts that were actually delivered to them. From 
examination of the transcript of the record, we find that these dis- 
crepancies resulted from the various witnesses using different sources 
for their information but the net result was that those discrepancies 
had no material effect on the successful operation of this emergency 
program of oil for Europe. As an illustration, during the course of 
the long and complicated hearings what was testified to as an esti- 
mate of deliveries of oil to Europe was made to sound as if that was 
the goal of MEEC and responsible Government officials. However. 
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that was clarified on the sixth day of the hearings on page 972 of the 
transcript when Senator Dirksen said as follows: 


You see, this goes back to the testimony of Dr. Flemming 
the other day because some members of the committee were 
trying to persuade him that a definite goal had been set and 
he finally said, ‘‘Well, it represented a hope. * * *” 

Dr. Ftemmina. Senator Dirksen, I certainly appreciate 
your bringing up the point again because what it does as I 
think you stated very accurately a week ago, is that it 
represents our hopes, our expectations as to what we could 
do by pooling, particularly in transportation facilities, and 
that would represent the best judgment of the members of 
the MEEC as to what they could do if put in a position 
where they could pool particularly their tanker facilities. 
* * * 

Senator Dirksen. So it was no hard and fast figure. It 
was something of a speculative figure. 

Dr. Ftemminec. Bound to be. 

Senator Dirksen. Based, of course, on any number of 
imponderables in this field, including, of course, the trans- 
portation difficulties which were involved. 

Dr. Fitemmuine. That is right. 


Mr. Edwin G. Moline, Officer in Charge, Economic Organization 
Section, Office of European Regional Affairs, Department of State, 
also appeared with Mr. Wormser and Mr. Stewart. He testified to 
the knowledge of the State Department’s participation in the oil-for- 
Europe program and gave valuable testimony as to the activities 
of the Organization for European Economic Cooperation (OEEC) and 
Overseas Petroleum Emergency Group (OPEG). Both of these 
groups were concerned with the petroleum problem of the 17 countries 
who were represented in the OEEC, 

Dr. Flemming, who under the Executive order was given the 
responsibility of administering various programs under the voluntary 
agreement as administrator May 8, 1956, testified generally to the 
various activities of the governmental agencies who had some func- 
tion with the oil-for-Europe program. In answer to many questions, 
he gave facts and figures concerning the entire oil picture before and 
after the Middle East crisis. Since much of that material has already 
been referred to earlier in this report, it need not be reported here. 

The problem the departments of the United States Government 
faced was either to conduct the oil-for-Europe program on a basis that 
had been tried and found successful or to experiment with some 
untried scheme. They knew that Government-industry cooperation 
had been successful in dealing with previous oil-supply emergencies, 
those in World War II, the Korean war and the Iranian crisis. 

The success of the Government- industry cooperation method during 
World War II is summarized in a joint release by the Joint Chiefs of 
Staff and the Army-Navy Petroleum Board which states, in part: 


* * * at no time did the services lack for oil in the proper 
quantities, in the proper kinds, and at the proper places. 
Because of the resourcefulness, untiring and unceasing 
efforts, and outstanding accomplishments ‘of the Petroleum 
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Administration for War and the petroleum industry, not a 
single operation was delayed or impeded because of a lack of 
petroleum products. No Governement agency and no 
branch of American industry achieved a prouder war record. 


In 1947 a special committee of the Senate, investigating petroleum 
resources under the chairmanship of Senator O’Mahoney, commented 
favorably on Government-industry cooperation as follows: 


It is also indisputable that during this war the production 
of United States petroleum, at a rate in excess of that indi- 
cated by scientific principles for maximum efficient recovery, 
was one of the chief factors of military victory. Therefore, 
it is not too much to say that the evolution of modern in- 
dustrial civilization and its preservation from Nazi totali- 
tarianism may be attributed in very large measure to 

etroleum, to the American oil industry, and to the teamwork 
Rotrenn the industry and the Government. 


On March 7, 1957, Senator O’Mahoney appeared before the National 
Petroleum Council and said: 


I am not going to deliver a lecture, of course, but again 
to say that I feal that the petroleum industry, in war and 
in peace, has done a great job for America. I have watched 

articularly what was done by this group, the National 
Petroleutti Council, during World War II and during the 
Korean war. It displayed the basic patriotism of the 
leaders of this industry. 


Members of the joint subcommittees conducting these hearings 
asked many searching questions of the various governmental officials 
who appeared. The minority, after carefully examining the testimony 
of all witnesses, recognizing the success in the past of similar programs; 
and recognizing the success of the oil-for-Europe program, came to 
the conclusion that the actions of the governmental officials in the 
oil-for-Europe program were exemplary. These officials chose the 
most feasible plan for a successful conclusion of the oil crisis in Western 
Europe created by the Middle East situation. They would have 
been gambling recklessly with the economic stability of our allies in 
Europe if they had taken a different course. The success of the 
effort was such as to recommend that a similar plan be adopted if our 
Government ever faces a similar problem in the future. 


POINT 3 


The undisputed testimony of witnesses from all facets of the oil in- 
dustry— production, refining, transportation, and marketing—shows 
that the increase in prices was deemed to be long overdue. It was made 
clear in the testimony that many small, independent companies in the 
ou industry would have been seriously hurt, perhaps eliminated from 
business, if increases in prices of petroleum products had not followed 
the increase in the price of crude oil. These independents also testified 
that it would have been wholly impractical to apply price fixing to the 
major oil companies and not to them. They said they would have lost 
their markets vf the suggestion for this double standard had been adopted. 
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W. M. Vaughey, who appeared before the joint Senate subcommittee 
hearings on February 12, 1957, on the oil-to-Europe program stated: 
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Many questions have been raised about the recent 25-cent 
increase in domestic crude-oil prices. In judging the propri- 
ety of this increase, it may be helpful to review briefly the 
processes by which crude oil is produced and sold in the 
United States. The producer of oil must conduct prelimi- 
nary research and exploratory activities often over a period 
of several years prior to any actual testing of areas of possible 
production. ‘Then follows the drilling of test wells. As an 
area proves productive, development must follow. In the 
final analysis, it is the wells drilled, both exploratory and 
development wells, that determine the availability of oil for 
sale. The processes I have just mentioned which are con- 
ducted by the producer, constitutes the activities which ab- 
sorb 75 percent of the entire petroleum industries total capital 
expenditures * * *. The producers outlet for crude oil is 
the refiners * * *. Refiners and those purchasing crude oil 
for refiners constitute the market outlet for oil products. 
The producer does not set the price for which he will sell his 
oil. That price is determined by the purchaser not the 
seller * * *. The fact that an increase in the value of oil 
and gas products stimulates drilling and the discovery and 
development of new oil research is well established * * *. 
It may be noted (from the above table) that expenditures 
for property, plant, and equipment increased 95.2 percent 
from 1948 to 1955 compared with an increase of only 41 per- 
cent in the value of oil and gas produced. The most realistic 
way to determine whether or not the price for any commod- 
ity is too high is to analyze the elements that enter into the 
the cost of producing it or making it available for sale * * *. 
Finished steel prices have increased steadily year after year 
since World War II. Since June 1953, line, pipe and oil-well 
casing (alloy) prices have increased about 35 percent. Oil- 
well casing (carbon) prices have gone up about 25 percent 
and oilfield machinery more than 20 percent. During this 
same period and including January 1957, crude-oil prices 
have increased less than 10 percent. During the period 
from 1947, line pipe prices have increased more than 100 
percent; oil-well casing (alloy), 87.5 percent; and oilfield 
machinery, 55.6 percent; compared with an increase of about 
21 percent in crude-oil prices. Another major item of ex- 
pense to the oil producer is the wages they are paying to 
about 320,000 employees. Oil producer’s employees have 
for many years been among the highest-paid workers in 
American industry. Average hourly wage paid have in- 
creased 14.7 percent since June 1953, and 61.3 percent since 
December 1947, compared with respective increases of 9.8 
and 21 percent in crude-oil prices. Conclusion, in summary 
the facts show: First, that crude-oil prices increases since 
World War II have not been commensurate with increased 
costs of finding, developing, and producing crude oil. _ Sec- 
ond, the recent adjustment in prices was years overdue and 
was inadequate to offset commensurate increases in cost. 
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Thirdly, the “insufficient crude-oil price has already caused 
serious deterioration in essential industrial activities. 

The national interest, crude oil prices must be commensu- 
rate with the trends about general economy and adequate to 
offser the rising costs of those industry activities which de- 
termine the amount of oil found, developed, and made 
available for peace or war. 


The extensive use of quotes from Mr. Vaughey’s statement was 
made because he represents the Independent Petroleum Association 
of America, and the record will show that if there is anyone in the 
many facets of the oil business who must be given due consideration, 
it is the independent producer of oil and gas in this country. However, 
statements from other witnesses who appeared before the subcommittee 
substantially support the position taken by Mr. Vaughey. 

Mr. Paul Schultz, president of the Blackwell Oil & Gas Co., a 
a company which has been engaged in the exploration for and produc- 
tion of crude oil and natural gas for 53 years and also serving as 

resident of the Oklahoma Independent etroleum Association, in 
fis appearance before the joint Senate subcommittees on February 
21, 1957, stated as follows: 


With regard to the first problem—prices—my testimony 
will show that the producing end of the oil industry is not 
even at present prices, the lucrative business it is purporte 
to be. Second, that the benefits of the integrated industry, 
that is production, transportation, refining and marketing, 
are not commensurable with our benefits of other industries, 
Thirdly, that the prices of the finished product to the con- 
sitter tat not reflected and still does not reflect the full effect 
of the inflationary period we have been experiencing. 


Mr. Schultz, in his statement with exhibits attached, makes a very 
effective argument that the price increases in oil and related products 
were long overdue and still did not reflect a sufficient increase to keep 
abreast with the rising cost in the production, transportation, distribu- 
tion and marketing of oil and related products. 

Mr. Reid Brazell, president, Leonard Refiners, Inc., Alma, Mich., 
and an independent refiner appeared before the joint Senate sub- 
committees on behalf of the Western Petroleum Refiners Association 
of Tulsa, Okla. This association represents 70 percent of the total 
oes capacity of that area. Mr. Brazell, in his prepared statement 
stated: 


I think you might be interested to know that, at least as 
far as our company is concerned, the average gasoline price 
f. o. b. the refinery in July of 1953, the month following the 
crude oil and product price increase, was 13.6 cents per gallon. 
The net back in February of 1957 on gasoline was 14.12 cents 
per gallon, an increase of slightly over one-half a cent, or 3.8 
percent. During the period from June of 1953 to the present 
time, there has been an increase of 50 percent in the Federal 
gasoline tax, from 2 to 3 cents per gallon, and there was a 
33% percent increase in the gasoline taxes in the State of 
Michigan from 4% cents per gallon to 6 cents. In the State 
of Michigan we also have a 3-percent sales tax which applies 
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to the price of gasoline, plus the tax, which amounts to about 
nine-tenths cent per gallon. In other words, in Michigan we 
have a total tax on gasoline of 9.9 cents per gallon. 

I would like to point out to you that we, as a refiner, are 
receiving an average of 14.12 cents per gallon for our gasoline, 
and the taxes are 9.9 cents per gallon. I think you would 
agree with me that the price of gasoline is not high, it’s the 
taxes; and incidentally, I didn’t see any reports from the press 
of an investigation by Congress when the taxes were in- 
creased, asking for a rollback in taxes. 

During the period 1953 to the present, we have had at our 
place slightly in excess of a 20-percent increase in wages. 
We have had very substantial increases in the cost of chemi- 
cals, steel, and other materials required for the processing of 
crude oil. During the same period, June of 1953 to the pre- 
sent, there have been very substantial increases in the quality 
of gasoline, from 88 octane numbers for regular gasoline to 
approximately 92%; and on premium gasoline, from 91% oc- 
tane to almost 98. The cost of the quality increase alone 
should entitle the refiner to more than 1 cent per gallon in- 
crease in the price of gasoline.”’ 


Mr. Jack H. Abernathy, vice president, Big Pipe Drilling Co., 
Oklahoma City and president, American Association of Oil Well 
Drilling Contractors appeared before the joint Senate subcommittees 
on March 8, 1957. His association is a trade group representing the 
people who drill 93 percent of all the oil wells drilled in the United 
States. In his statement, he made these salient points: 


In 1935 the producers total well cost was about $8 a foot. 
In 1956 the producers total well cost was about $13.75 per 
foot. 


He pointed out— 


That that does not by any means include all the costs of 
finding oil and the cost to a well but these are direct costs. 
The average well costs in 1935, $22,000; in 1956, it was 
$55,000 plus. 

The oil producers seize an investment of something in the 
order of $90,000 really $55,000 direct cash for the wells plus 
an additional allocation of geological effort that he must make 
in order to drill a hole in the ground to find out whether or 
not there is oil there. 


Mr. Abernathy, in his testimony in answer to Senator O’Mahoney’s 
questions regarding the outlook for discovery of increased reserves in 
the continental United States, stated: 


I think it is excellent, Senator, for many years. For 
many years, assuming of course, that funds are available to oil 
producers to continue an activity, an aggressive program of 
hunting for domestic reserves, an active program for explor- 
ation. There are many thousands of square miles of sedi- 
mentary basins in this country which are at best only very 
lightly and inadequately explored for oil reserves where we 
will find very substantial reserves. * * 
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Senator O’Manoney. From the point of view of the de- 
velopment of our natural resources capable of producing 
liquid fuel, what is your principal recommendation to this 
committee? 

Mr. AserNatuy. My principal recommendation to this 
committee, sir, is that crude prices which have been under 
some attack, were long overdue; that the industry needs it 
badly; it needs a climate of—well, actually it is a psycho- 
logical thing, really—a climate of confidence in the ability 
of domestic industry to supply domestic demand. We have 
never failed yet and we see no sign that we will be unable to 
do so in the future. As to the monopoly aspect of your 
committee’s investigation, we feel the best way to avoid 
monopolies is to keep a strong domestic industry, man 
hundreds and thousands of independents in operation, as wall 
as the major companies. 


Representatives of the integrated oil companies also appeared 
before the joint subcommittees and they explained in great detail the 
various reasons for the increase in the price of crude oil and related 
products. 

On February 21, 1957, Mr. Hines H. Baker, president of Humble 
Oil Co., testified as follows with respect to the basis for his company’s 
action, which testimony clearly showed the justification for the crude 
price increase: 


Since 1947, there have been only two general increases in 
crudeoil prices. Crude oil prices in the United States averaged 
$2.60 a barrel in 1948. They declined slightly in 1949-50, 
and did not increase generally until 1953. That is a period of 
about 5 years. An advance of about 25 cents in 1953 raised 
the average price to about $2.77 a barrel. This advance was 
much less than the change that had occurred in costs in the 
preceding 5 years, as I stated in testifying before the House 
Committee on Interstate and Foreign Commerce in June 
1953. 

The second general advance followed the increase Humble 
made in January 1957 and appears to have raised average 
industry prices to about $3.07 per barrel compared with 
$2.60 at the end of 1947, an increase of 18 percent. 

The wholesale price index for petroleum and products as 
of January 29, 1957, following the recent price increase, was 
29 percent higher than in the base period 1947-49 according 
to the latest information released by the Bureau of Labor 
Statistics. 

By comparison, the principal cost items in petroleum pro- 
ducing operations have shown increases of 40 to 60 percent. 
Wage rates in petroleum production have increased by 52 
percent from an average hourly rate of $1.64 in 1947-49 to 
$2.49 at the end of 1956. 

The wholesale price indexes at the end of 1956 showed 
increases of 63 percent for iron and steel, 52 percent for metal 
and metal products, and 43 percent in machinery and motive 
products as shown by the following tabulation and in exhibit 
4. The prices of these commodities are major elements of 
cost in petroleum operations. 
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Mr. Baker presented impressive figures with respect to the relation- 
ship between prices of petroleum products and major costs of the petro- 
leum industry, and with respect to gasoline prices as related to hourly 
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I will not read this table, but it appears in the statement. 
Senator O’Manoney. It will be part of the record. 


Wholesale commodity price indexes, 1947-49 =100, for petroleum and other 
major groups 


December | Estimated, 








Year 1948 | Year 1953 1956 January 
1957 
Petroleum and products. -___-....-...--- 111.7 112.7 120.9 129.3 
Major groups particularly affecting petro- 
leum costs: 
moon emma mteeh | 655560 OK 25 de Lk 104.3 131.3 163.3 (‘) 
Metal and metal products..........-- 103. 9 126.9 152, 4 ) 
Machinery and motive products. - - -- 100.9 123.0 143. 5 (4) 


1 Not available. 
Source: Bureau of Labor Statistics. 


Mr. Baxer. But I would like to call your attention to 
these comparisons between 1953 and 1956, just preceding 
the price increase. 

You will note that petroleum and petroleum products, the 
index for the year 1953 was 112.7, appearing in the second 
column. In December 1956 it was 120.9, an increase of 8.2 
points. 

For iron and steel, in the same period, the index for 1953 
was 131.3, and in December 1956 it was 163.3, an increase of 
32 points. 

Metal and Metal products. 126.9 in 1953, 152.4 in 1956, 
for an increase of 25.5 points. 

Machinery and motive products. 123 in 1953, 143.5 in 
1956 for 20.5 points. 

Now you will note here that the estimate for January 1957 
on petroleum and petroleum products is 129.3. That is 
after the advances that occurred in January. And you will 
notice an increase of 16.6 points over the year 1953, which is 
very substantially below the increases for each of these 
principal commodities entering into our cost. 

_ The source of this material is the Bureau of Labor Statis- 
tics. 

The changes in two of our principal cost items, wages and 
steel, can be illustrated by the experience since the general 
crude oil price increase in June 1953. Wage rates in petro- 
leum operations increased 4 percent in 1953, 4 percent in 1955, 
and 6 percent in 1956, making a cumulative increase of more 
than 14 percent. 

The price of J—55 steel casing for new wells increased 4.5 
oe in June 1953, 3.1 percent in July 1954, 7 percent in 

uly 1955, 7.7 percent in July 1956, and 3.3 percent a few 
days ago, making a cumulative increase of about 28 percent 
since May 1953. The price of this casing is now $198.25 a ton 
compared with $154.65 at the end of May 1953. 
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earnings. See the tables following this page. [Set out exhibit 5, p. 
1578, and exhibit 4, p. 1953] 

In his statement filed March 6, 1957, Mr. M. J. Rathbone, president, 
Standard Oil Company of New Jersey, analyzed the crude and product 
increases as follows: 


The new prices had both a long term and a short term 
justification. Our own analyses had shown the need for a 
igher crude price, and many public statements and pub- 
lished articles by oil industry people in the past year had 
presented similar views. I believe that a crude price in- 
crease would have come sometime in 1957 even if the Mid- 
dle East emergency had not occurred. * * * 

Let me turn now to product prices: When crude oil prices 
increase, refiners must try promptly to recover the increased 
cost of this raw material which represents about 75 percent 
of the total cost of refined products. Possibly contrary to 
many people’s ideas there is simply not enough profit margin 
in ol refining to absorb any substantial rise in crude oil 
costs. 

I do not think that this situation is generally understood. 
The fact is that refiners have ames almost every added 
cost for nearly 4 years and were unable to absorb increases 
in crude cost as well. Competitive market conditions may 
prevent refiners from recovering added costs at times, but, 
in the long run, product prices must reflect increases in costs 
and provide a reasonable return on the investment or refin- 
ing activity will decline. So when the price of crude went 
up, refiners generally attempted to recover this increased 
cost by increasing product prices. 


Mr. Rathbone, in his statement, explained fully for the increase in 
the price of gasoline, heating oil, and other major products. These 
explanations are supported by the statements of other witnesses sup- 
porting the increase in the price of gasoline and other refined prod- 
ucts. He pointed out that the relative stability of the prices of petro- 
leum products can also be demonstrated by looking at various price 
indexes prepared by the United States Bureau of Labor Statistics. He 
also gave specific information regarding increases in cost of steel, ma- 
chinery, freight, and many other items including several wage increases 
and the fact that Esso Standard Oil Co. had experienced a decrease 
in its returns on investment from 11.6 percent in 1950 to 5.9 percent 
in 1955. This has come about in spite of large capital investments to 
improve efficiency and reduce costs wherever possible, according to 
Mr. Rathbone, who further stated: 


While we have been making these large investments to 
keep up with consumer requirements for more oil, you ma 
be interested to know that our proportion of the total vol- 
ume supplied by industry has remained just about constant, 
or possibly declined slightly. This is true for the United 
States and also on a worldwide basis. 

These large capital expenditures are required not only 
because of the job of supplying more people with more oil 
products but also because of higher prices for the things we 
must buy. To give some concrete examples, a tanker of 
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26,600 deadweight tons capacity built in an American ship- 
yard cost around $5,500,000 in 1948, something around 
$6,500,000 in 1953, and around $7,500,000 in 1956. Simi- 
larly, a 50,000-a-barrel-a-day refinery built from the ground 
up on the east coast of the United States in 1948 was calcu- 
lated to cost about $50 million; in 1953 the cost had gone up 
to $65 million, and by last year it had reached $72 million. 


Mr. B. Brewster Jennings, chairman of the board of Socony Mobil 
Oil Co., Inc., testified in part as follows on March 21, 1957: 


After the price of crude oil advanced by about 30 cents a 
barrel, it had to be reflected in products prices. Refinery 
profit margins simply are not large enough to absorb an 
increase of that amount in crude oil prices. 

The comment has been made that a price advance is not 
justified if there is a surplus of capacity or of inventories, no 
matter what other factors may be involved. I cannot share 
this view. 

As for excess capacity, I believe that should be considered 
normal, not abnormal. In the oil business we must have 
excess capacity for national defense, and, as I earlier men- 
tioned, we have been repeatedly urged by the Government 
to maintain an excess of both producing and refining capacity. 

We also need spare capacity to serve the seasonal and any 
sudden unexpected increases in the requirements of our 
customers. 

As far as inventories are concerned, no two people would 
agree as to ideal levels. The highest product inventories 
are in gasoline, but I do not regard them as being much, if 
any, in excess of reasonable needs. 

' * * * + * 


In any event, the inventories that existed when product 
- prices were raised had accumulated gradually and it is only 
reasonable to assume that their size had already been re- 
I. flected in products prices before refiners were faced with an 
S entirely new cost item—the higher price of crude oil. 
* * * * * 


~ Prices of Socony Mobil products in mid-February averaged 
less than 7 percent above those of June 1953, the time of the 
last previous crude increase. By comparison in the same 
period: 

The Government’s wholesale industrial price index rose 
9.9 percent. 

The Government’s index for metals and metal products, 
used by the oil industry every step of the way from oil wells 
to service stations, advanced 20 percent. 

Wages and benefit payments for our employees are up more 
than 15 percent. 

While our products carry the same names today as in 
1953, they are not the same products. They are much better, 
particularly gasoline. 

Today the customer gets a regular-grade gasoline that is 
5 octane numbers higher than 4 years ago and includes addi- 
tives which improve engine performance. 
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| If we were selling today the same products we sold in 

' 1953—in other words, taking into account the improve- 
ments in quality—we estimate that the average increase in 
our products prices over this period would be less than 
4 percent, not 7 percent. 


Representatives of the independent companies in the oil industry 
made it clear in their testimony that an increase in product prices 
was essential to their continued economic health. They also testified 
fully with respect to the suggestion made by some that an increase in 
product prices was justified for the small independent company but 
not for the larger integrated segment of the industry. 
Mr. Reid Brazell testified, on March 8, 1957, as follows: 


We are pleased to see the committee’s interest in the 
independent producing companies. We hope that the com- 
mittee will recognize that the independent refiners would 
face ruin if product prices were rolled back without a similar 
rollback in the price of crude oil. I want the record to 
indicate clearly that I am not suggesting a reduction in the 
price of crude oil. I am suggesting, however, that the com- 
mittee should recognize the economic facts of life, and 
realize that an independent refiner must pass on increases 
in raw materials or have his returns reduced by that amount. 
I think the committee should also recognize another simple 
economic fact. In a competitive market, and we have a 
very competitive market in petroleum, it is not possible for 
the independent refiner to sell his products at prices higher 
than those of the major oil companies. 


Mr. Brazell also stated: 


You may say, “Okay, you independents need it, go ahead 
and raise your product prices but the big, integrated com- 
panies should roll back their product price increases.” 

Gentlemen, it just doesn’t work that way. We inde- 
pendents cannot possibly sell at higher prices than the 
national brand name petroleum products. We'd be out of 
business in a very short time. 

I know that you gentlemen of the committee are very 
anxious to assist the independent businessman in every way 
youcan. Iam also sure that you are most anxious that the 
public generally pay only a fair price for products. 

There should be for the public at all times an adequate 
supply of quality products. One of the best ways that I 
can think of for you to accomplish those two objectives is 
to encourage members of the petroleum industry to kee 
healthy by making a decent profit in their operations, which 
will permit continued research, development, and production 
of high-quality petroleum products for the general public. 
That can be done only if the manufacturer passes on the 
additional costs of doing business to the extent necessary to 
miantain a healthy economic return. 

I don’t know whether you realize it or not, but you 
Members of Congress and the various State legislatures, 
by frequent investigations, appear to be trying to scare the 
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major oil companies about what the public may think 
of them if they increase the price of products that the 
— buys. At the same time, the Federal and State 
egislative groups have increased the cost to the public by 
increasing gasoline taxes, and in some instances it has been 
suggested that the oil companies should absorb tax increases. 

hat, of course, is economic nonsense. However, I will 
say that there appears to have been an extreme reluctance 
on the part of the major companies to pass along, in the 
form of increased product prices, wage increases and other 
increases in the cost of doing business. At this time I 
want to say to you that the refiner is about at the end of 
his rope insofar as his ability to absorb additional costs 
of doing business is concerned. 

I foal veey definitely that it is going to be necessary, and 
is proper, for the refiner in the future to pass along in the 
form of increased product prices the additional costs that 
he may have in doing business. 


Mr. M. H. Robineau, on February 13, 1957, and Mr. Paul Schultz, 
on February 28, 1957, testified that an increase in product prices was 
essential to independent refiners, since their margin was not sufficient 
to absorb the increased cost of their raw material—crude oil. 


POINT 4 


The testimony adduced at the hearings, including references to previous 
congressional reports, substantiates the need for continued application 
of the depletion provision in the Federal income taz laws to oil operations 
in areas outside of the United States of America, as well as those within 
this country. The success of American oil companies in developing oil 
reserves abroad has made an invaluable contribution to the security of the 
country and its allies. 

The Congress of the United States, in order to encourage the 
exploration for and production of oil, provided for percentage deple- 
tion. This deduction has been a part of the United States income 
tax system and has been available to all owners of oil properties 
without distinction between those in domestic and those in foreign 
operations since 1926. During the course of these hearings the 
question was raised as to whether the depletion allowance for the 
production of oil in foreign countries was justified. Congress knew 
what it was doing when it provided for such depletion allowances, 
To augment the reasons for such depletion allowances, it would do 
well to examine the testimony taken during the joint Senate sub- 
committee hearings on the oil for Europe program as well as testimony 
and reports from previous congressional hearings. One such report 
is the final report of the Special Committee Investigating Petroleum 
Resources entitled “Investigation of Petroleum Resources in Relation 
to the National Welfare,” Report No. 9, 80th Congress, 1st session, 
submitted by the chairman, Senator Joseph C. O’Mahoney, January 
31, 1947. This report was the culmination of joint hearings before 
a subcommittee of the Committee on the Judiciary, United States 
Senate, and the Special Committee Investigating Petroleum Resources 
which conducted lengthy and effective hearings beginning in 1945. 
The above referred to final report went into such items as the necessity 





oS ane Oe * 


eO-. SO Orwr Ot & 


ee | 


oOo“ 


- Q2D 


ae 


PETROLEUM—ANTITRUST LAWS AND POLICIES 117 


for petroleum, the%3costs of{its exploration and development; the 
benefits to the United States economy; benefits to foreign countries 
from American oil operations; the risks involved to American com- 
panies operating on foreign soil; the importance for foreign oil to the 
defense and security of our country, and other such factors. 

The 1947 report strongly advocates the essentiality of production of 
oil in foreign countries. ‘The report states: 


Foreign concessions in which these investments are made 
involve operations of such magnitude, often affecting vast 
areas and large segments of native populations in the stage 
of agricultural or nomadic civilization, that the companies 
must engage in activities which are normally considered the 
function of government, charity, or industries of other types. 

The very size of many foreign concessions, covering areas 
sometimes greater than most States of the American Union, 
and affecting the economic welfare of all inhabitants of the re- 
gions where located, necessitates complicated negotiations be- 
tween the companies and the foreign governments concerned. 
The resulting contracts have, therefore, an intimate relation- 
ship both with the economy and the politics of foreign coun- 
tries. 

The economic impact of the production and distribution 
of petroleum upon the people of all nations of the world 
is so great that not infrequently a strong movement develops 
toward nationalization of petroleum resources in those 
countries where oil deposits are found, and toward estab- 
lishment of state oil-trade monopolies in other countries that 
are on an import basis. 


THE NECESSITY FOR PETROLEUM 


It is appropriate here to repeat that in time of peace a 
nation, to maintain a first-class rating in the trade and com- 
merce of the modern world, must have access to an abundant 
supply of oil because mechanized industry and transportation 
depend upon it. Oil is also of basic importance for purposes 
other than the provision of energy. Petroleum lubricates 
the fleets, airplanes, and machines of the world. It is a 
raw material in the whole field of chemicals. It is used in the 
manufacture of pharmaceutical products, paints, solvents, 
plastics, and synthetic rubber. It is used as fuel for domes- 
tic pecans and for heating generally, on an ever-growing 
scale. 

Furthermore, in time of war, as twice demonstrated on a 
large scale in the present century, a nation, to remain a 
first-class power, must have petroleum resources immed- 
iately and continuously available in virtually unlimited 
volume. Oil is the sine qua non of military victory. 


NATIONAL DEFENSE 


If the United States should become engaged in a war 
waged wholly or partially outside its boundaries, the avail- 
ability of oil from American reserves near the foreign theater 








118 PETROLEUM-——ANTITRUST LAWS AND POLICIES 


of hostilities would be advantageous. To the extent that the 
war were waged within or near the continental United 
States, the reserves within this country would be of para- 
mount importance. 


As to American petroleum interests in foreign countries, the 
O’Mahoney 1947 report states: 


Too little understood is the place in our modern economy 
occupied by the American oil companies operating abroad. 
They have achieved by their initiative a dominant position 
in foreign commerce, a position which is maintained, upon the 
one hand, by contracts, concessions, and understandings 
with various governments and, upon the other hand, by the 
routine functions of trade, in the refining and distribution 
of their products. These companies have, therefore, an 
impact both in the political and in the economic sphere. 

In the political sphere, they have relations not only with 
the governments of the countries where petroleum 1s pro- 
duced, but with the governments of the countries where 
petroleum products are sold and where, not infrequently, the 
object of the foreign government is to establish some form of 
state monopoly or cartel by which the course of commerce 
in petroleum will be guided as the government may desire. 
Then, too, these companies have relations with the Govern- 
ment of the United States, whereby they endeavor to keep 
the Department of State advised as to their current activities 
and programs to the end that the same will not be contrary 
to American foreign policy and that the companies will be 
in a position to request prompt diplomatic protection when 
necessary. 

As to economic sphere, the report cites: 


- In the economic sphere, the foreign operations of American 
oil companies constitute a major factor in world trade. 

. These operations, moreover, are not a thing apart from the 
domestic oil industry—indeed, they are closely meshed with 
it. The companies which engage in foreign operations do 
= so as a part of their overall activity, either directly or 
through subsidiaries and affiliates. Hence, the financial posi- 

tion of the companies is strengthened by the profits of world 

trade, thereby benefiting directly hundreds of thousands of 

stockholders including over 42,000 banks, 700 insurance 

companies, and 3,700 charitable or educational institutions. 

Practically all oil imported into the United States is pro- 

duced by American companies, and, of course, a goodly por- 

tion of the purchase price eventually finds its way to Ameri- 

can stockholders. The United States Treasury also receives 

large sums in duties and income taxes arising from these 

foreign operations. The purchase in this country of drilling 

machines, pipelines, and refinery equipment for foreign in- 

stallation involves an annual expenditure of many millions of 

dollars. Moreover, it is urged frequently that the increased 

purchasing power of the foreign oil-producing countries, all 

of which benefit economically from the American pioneer who 

so often has been the first to tap the underground resources 
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of distant regions, is reflected in increased exports from the 
United States in response to the stimulated demand for 
American-made goods. * * * 

* * * The prospect of improved living standards abroad 
is further enhanced by the manifold benefits to foreign coun- 
tries through the very presence of the American oil invest- 
ment therein. Likewise the social and educational benefits, 
resulting from the American investment and the policies of 
the companies, are manifold. Thus, in 1937, royalties and 
taxes paid in all foreign countries by American petroleum 
companies exceeded $687 million. Thousands of the na- 
tionals of these countries find welcome employment, skilled 
and unskilled, by the oil companies, and other thousands find 
employment indirectly as the result of such large-scale opera- 
tion. Homes, hospitals, schools, highways, port works, 
power and light plants, telephone and telegraph lines, air- 
ports, water wells, facilities for drainage, irrigation, sanita- 
tion, etc., have been constructed in many parts of the world 
where they had been rarities. It is of small moment that 
some of these improvements were motivated by a policy 
designed in the long run to profit the companies. The local 
benefits are no less real because business enterprise is suffi- 
ciently enlightened to cultivate good will. 

It is obvious that operations in sparsely populated and 
remote areas, often in swamps, jungles, and deserts, are ex- 
tremely costly. When, added to such costs, there is taken 
into consideration the gamble inevitable in all oil exploration, 
it is apparent that only companies with vast financial re- 
sources could undertake such enterprises. For example, a 
sum in excess of $60 million was expended before the first oil 
was shipped from the Barco concession in Colombia, 23 years 
after the original acquisition of the concession by American 
interest. In Venezuela the Creole Petroleum Corp. spent 
$42 million between the date of first investment (1920) and 
the date of first discovery (1928); and before the first oil was 
commercially marketed 2 years later, the company invested 
$6 million more. 


The political risks involved are related thusly in said 1947 report: 


Political risks also attend foreign oil operations, ranging 
from governmental competition, compulsory refinery installa- 
tion, and trade and exchange control on the one hand, to 
revision or cancellation of contracts and outright expropria- 
tion on the other. In this hemisphere, Bolivia and Mexico 
took the initiative in nationalizing their petroleum deposits 
and in expropriating foreign oil properties. In Europe, 
American oil interests which had made substantial invest- 
ments in Rumania and Austria and had pioneered dis- 
coveries in Hungary now find their holdings after the war 
under control of Russia which previously expropriated 
American oil properties acquired under the Empire. Oil 
lands which have been prospected and developed in Saudi 
Arabia, Kuwait, Bahrein Island, and throughout the Iraq- 
Iranian areas are involved in the conflicting politico-economic 
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ambitions of Russia, Britain, France, and the Netherlands, 
to say nothing of the United States and the inhabitants of 
Palestine. * * * 

* * * Of late, however, the question has presented itself 
to what extent an American company may safely go in 
complying with foreign regulations or indirect pressures, and 
still not offend the antitrust laws of the United States. 
Related to this question is the proper delimitation of the 
scope of the antitrust laws insofar as world trade is con- 
cerned. An American company which ventures its capital 
abroad is entitled to know with a reasonable degree of 
certainty whether a prospective course of action is not 
unlawful under the statutes of the United States, if for no 
other reason than a wrong choice may affect the extent of 
diplomatic protection. By the same token the Government 
is entitled to know at least in outline the principle programs 
and prospective foreign commitments of American petroleum 
companies. Although monopolistic practices may be un- 
popular and unsound, yet American oil interest abroad, if 
disqualified from participating in trade under the foreign 
rules and customs, may easily lose position to alien com- 
petitors. Thus, then, is a dilemma of national petroleum 
policy which calls for decision. 

Size alone does not constitute monopoiy. Indeed, bigness 
is frequently essential in modern industry for the greatest 
efficiency, and has other advantages of importance to 
society. The attainment of a dominant position in the 
business world, acquired through honest effort, is not a 
violation of the law. It is only the unfair methods of trade, 
which seek to destroy or exclude competitors by means of 
intercorporate stockholdings, or by agreements between 
present or potential competitors, whereby control of com- 
merce among the States or with foreign countries is secured, 
that are anathema to the people of the United States. But 
an how far shall we go in advancing beyond our borders the 

principles of the laws against restraint of trade? 


~ 
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« The following colloquy between the chairman, Joseph C. O’Mahoney 
and Mr. F. A. Davies, chairman of the board of Arabian American 
Oil Co., further substantiates the soundness of the long-standing 
policy of Congress in providing for depletion allowances under the 
Federal income tax law without distinction between domestic and 
foreign oil production. 


Mr. Davies. There has been quite a bit of questioning 
and perhaps indications around here both this morning and 
this afternoon that Aramco had done something which isn’t 
entirely correct in the course that is pursued in taking credit 
for income tax paid and taking into effect this depletion 
allowance. * * * 

We are pretty proud of our company out there. We 
think we have done a good job for Saudi Arabia and we 
think we have done a very good job for the United States. 

Senator O’Manoney. I want to make it clear, we all 
know that the depletion allowance was provided by a law of 
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Congress. That a law of Congress was enacted which was 
cnpeee to encourage the development of American capital 
abroad. 

Mr. Daviss. I think that is a very fundamental objective 
of our entire foreign policy, the encouragement of private 
American capital to go abroad. 

Senator O’Manoney. It was so adopted by Con- 
gress. * * * 

Mr. Daviss. Senator, so far as I know since 1918, since 
the end of World War I, that has been a basic pose of the 
United States Government, to do what it could to encourage 
private American capital to go abroad. The objective, of 
course, is twofold, we want to improve the standard of living 
and the welfare of the people abroad and as a result of that 
we want to build up markets for American goods as their 
standard of living rises. Also there are the profits paid out in 
dividends that we have been talking about here that comes 
back and enriches the economy of the United States. 

That is true in general in all kinds of industry. Manu- 
facturing, anything else. But I think in connection with 
oil, there is still another consideration. I think that oil 
companies have been especially encouraged to go abroad 
because the United States feels that the development of a 
large reserve of oil in foreign countries by American opera- 
tors increases the security of the United States. 

Therefore, I don’t believe that at a time like this, after 
there had been such success in following that policy over 
the years, that there should be any removal of that incen- 
tive by either the elimination of the tax-credit policy or the 
elimination of the depletion allowance. 

In other words, I don’t believe that our country is ready 
to subscribe to the principle of double taxation. It is cer- 
tainly in the case that in the United Nations and, I think, 
throughout the world as a whole, that that principle is being 
set aside. Since that law went into effect, 1 know you know 
this Mr. Senator, since that law went into effect in 1918, 
we have engaged or entered into, I think it is 19 tax treaties 
with different countries around the world which recognize 
that same principle of creditability of taxes paid in the for- 
eign country. I hope I have made my position clear. I 
can go on. 

Senator O’Manonry. That is clearly understood by Mem- 
bers of Congress at least, what the law is and why it was 
enacted. 

Mr. Davins. Yes. As far as the depletion allowance is 
concerned, I think we are entitled to it on the basis of what 
the future holds for us in Saudi Arabia. You brought out 
this morning with Mr. Duce, for the next 40 or 50 years we 
will get the benefit of the depletion allowance out there and 
believe me, we are going to need it. When we wind up with 
our relinquishment program we will wind up with an area 
that is larger than your two States, Colorado and Wyoming. 
Our operations there today in the discovery of oil have not 
been very expensive. They bave been very profitable. We 
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have, you might say, skimmed the cream out of our opera- 
tions there. We have drilled the big structures, the ones we 
could perhaps find readily and look tremendously large, but 
with the exploration work we have done over the rest of our 
area which Mr. Duce also mentioned this morning, we don’t 
have any leads which would indicate to us that we expect 
to find another Gahwa field or another one of those tremen- 
dous fields out there. We will have very expensive explora- 
tion from now on, and it is for that that we feel we are 
entitled the depletion allowance. Not only is Aramco en- 
titled to it but to the dividends we talk so much about. 
They go to our stockholders. That money helps them for 
the places that they sink a lot of money and don’t get the 
bonanza we get in Saudi Arabia. There have been only 
about 2 or 3 like that. That has been hitting the jackpot 
or a bonanza. For every one of those, there are thousands 
of the other kind. I don’t think the United States or any- 
one else is going to decide what they are going to do regard- 
ing double taxation or depletion allowance solely on the 
basis of what one very profitable company has been able to 
accomplish. 


It is very pertinent to reflect what the recent Middle East emer- 
gency, created by the closing of the Suez Canal and the damaging of 
the Iraq pipelines, has done to the international flow of oil. For that 
reason, for the defense, security, and economy of our country as well 
as our allies around the world, we must be constantly encouraging 
the production of oil in new areas to assure ourselves that in the event 
of future emergencies affecting the supply of oil rather than its mere 
distribution, as in the case of the recent Middle East crisis, that 
sources of oil can be made available to assure smoothness in the inter- 
national flow of oil. The depletion allowance available to foreign oil 
operations creates the confidence and incentive for future exploration 
of oil in foreign lands. 

It is most important that access to and development of foreign 
reserves be maintained. The need for such access and development 
should be apparent when we realize that as testified by Mr. Rathbone 
on March 6, 1957: 


We have today possibly 20 percent of the known reserves of 
oil in the world and we consume about half of the world’s 
consumption of oil. 


It should be pointed out that the discrimination against foreign oil 
production through a reduction in the depletion allowance would 
immediately and drastically affect our best customer and closest ally, 
Canada. American companies have invested hundreds of millions of 
dollars in the Canadian oil search. Results have been promising but 
so far the investment greatly exceeds the return. With a continuation 
of the present depletion policy hundreds of millions of dollars more 
will probably be invested adding substantially to Canada’s reserves, 
which in the event of a national emergency would be as strategically 
situated and available as our own. A reduction in the depletion 
allowance on foreign production could only result in a reversal of this 
advantageous trend. 
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Another significant consideration in the continuation of the present 
depletion policy is the fact that, as testified to by several witnesses, oil, 
reserves are more difficult to locate and more costly to produce. 
The President’s Materials Policy Commission report, volume I, page 
107, states: 


But no matter how large the Nation’s petroleum resources 
ultimately prove to be, one fact is now clear: eventually the 
resources will dwindle and become progressively inadequate. 
One warning signal has already appeared; within the last 5 
years United States demand for crude production has begun 
to outstrip domestic production, and for the first time the 
United States has become an important net importer. * * * 


With this fact of economic life before them, an increasing number 
of smaller American companies and individual producers have staked 
claims in foreign countries. As on the domestic scene this latter 
group derives a relatively greater benefit and is much more dependent 
on the depletion allowance than the larger companies. Any tamper- 
ing with the depletion allowance would discourage this new group of 
foreign investors and such tampering would undoubtedly be regarded 
as an act of bad faith in connection with money already invested in 
exploration with the hope, but not the realization, of production. 

Other large foreign investments have been made in recent years 
in reliance, at least in part, on percentage depletion. Thus tremen- 
dous sums have been spent by the steel companies on iron mines 
located in Venezuela and Labrador. Both these sources are welcome 
additions to our own dwindling reserves of iron ore. Surely such 
essential foreign investments would be less likely undertaken in the 
future without the assurance of the depletion iBinoante: 

Before concluding point 4, it might do well to reemphasize two 
factors: 

An increase in the United States income tax on foreign oil production 
through elimination of the depletion provision would place American 
companies at a competitive disadvantage with foreign companies. 
Many foreign nations do not tax their corporations on income derived 
from sources in other lands. In some instances, governments are 
encouraging domestic development and are providing assistance in 
various ways. 

The second factor is that a reduction in the depletion provision for 
foreign production would discriminate between domestic and foreign 
operators. As pointed out previously, depletion is justified. Part of 
the reason for justification of depletion is the enti risk in producin 
oil. This is true of domestic and foreign production. The remova 
of the foreign depletion deduction would constitute a denial of this 
factor insofar as it affects foreign operations. Certainly, if we wish 
to encourage the smaller operators to venture abroad, this is an 
important consideration. As the President, in his budget message 
submitted to Congress on January 21, 1954, stated: 


Our tax laws should contain no penalties against United 
States investment abroad, and within reasonable limits 
should encourage private investment which should supple- 
ment Government economic aid. 
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POINT 5 


The testimony adduced at the hearings, including references to previous 
congressional reports, substantiates the reasons for payments of foreign 
income tax as a credit against payments toward United States Federal 
ancome-tax payments. If forergn income taxes could not be used as a 
credit against payments toward United States Federal income tazes, all 
American business would be taxed twice and under a great handicap in 
competing with companies domiciled in other countries. If income taxes 
paid to certain forergn countries were disallowed as credits, that not only 
would be discrimination against the American companies affected, but 
also would put the United States Government in the position of discrimi- 
nating as between friendly foreign countries. 

During the course of the joint Senate subcommittee hearings, issue 
was taken pertaining to the payment of foreign income tax as a credit 
against Arabian-American Oil Co.’s Federal income tax. The charge 
was made that the income-tax law decree by the Arabian Government 
was a scheme to aid the Arabian-American Oil Co. in avoiding the 
payment of Federal income taxes to the United States. 

he minority does not wish to leave the impression that the United 
States Government should deprive itself of valid payments of income 
taxes under our income-tax law, for we know that with the high cost of 
financing Government operations, every available dollar would be 
most welcome. Some say that the position of the minority has been 
too conservative and has been attempting to cut appropriations to the 
bone to maintain a balanced budget to the degree of curtailing certain 
worthwhile governmental programs. 

However, the minority takes the position that we should fully 
examine our Federal income-tax laws with respect to the following: 

1. The provision of the credit being allowed an American firm 
operating in a foreign country which must pay income to that foreign’ 
country; 

2. The advantages of this provision inuring to the United States 
Government; and 

3. The benefits of this provision inuring to foreign governments. 

It has been pointed out that the above-referred-to tax credit has 
been the law of our land since 1918, and the United States Govern- 
ment has held firmly to that principle all of these years. Much of 
the reasoning under point 4 for the need of the depletion deduction 
under our Federal income-tax law on oil production in foreign lands 
could be made applicable to the discussion under this point for the 
need of a credit against United States Federal income tax for taxpay- 
ments made to a foreign government on income earned in that foreign 
land. In addition to the reasoning and quotations set forth in point 
4, it would do well to examine the testimony of Douglas Erskine, tax 
counsel for the Arabian American Oil Co., wherein he states: 


Sir, while you are looking into this subject I think that 
the Congress should look into the subject from all sides. 

One thing that I would like to point out to you is that 
the foreign tax credit is not something which is merely 
available to all oil companies. 

It is available to any United States corporation and for 
that matter any United States citizen indivually who 
happens to be doing business abroad and deriving income 
from foreign sources. 
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It is based upon a principle that the local government, 
the government of the country in which the business is 
done, and in the case of natural resources most particularly, 
the country from which the natural resources are derived 
has the primary right to tax the income from that sort of 
thing. 

That principle is something that Congress recognized in 
1918 and has adhered to steadfastly all these years since. 

It is the principle that has been recognized, as Mr. Davis 
pointed out to you, in some 19 tax treaties which the United 
States has made with foreign countries. 

It is a principle which quite recently was expounded in 
the United Nations report on the effects of double taxation, 
and it is by and large a salutary principle. 

Now, when a United States corporation operates in a 
foreign country, it has no alternative but to pay the foreign 
income tax if there is one. 

If on top of that it must also pay the United States income 
tax, it is at a serious competitive disadvantage within that 
foreign country compared with other corporations. 

In this particular instance, for instance, the United 
Kingdom income-tax law provides what is in effect a credit 
although they call it unilateral relief so that they do get a 
credit for the tax. . 

The one we would get, we would be in a competitive dis- 
advantage in the Persian Gulf area and the oil business as 
a whole if we did not also get a foreign tax credit. 

So the whole purpose of this foreign tax credit is to relieve 
the United States corporation of the double taxation effect 
of going into business in a foreign area. 


The quotation from the colloquy between Senater O’Mahoney and 
Mr. F. A. Davies referred to in point 4 further emphasizes the justifi- 
cation for the tax credit on income taxes paid to foreign government, 
and should be considered here. 

The staff report leaves the impression that the United States 
Treasury receives nothing with respect to Aramco’s investment in 
Saudi Arabia. This is not so. It has been indicated that for the 
periods 1950 through 1956, the 4 corporate stockholders of Aramco 
paid an aggregate of approximately $107 million in United States 
taxes on the Aramco dividends, and in turn it has been estimated 
that when the dividends are paid to the public stockholders of the 
Aramco parent companies, an additional $378 million will have been 
incurred in United States taxes, for a total in the 7 years in question 
of approximately $485 million in United States taxes. 

To set the record straight, a brief discussion is necessary on how 
the Arabian income tax decree was instituted. The testimony shows 
that in 1933, Standard Oil Company of California, the original 
company, obtained a concession in Saudi Arabia, covering a 60-year 
period. The concession required that the Standard Oil of California 
could carry on all the operations having to do with discovery, develop- 
ment, sale, transportation, and marketing of crude oil. The conces- 
sion provided that Saudi Arabia would receive a royalty in the nature 
of 4 shilling gold per ton or in American money, 21 cents a barrel. 
With crude oil selling ‘at approximately $1 per barrel; and after 
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subtracting costs, it meant therefore that Saudi Arabia would receiyg 
approximately one-half of the net revenue obtained by the Standard 
Oil Company of California. Later, Texas Co. and then Socony 
Mobil Oil and Standard Oil of New Jersey jointed Standard Qj] 
Company of California as the four oil companies owning the stock of 
Arabian American Oil Company. The testimony further shows that 
the Saudi Arabian Government began pressuring the Arabiap- 
American Oil Co. for a higher revenue from Aramco’s operations ip 
Saudi Arabia. Much of this pressure resulted from the fact that the 
Government of Venezuela had been receiving what amounted to 
50-percent share of the proceeds from its oil since 1948 by way of 
income tax and other exactions. Quoting from the record Mr, 
Davies states: 


lt (facts leading to 50-50 division of profits) was brought 
about as a result of the increasing pressure of the Saudi 
Arabian Government for a good many years for a larger 
share in the venture out there which culminated in the agree- 
ment of December 1950. For a good many years, the Saudi 
Arabian Government had indicated this dissatisfaction. 
They felt, as I mentioned before, that their take should 
be greater. Conditions had changed. Other people, other 
companies, other countries were getting greater returns from 
their oil. The Saudi Arabian Government had just entered 
into the contract with the companies on the Saudi Arabia’s 
half of the neutral zone and the terms they obtained were 
much more than ours. Venezuela had come to its test early. 
The Saudi-Arabian Government knew all of those things. 
Our concession had increased greatly in value. We had 
developed a big reserve out there. They wanted more. 
They asked as early as 1948 “‘isn’t there some way in which 
we can get a greater take?” and a little later than that they 
said ‘‘isn’t there some way in which the income tax you pay 
to the United States can be diverted to us in whole or in 
part?” In the meantime they had been visited by a repre- 
sentative of the Treasury Department and they knew of 
that situation which existed. 


It should be pointed out that the representative of the Treasury 
Department that went to Saudi Arabia to help them with their 
“extraordinary and unique monetary problems” was Mr. George A. 
Eddy who went to Saudi Arabia in the year 1948 at a time when the 
Secretary of the Treasury was the Honorable John W. Snyder. Mr. 
Eddy’s testimony before the subcommittee stated: 


There was one question that was asked me by a subordinate 
official, something to the effect: ‘““What kind of arrangements 
are there throughout the world by which the owners of oil- 
bearing lands participate in the income from the production 
of oil?” * * * I consulted with the United States Ambas- 
sador whether I should answer the question at all and he said 
I should and I then went back to this official and said that I 
was by no means qualified to give him expert advice on that 
subject. I was trained in another area but that so far as I 
knew there were several different arrangements. I cannot 
recall all the ones I named. One was a direct royalty. One 
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was, I believe, a rental arrangement. One was a stock par- 
ticipation. One was anincome. And there may have been 
several others, I can’t recall now. This conversation took 
place in probably November 1948. 


The testimony further shows that Saudi Arabia’s Government had 
come to the conclusion that they desired the income tax and in 1950 
promulgated their income-tax decree. Re arding the question of a 
tax Gredit in relation to this decree, Mr. McHugh asked Mr. Davies 
this question: 


Was there any consideration at that time whether or not 
the United States would permit this tax to be claimed as a 
credit against the United States income tax? 

Mr. Davies. We certainly assumed that it would be be- 
cause of the laws as they existed at that time. 

Mr. McHvueu. Was there discussion with a Treasury 
official or Internal Revenue official concerning this? 

Mr. Daviess. Not that I know of. 

Senator Dirksen. That was existing law, wasn’t it? 

Mr. Davis. Existing law? Yes, sir. 


Shortly after the close of the hearings ‘there were several press 
releases and statements made on the floor of the Senate pertaining to 
what was termed a scheme by the Saudi Arabian Government and 
Aramco to avoid payment of income taxes to the United States. This 
was based on the fact that the concession signed by the Arabian- 
American Oil Co. with Saudi Arabi provided that no income taxes 
would be charged by the Saudi Arabian Government agains the profits 
made by Aramco during the term of the concession which ran until 
1993. 

The testimony will reflect that, although Aramco had a 60-year 
concession, running through 1993, on several occasions under constant 
suggestions by the Saudi Arabian Government, Aramco voluntarily 
acquiesced to Saudi Arabian wishes. One of the major illustrations was 
Aramco’s giving up of valuable areas under the original concessions and 
releasing those areas back to the Saudi Arabian Government. One of 
those areas has proven to be one of the most successful oil operations in 
the Middle East which in this case, the oil operation was owned and 
operated by independent oil operators; namely, American Independent 
Oil Co. and Getty Oil Co. 

The record reflects that Aramco knew that the Saudi Arabian 
Government was not happy with the terms of the concession they had 
granted to Aramco, especially in view of the more profitable arrange- 
ments that other countries had with other companies, and their other 
reasons as previously stated. 

The record demonstrates that Aramco resisted the pressures of the 
Saudi Arabian Government to change the concession agreement as 
long as it was prudent to do so. However, it must be conceded that 
in dealing with a soverign government there are limits to a private 
corporation’s resistance. In view of this fact of life, Aramco con- 
cluded a new arrangement. It is interesting to note that at that time 
similar pressures exerted by the Government of Iran against the 
Anglo-Iranian Oil Co. were resisted to the bitter end. Subsequent 
events may be said to speak for themselves. 

In answer to the charge of wrongdoing made by American oil 
companies operating abroad who have made extensive profits without 
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paying taxes directly to the United States Treasury on their foreign 
income, it may be summarized as follows: 

1. Every American company which ventures on foreign soil jn 
search of oil isn’t successful in each of its business ventures. The 
losses in those business ventures offset the financial successful ones, 

2. Many of our American companies outside of the oil business 
pay higher income taxes abroad than apply at home, and hence pa 
no United States income taxes on business income originating abroad, 
This further accentuates the unfairness of collecting United States 
income taxes on top of income taxes to foreign nations on the same 
income. 

3. It is an accepted doctrine that the nation from which the oil jg 
produced and is having its resources depleted should be entitled to 
the income taxes. 

4, Although the United States may not derive taxes directly from 
foreign income earned in foreign nations by American oil companies 
that does not mean that the United States Treasury does not realize 
tax revenues which are traceable to said foreign income on oil. As 
pointed out earlier, the United States Treasury has received approxi- 
mately $485 million in United States taxes in a 7-year period from 
the operations of Aramco. 

POINT 6 


Majority report largely adopting the unwarranted charges of the staff 
members that ownership by major oil companies of pipelines is monopo- 
listic, denies the independent producers of crude oil access to markets, 
and restricts sources of crude oil to independent refiners is not justified, 
not based on any facts, and demonstrates a complete misunderstanding 
of pipeline operations. 


The minority of this committee is strongly of the opinion that, 
in light of the critical charges made during the pipeline phase of this 
hearing without adequate opportunity being afforded to responsible 
members of that segment of the oil industry to rebut and answer such 
charges, it must of necessity, in fairness, and in the best interest of our 
national economy, comment on such charges. 

These criticisms are contained in a report of a hearing held as to 
matters relative to the oil lift for Europe during the shutdown of the 
Suez Canal and the recent increase in crude-oil prices. The record of 
this hearing does not justify the reckless findings and recommenda- 
tions made by the subcommittee staff on which the majority report is 
predicated. The staff report was based on unsupported and erroneous 
statements made by a few witnesses at the committee hearings without 
an opportunity being given to the pipeline industry to refute the same. 
In a full hearing were a cross section of the independent refiners and 
producers could be heard, the evidence would overwhelmingly prove 
how groundless these statements are. 

The minority has received several recommendations since the staff 
report, answering the erroneous and groundless charges contained in 
the staff presentation relative to oil pipelines. In letters from the 
Committee for Oil Pipelines, it states as follows: 


* * * Had the hearing and investigation been set up for 
the purpose of looking into the functions and operations of 
the domestic common carrier oil pipelines, we would have 
produced as witnesses independent crude-oil producers, from 
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all oilfield sections of the country. In such a hearing they 
would collectively be the best supporters for the oil-pipeline 
industry as it is now organized and carried on. 

We submit that the charges against the oil industry, the 
oil-pipeline industry, and the Interstate Commerce Com- 
mission are false and wholly unsupported by a factual basis. 
The findings of the staff rest upon the opinions and claims 
of the handful of witnesses who are representatives of inde- 
pendent producers who did not have purchasers for their 
crude oil or who owned wells in isolated areas that for eco- 
nomical reasons were not connected to pipelines. Certainly 
the testimony of these few witnesses should in no way estab- 
lish a criterion for connection with approximately 550,000 
producing wells scattered over the Nation. 


The ownership by oil companies of the pipelines is pictured as giving 
these companies unfair advantage over the independent producers by 
preventing the latter from enjoying the benefits of a competitive 
market. The falsity of this conclusion is demonstrated by the letter 
of the Independent Producers Association of America addressed to the 
honorable chairman of this subcommittee dated June 24, 1957, en- 
closing a copy of a memorandum on oil pipelines which criticizes 
each and every conclusion and accusation made by the staff report. 
The IPAA is an organization made up of thousands of independent 
producers and refiners in no way connected with the integrated oil 
companies, the parties against whom the alleged discrimination has 
been made. ‘These independent producers reaffirm their long recog- 
nized position that independent producers of oil are interested in a 
market for their oil in the field where produced and are in no wise 
contending or recommending that the present operation is not entirely 
satisfactory to this big segment of the industry. 

The majority report, and the staff report on which it is largely 
based, show lack of familiarity with the fact that pipeline companies 
are completely regulated as common carriers and that the pipelines 
are not purchasers of crude oil. All pipeline carriers transporting 
oil in interstate commerce are subject to complete regulation by the 
Interstate Commerce Commission and have been so since 1906 when 
the Hepburn Act was passed. Intrastate pipelines are controlled by 
regulatory agencies of the respective States. Pipelines are not and 
have never been purchasers of crude oil. All of the complaints of 
the few witnesses in this hearing are really based on the fact that 
they do not have purchasers for their crude oil in the field. Without 
a purchoser, crude oil will not be transported by pipeline or otherwise. 

The charge that pipelines discriminate against the independent 
producer and refiner of oil implies that the ICC has been derelict in 
failing to carry on its duties and functions prescribed by law in the 
Interstate Commerce Act. 

A basic understanding of the origin and function of the oil pipeline 
is necessary for an intelligent evaluation of this matter. The lad is 
as intimately related to the producing and refining processes of the 
oil industry as the conveyor is to the automobile industry’s assembly 
line. In one area the crude oil is produced; in another, there is a 
er for it at the refinery. The two are linked together by the 
pipeline. 
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The oil industry alone is sufficiently interested to risk its capital in 
welding this link, and so the basic factor in the construction of a new 
pipeline originates from a refinery need at destination and a supply 
of crude oil at origin. That is why nearly all pipelines now in petroleum 
service have been built through investment of private oil-industry 
capital. That is why most of the pipelines are and have been tradi- 
tionally owned by one or more oil companies—both large and small. 
It is a myth to think that only the larger oil companies own pipelines, 
Had not the oil industry and the pipeline industry invested private 
capital to build pipelines, it is doubtful that the great network of 
oil lines which operate in more than 40 States would exist. 

People not affiliated with the oil industry may construct oil pipe- 
lines if they can secure the risk capital and are willing to gamble on 
obtaining enough business to justify the venture. Recently, the 
Southern Pacific Pipe Lines, Inc., a subsidiary of the Southern Pacific 
Railroad Co., constructed a products line from Los Angeles to Phoenix 
and from El Paso to Phoenix. A subsidiary of the Northern Pacific 
Railroad is part owner of the Butte Pipe Line Co., a crude line ex- 
tending from Poplar, Mont., to points in Wyoming (annual report 
of the ICC). 

At the end of 1955, there were 188,540 miles of oil lines, consisting 
of 115,014 miles of trunklines and 73,526 miles of gathering lines 
(annual report of the ICC). 

Anyone familiar with the oil-pipeline industry knows of the tre- 
mendous expansion program since World War II. During the years 
1946 to 1956, inclusively, there were 48,315 miles of new principal 
trunklines built at a cost of over $2 billion. Without this vast con- 
struction program, it would have been utterly impossible for the oil 
industry to satisfy the enormous increase in postwar demand for 
petroleum products. 

The staff report complains that the oil-lift program was seriously 
impaired by lack of pipeline facilities during the Suez crisis. It 
would have been desirable for a brief period of time if there had been 
more trunk pipelines running from west Texas to the Gulf Coast. 
However, the allowable production, together with a large quantity of 
storage oil, was efficiently moved through existing pipelines either to 
the gulf coast or by other routes. It would be uneconomical to con- 
struct and maintain standby pipeline capacity to the gulf coast com- 
pletely adequate to have served the emergency Suez crisis. The 
annual report (1956) of the oil and gas division of the Railroad Com- 
mission of Texas, which was issued last month, contains the following 
statement: 

PIPELINES 


The pipeline industry of Texas has kept pace with the 
State’s great economic growth for the past 55 years to the 
extent that every producing oilfield of any size in this State 
is properly served. There are at the present time more than 
31,000 miles of trunklines in operation. Included in this 
mileage are several thousand miles of lines that lead from 
various oilfields to refineries located in different sections of 
the State. A number of these lines also lead to various 
water terminals on the Texas coast, where oil and/or oil 
roducts is loaded on tankers for export. The trunk pipe- 
ines in Texas are near the various oilfields in order to render 
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the necessary service. The lines are so located that any new 
field will have adequate connection to a nearby pipeline 
system or common storage facilities. 


It is important to consider the nature of the common-carrier func- 
tions of a pipeline. The raw material (crude oil) which pipelines trans- 
port is of iow intrinsic value—about 1 cent a pound—and of no value 
to anyone until it is broken up and refined into its thousands of use- 
ful products. Traffic moves in only one direction from the producing 
field to the refiners. Refiners are the only market for crude oil. The 
refinery market for crude oil by means of pipeline is thereby extended 
to the producing areas so that the user of crude oil, the refiner, has a 
direct relationship with the producer in the field. If the pipelines 
were not owned by the oil companies, or their stock not held by such 
oil companies, the market for crude oil at the refineries would not be 
increased and the purchasing oil companies would still need the same 
amount of oil. A nonaffiliated common-carrier pipeline transporting 
oil to the refinery would have no greater incentive or reason to pro- 
vide market outlets for the independent producer in the producing 
area than now exists. In fact, independent refiners have greater 
flexibility of pipeline service in most intsances than others. The 
competition to serve them is such that in many instances independent 
refineries have 2 to 4 pipeline connections, whereas the large or major 
oil company which finances and builds the larger pipeline systems 
usually has only 1 connection. 

Further proof that the interstate oil pipelines are common carriers 
in fact as well as in law is evidenced by the fact that approximately 
40 percent of all crude-oil movements ultimately reaching refineries are 
for companies other than the owners of the pipelines. 

A member of the committee staff charges that pipelines are guilty 
of various forms of price discrimination, that they operate as private 
carriers, and that they indulge in pipeline proration and designate 
truckers for those who have no pipeline connections. These wild 
assertions are not true. The common carrier pipeline industry is 
prohibited by law from discriminating against anyone in service or 
in the rates charged. Crude-oil pipeline companies, being engaged 
solely in transportation for hire, neither purchase, sell, market nor 
own crude oil and, therefore, are not in a position to discriminate as 
to price. Their rates and charges, being subject to approval by the 
Interstate Commerce Commission and State regulatory agencies, may 
be questioned by any shipper. The fact that their rates and charges 
are fair is evidenced by the fact that such complaints are nonexistent. 

The pipeline owners, who purchase crude oil in the fields, are re- 
quired by State scnmmenepinelaiae laws to buy without discrimination 
within a field and without unjust and unreasonable discrimination as 
between fields. Therefore, the crude purchasers may not and do not 
discriminate as to purchases in favor of their own production. If the 
purchaser in a field does not need all of the oil allowed by" State 
regulatory agencies to be produced in the field, he must purchase 
ratably as between all wells, including his own wells and production. 
Purchaser ratable take rarely occurs and usually results from refinery 
shutdowns due to strikes, fires or other emergencies. The staff mem- 
ber above referred to indulges in the common misconception that 
pipelines purchase oil and utilize pipeline proration. They have 
confused pipeline proration with purchaser ratable take. As required 
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by law, pipeline proration requires the pipeline to haul for all customers 
alike when there is more oil than the lines are capable of handling. 
Pipeline proration, as such, does not exist today because trunklines 
are adequate. 

Other criticisms by staff members were made of the pipeline com- 
panies for their failure to extend gathering lines to some 8,000 uncon- 
nected wells in Texas, thus requiring independent producers to truck 
their oil at considerable expense to pipeline terminals in existing 
pipelines. Obviously, there are many situations where it is un- 
economic to make the substantial dollar investment required for a 
pipeline in order to carry a relatively small amount of crude which is 
available; it is necessary to develop sufficient reserves to justify build- 
ing a pipeline, and this may take a number of years and require the 
drilling of many wells. 

Numerous oil wells and fields have reserves which are insufficient 
to justify the capital outlay necessary to build a pipeline to them. 
This situation is not new; it has existed for many years and will exist 
always. Further, in any new field there must be considerable drilling 
to prove the existence of reserves sufficient to justify the expense to 
the carrier of extending facilities to serve it. Where the economics 
do not justify the cost of building a pipeline, production is handled by 
truck. Thus, these wells are ‘‘unconnected” in the sense that they 
are not connected to a pipeline but they do have transportation facili- 
ties available. The report leaves the impression that the “uncon- 
nected wells” belong to “independent”’ producers, but the fact is that 
a very substantial percentage of the total number of ‘unconnected 
wells’ belong to the large integrated companies. In any event, the 
whole problem of unconnected wells was recently the subject of a 
hearing before the Texas Railroad Commission and it is noteworthy 
that the report quoted from above contained no finding of discrimina- 
tion on the part of major oil companies. 

Trucking operations are utilized to haul oil from the well to the pipe- 
line receiving station or gathering line only when economics do not 
permit an extension of the gathering lines to the well. The crude oil 
pipeline companies do not own, operate, control or have any interest 
in the tank truckers who perform this service, nor do the purchasing 
oilcompanies. Where trucking operations are necessary, the producer 
may own and operate his own truck, lease trucks, or employ common 
carrier trucks who offer that service. Furthermore, when trucking 
operations exist in any given field the major company producers truck 
their oil in the same manner as the independents. The whole problem 
— of economics and applies to major producers and independents 
alike. 

Gathering lines are not extended into a new producing area until 
such field has been developed to the point where sufficient oil reserves 
are indicated to justify this expense. In all probability, if the pipe- 
lines were independently owned, the delay in building into new areas 
would be extended as no independent investor would extend into a 
new area until he was absolutely assured of the economics of the proj- 
ect. In the case where oil companies are producers in the area and 
are purchasers of crude oil, the lines in all probability will be built 
in reasonable expectation of favorable developments instead of waiting 
until such developments have actually been fully completed. 

It would do well at this point to quote several paragraphs from 
several of the letters received by the minority which in summary 





' 
[ 
\ 
; 















ea waa Ss “oO ~~ 0? 2 Ye Va ety Ss 


~~ &w cr i 


—~ 


QDre AWS & SUS ct ecr tf 


Veet me 1 we OD 1 DQ 


Se 


PETROLEUM—ANTITRUST LAWS AND POLICIES 133 


expresses their feelings and several views of the staff report dealing 
with pipelines. Mr. F. A. Calvert, Jr., president, Calvert Drilling, 
Inc., of Olney, Ill., states as follows: 


There are many oilmen who love to preach free enterpries 
and its benefits and congratulate themselves on having the 
courage to move into an undrilled area and then when they 
are lucky enough to get an oil well of some kind (and before 
its true reservoir potential is determined by additional drill- 
ing) immediately demand a pipeline connection despite the 
huge capital outlay it would be to the pipeline concerned. 
If the shoe in this instance were on the other foot it wouldn’t 
take the independent long to request additional development 
before committing himself to the necessary capital outlay. 

I hope that you and the other commonsense members of 
the United States Senate will be able to correct the impres- 
sions that may have been created by this report. 


Mr. A. D. Barnett, Wichita, Kans., states: 


I have been an independent oil producer for approximately 
the past 15 years with operations primarily in the State of 
Kansas. During the 15 years that I have been an independ- 
ent, I have sold my crude oil, at various times, to most of 
the major companies and to many of the smaller companies. 
At the present time, I am selling to 4 of the major companies 
and to 5 of the smaller companies. 

My relations with the pipeline companies have been ex- 
cellent and they have moved my crude oil to market at a 
reasonable cost. The pipeline companies have never dis- 
criminated against me and I do not know of any discrimina- 
tion that they are guilty of. In fact, their cooperation with 
the independents has been a big factor in the development 
of the domestic oil industry. 

It is my opinion, as an independent oil producer, that any 
change in the present crude oil pipeline system would only 
tend to increase transportation cost to the producer, which, 
in turn, would hinder and delay the exploration and drilling 
for new oil reserves. 


West Coast Pipe Line Co. 


The testimony offered by Morrison and other representatives of the 
West Coast Pipe Line describing the alleged problems this company 
encountered in attempting to build a crude oil pipeline from west 
Texas to Los Angeles represents nothing new. Since 1944, promoters 
of such lines have been unsuccessful, not because of obstruction by any 
company or group of companies, but because they cannot finance the 
construction without Federal governmental financial assistance by 
way of a certificate of essentiality whereby the Government would 
> pegrer the payment of borrowed capital. Mr. Morrison’s clients 

ad a full hearing before the Office of Defense Mobilization and 
congressional subcommittees on their project. Their complaint can 
only be of the Government’s decision that there is no justification for 
governmental financial aid for the building of their pipeline. 

Since the Morrison group owned very little crude and were unable to 
obtain commitments from either producers or refiners, the venture was 
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found by the Office of Defense Mobilization to be economically un. 
sound. (See attached letter by ODM Director Gordon Gray). 

rg “see by a representative of an independent refiners 
association before the subcommittee for special investigations of the 
Committee on Armed Services, House of Representatives, in July 1955 
revealed that delivered crude in California would be 15 to 20 cents per 
barrel higher than the cost of California crude of the same gravity, 
after paying the transportation charges contemplated by the West 
Coast Pipe Line Co. The problems inherent in this project cannot 
be charged to the oil industry or the crude oil pipeline industry. The 
venture was economically unsound, was not capable of attracting 
private funds, and was not considered to be of such importance to 
defense to merit subsidy. 


Conclusions and recommendations 


Common carrier pipelines are adequately regulated in the same 
manner as other forms of common carriers such as railroads, trucks, 
airlines and water carriers. Adequate redress before the Interstate 
Commerce Commission, the various regulatory State agencies, and the 
courts, exists whenever there is discrimination as to service, rates, 
charges, etc., against a common carrier pipeline operating in inter- 
state or intrastate commerce. Adequate remedies are available 
with regulatory agencies of the various States if an oil company 
discriminates in the purchase of oil. 

The pipeline industry renders service to all shippers, regardless of 
ownership of the pipelines, at uniform fixed rates prescribed by the 
ICC and the various regulatory bodies regulating intrastate trans- 
portation by pipeline. These rates and service are applicable and 
available to all. Built entirely by private capital without subsidy of 
any kind, pipeline companies charge rates that are only about one- 
fifth to one-fourth of the rates charged by the next cheapest form of 
overland transportation. 

Any change in the ownership of oil pipelines would prove extremely 
detrimental to the best interest of the thousands of now satisfied inde- 
pendent producers in marketing their crude oil and to numerous inde- 
pendent refiners who now enjoy efficient and economical transportation 
in receiving their raw haneceiale requirements by pipeline. Therefore, 
no recommendation should be made for further regulation of the pipe- 
line industry. Since no monopoly or other evidence of antitrust viola- 
tion is shown to exist, there can be no justification for a recommenda- 
tion for any further investigation by the Department of Justice. 


JUNE 12, 1957. 
Hon. Joszepa C. O’MaAnoneEYy, 
irman, Antitrust and Monopoly Subcommittee, 
Committee on the Judiciary, 
United States Senate, Washington, D. C. 

Dear Senator O’Manoney: This is with further reference to your 
letter of April 3, 1957, requesting certain information relating to the 
ae of the West Coast Pipeline Co. for a certificate of essen- 
tiality under section 302 of the Defense Production Act of 1950, as 
amended. 

I shall attempt to answer the questions in the order in which they 
are presented in your letter. 


§ 
' 
; 
' 














’ un- 


inerg 
f the 
1955 
S per 
vity, 
West 
nnot 
The 
ting 
e to 


same 
icks, 
state 
1 the 
ates, 
nter- 
lable 


pany 


ss of 
' the 
“ans- 
and 
ly of 
one- 
m of 


mely 
inde- 
inde- 
rtion 
fore, 
pipe- 
iola- 
nda- 


your 
» the 
ssen- 
0, as 


they 


eta a rae 


Ah REE. AES TE OR 


PETROLEUM—ANTITRUST LAWS AND POLICIES 135 


1. As you know, this Office looks to the Department of the Interior 
for defense mobilization advice in the fields of petroleum and gas, 
including pipelines. Interior maintains a continuous review of the 
facts “| developments in that area including those disclosed at the 
July 1955 hearings, which led it to recommend that a certificate of 
essentiality be denied in the case of the West Coast Pipeline Co. The 
current status of the data furnished by Interior to the chairman of the 
Subcommittee for Special Investigations, Committee on Armed Serv- 
ices, House of Representatives, in July 1955, is indicated in the 
attached group of tables marked ‘Appendix A.” 

It is the opinion of the Office of Oil and Gas, Interior, with which this 
Office concurs, that in general, trends in the basic items such as 
crude oil production, productive capacity and reserves, refinery opera- 
tions nt capacity, demand for petroleum, and imports, have not 
departed significantly from those anticipated 2 years ago. Also, 
that with respect to the earlier appraisal of petroleum needs under 
wartime conditions, recent developments have tended to strengthen 
the oil supply situation in district V and thus have introduced no 
important new factors that would suggest the need for change in the 
earlier conclusions reached. 

With respect to ae arately the areas in district V served 
by refineries in the State of Was a and by refineries in California, 
the available information, I am told, indicates significant actual and 
prospective = in refining capacity projected over the next several 
years in the States of Oregon and Washington. While this anticipated 
capacity is still not expected to equal the steadily increasing demand, 
the expansion will nevertheless have the effect of reducing some of the 
demand on California refineries. In addition, product line expansions 
into district V from Montana, Utah, and West Texas and natural gas 
pipeline developments, as indicated in the appendix A data, show a 
marked trend of invading, at least peripherally, the territory served 
by California. 

The Department ofJDefense advises that ‘there have been no de- 
velopments in the basic factors involved to_alter its position in the 
Texas-west coast pipeline matter. 

2. It has been our practice to consult with the Attorney General 
and the Federal Trade Commission where there was evidence that 
the granting of any Government incentives, such as accelerated tax 
amortization under section 168 of the Internal Revenue Code or loans 
and contracts under title III of the Defense Production Act of 1950, 
as amended, to an applicant would tend to promote undue concentra- 
tion of economic power. In the instant case, that of a new company 
first entering the petroleum transportation field, no such evidence 
was apparent and accordingly no such advice was requested. 

3. The procedure followed by ODM was as follows: 

(a) The application was referred to the Department of the In- 
terior for technical review, report, and recommendation as to the 
essentiality of the completed project to national defense. Inte- 
rior in turn requested the opinion of the Department of Defense 
as to the strategic or logistic importance of the pipeline from the 
aT standpoint. 

(b) committee of three businessmen, whose names and 
affiliations will be described later, was appointed to conduct an 
independent analysis of the petroleum transportation problem 
as it affected the west coast. The comments and recommenda- 
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dations of the Department of Defense and Interior and other 
Government data were made available to the committee in its 
consideration of the problem. 

(c) ODM reviewed all available pertinent data, including the 
comments and reports referred to under (a) and (b) above and 
made the final determination in the matter. 

Copies of the comments, reports and recommendations referred 
to above are attached herewith, marked ‘‘Appendix B.”’ 

4. We have been advised by the Departments of Interior and De. 
fense that the application of the West Coast Pipeline Co. was not 
referred by either of them to any industry advisory committee, panel, 
or task force. 

5. The names of the three-man committee which prepared a report 
for ODM on the matter consisted of 

Mr. Charles Allen Thomas, president, Monsanto Chemical Co,, 
St. Louis, Mo. 

Mr. Charles S. Cheston, director of a number of industrial and 
business organizations, Philadelphia, Pa. 

Mr. Palmer Hoyt, publisher, the Denver Post, Denver, Colo, 

(None of the foregoing was associated with the oil industry.) 

_ 6. The following persons participated in the review of the applica- 
tion: 





ODM: Arthur S. Flemming, Victor E. Cooley, B. F. Young, 
Charles E. Offitt, J. B. Wyckoff, Lester Tepper, and R. B. 
Whitaker. All were full-time, compensated, Government en- 
ployees. 

Interior: H. A. Stewart, C. D. Fentress, F. S. Lott, H. P. 
Reynolds, John E. Boice, F. F. Trantham, Ben Tafoya, W. M. 
McEldowney, and Bernice Kirschling. All were full-time, com- 
pensated, Government employees. 

Defense: The Department of Defense advises as follows: 

During the period January—May 1954 the individuals named 
below (status as indicated) either developed or reviewed the com- 
ments forwarded by the Department of Defense to the Depart- 
ment of the Interior on the proposed Texas-west coast pipeline: 

Mr. C. S. Thomas, Presidential appointee-Assistant Secretary 
of Defense, Supply and Logistics. 

Mr. T. P. Pike, Presidential appointee-Assistant Secretary of 
Defense, Supply and Logistics. 

Admiral A. W. Radford, USN, military officer. 

Major General A. H. Johnson, USAF, military officer. 

Mr. W. Webster, full-time compensated, Government em- 
ployee. 

Brig. Gen. W. W. White, USAF, military officer. 

Col. G. H. Montgomery, USA, military officer. 

Commander C. Fox, USN, military officer. 

Mr. J. J. Muri, full-time compensated, Government employee. 

Mr. H. Blair, full-time compensated, Government employee. 

I trust this gives you the information desired. 

In accordance with your request no final disposition will be made of 
the application until your subcommittee shall have the opportunity to 
somata its record and advise us of your findings. 


Sincerely yours, 
Gorpon Gray, Director. 
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Appendix B consists of the following documents: 

Transmittal and report on application for direct loan, dated Decem- 
ber 21, 1953, to Hon. J. A. LaFortune, PAD, Interior, from R. B. 
Whitaker. 

Letter, dated February 2, 1954, to Mr. Charles S. Thomas, Assistant 
Secretary of Defense (Supply and Logistics) from H. A. Stewart, 
Acting Deputy Administrator, PAD, Interior, re request of the 
West Coast Pipeline Co. for a certificate of essentiality. 

Letter, dated April 2, 1954, to Mr. J. A. LaFortune, Deputy Ad- 
ministrator, PAD, Interior, from C. 8. Thomas, Assistant Secretary 
for Defense (Supply and Logistics), re Department of Defense position 
concerning supplying a certiiicate of essentiality to West Coast Pipe- 
line Co. 

Letter, dated July 21, 1954, to Dr. Flemming, Director, ODM, from 
C. E. Wilson, Secretary of Defense, re a restatement of Department 
of Defense policies in regard to petroleum pipelines. 

Letter, not dated (originator’s initials: October 8, 1954) to Charles 
S. Cheston, Philadelphia, Pa., from Arthur S. Flemming, Director, 
ODM, re the essentiality from the national security standpoint of a 
crude oil pipeline from west Texas to California. 

Letter to Mr. John J. Courtney, special counsel, subcommittee for 
Special Investigation, House Committee on Armed Services, dated 
January 24, 1956, from Charles H. Kendall, General Counsel, ODM, 
re Government assistance in the construction of west coast pipeline. 


POINT 7 


The testimony adduced at the hearings indicates clearly that imports 
into the United States east coast were reduced by 200,000 barrels a day 
during the emergency. The increase in imports of Caribbean crude ol 
during the period was not only justified but necessary as a part of the 
oil-for-Europe program. The increase in Caribbean imports only par- 
tially offset the virtual stoppage of imports from the Middle East which 
occurred when oil supplies from that area were diverted to Europe. 
Moreover, the oil companies found it impossible on short notice to replace 
certain special types of Venezuelan crude oil used for making lubricants, 
solvents, and other specialty products with suitable domestic types of 
crude oil which were in short supply. 

A. The question of oil imports into the United States was not 
originally planned as subject for inquiry by the Antitrust and Mo- 
nopoly Subcommittee. Oil imports were brought into the investigation, 
however, in connection with the subcommittee’s review of the oil-for- 
Europe program and the operations of the MEEC. Concern was 
dlented. particularly over the fact that imports of crude oil from the 
Carribean increased during the emergency period instead of being 
diverted to Europe. 

The statement of Mr. Steward P. Coleman, Chairman of the MEEC, 
to the joint subcommittee on March 6, 1957, shows that imports of 
Middle East crude into the east coast of the United States were 
reduced from 331,000 barrels a day to 8,000 barrels a day in March 
1957, or a decline of 323,000 barrels a day. Meanwhile imports of 
Caribbean crude increased by 100,000 barrels a day, a net decrease 
of about 200,000 barrels a day in total east coast imports. Thus, 
only a part of the oil which had been coming into the east coast from 
the Middle East was replaced by Caribbean crude. 
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The reasons for these shifts, and the impracticability on short 
notice of diverting Caribbean imports to Europe, were made clear by 
several witnesses. 

Mr. Coleman stated: 


The implication has been given, or the misunderstanding 
has not been corrected, that if that Venezuelan oil were not 
brought into the United States, it would all be available to 
move to Europe. That isn’t the case at all, because it 
would have to be replaced with United States crude. * * * 


Mr. Brewster Jennings, chairman of the board of Socony Mobil Oil 
Co., Inc., in his testimony before the joint subcommittee on March 21, 
1957, said: 


Our imports from the Caribbean to the east coast are at 
the level of the preemergency period. Our only imports 
from the Caribbean are now specialty crudes, for which we 
tried to buy substitutes in the United States, but could not. 

Had we been able to make these purchases, we would have 
switched to domestic crudes, even at substantial financial 
sacrifice, in order to make additional contribution during the 
emergency. 

Our problem pointed up a fact about oil not generally 
understood by people inexperienced in the industry: That is 
the important difference among types of crude oil, not only 
or even primarily in gravity, but in other no less important 
characteristics. 

That is why it is impossible to substitute just any crude 
for any other crude. Flourmakers, I am told, have a similar 
problem with different types of wheat. 

We are processing 28,000 barrels a day of Oficina crude 
from Venezuela in our Brooklyn refinery. At Brooklyn we 
manufacture, among other products, a line of solvents on 
which hundreds of businesses on the Atlantic seaboard 
depend. 

Without Oficina or a suitable alternative crude we could 
not maintain the quality and quantity of our solvent supplies. 
We have tried unsuccessfully to obtain a suitable replace- 
ment. 





—————— 


Mr. Jennings later explained, in response to a question by Senator 
Dirksen, that the specialty crudes to which he referred were primarily 
of two types. He said: 


One is a crude oil that we get from eastern Venezuela out 
of which we make our solvents, which is a rather specialized 
line of products for the refinery we have in the New York 
area. We could use east Texas crude for that purpose but 
we have been unable to obtain east Texas crudes since the 
crisis developed. 

The other group of crudes are from Oklahoma and have 
lubricating properties and we could substitute certain Okla- 
homa crudes and certain coastal crudes, but we have been 
been unable to get those from domestic sources. 

What often happens is that a refinery is lacking in certain 
equipment that it would require in order to substitute a 
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crude, and a substitution of that nature cannot be accom- 
plished on short notice or without the expenditure of con- 
siderable sums and the building of new equipment. 


Still other problems which would be encountered in diverting Carib- 
bean crude to Europe were outlined by Mr. W. K. Whiteford, president 
of Gulf Oil Corp., in his testimony before the joint subcommittee on 
March 7, 1957. Mr. Whiteford said: 


There has been much discussion of why MEEC members 
import Venezuelan crude to the United States and sell domes- 
tic crude to Europe when the shortest haul is direct from 
Venezuela to Europe. Perhaps we could have diverted most 
of our imports of Venezuelan crude to Europe; however, for 
the following reasons we have not done so: 

(1) Certain Venezuelan crudes have an excellent yield of 
high octane gasoline. Due to the increasing demand of this 
product here, we have geared our operations to utilize a 

rorated amount of Venezuelan crude as feed stock in our 
Philadelphia refinery. As mentioned before, operational 
changes necessary to substitute domestic crudes for this 
amount of Venezuelan crude are expensive and impractical 
compared with the savings in tankers. 

(2) As you know, the Government has not approved the 
coastwise movements of domestic crude in foreign-flag tankers, 
We do not have a sufficient number of American-flag vessels 
to handle the volume of domestic crude necessary to supplant 
the Venezuelan crude now being used. Consequently, we 
would have to supplement transportation movements by the 
use of foreign-flag tankers whieh, under present conditions, 
is not possible. 


On the basis of the testimony presented, the minority believes the 
increase in imports of Caribbean crude oil into the United States 
during the emergency was not only justified but necessary as a part 
of the oil-for-Europe program, particularly in view of the fact that a 
premise of the program was that there be no interference with supplies 
within the United States. 

B. Prior to the Suez crisis, the problem of oil imports and their 
effect on the domestic industry had been receiving sustained attention. 
Representations had already been made to the Office of Defense 
Mobilization pointing out that increasing oil imports were having a 
demonstrable effect on the domestic oil industry and also on com- 
_ fuels. Legislation was introduced in the House and amended 

ills in the Senate seeking limitation on these imports. Mr. Jere 
Cooper, Congressman from Tennessee, introduced H. R. 1, which was 
referred to the House Committee on Ways and Means and was re- 
ported with amendment (H. Rept. 50). H. R. 1 passed the House 
on February 18, 1955, and was then referred to the Senate Committee 
on Finance, from which committee it was reported with amendments 
(S. Rept. 232). The bill passed the Senate but the House disagreed 
to Senate amendments and both the House and the Senate agreed to 
a conference. Conferees were appointed and the report was issued 
(No. 745). It was then reported to both the House and Senate and 
was agreed to and presented to the President and approved (Public 
Law 86). Senator Matthew M. Neely proposed the principal Senate 
96226—57—_10 
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amendment but said amendment was replaced by the administration 
amendment which is now section 7 of the Reciprocal Trade Agree. 
ments Act that there be a limitation on oil imports but that it be 
resolved by voluntary action. 

Berore and after H. R. 1 was passed, considerable comment has been 
made in both the House and the Senate on the impact of oil imports, 
It would serve a useful purpose to quote several pertinent remarks 
made on the floors of Congress in the matter. 

On February 28, 1955, Senator Price Daniel, of Texas, stated ag 
follows on page 2204 of the Congressional Record: 


The President’s Committee on Energy and Fuel Supplies 
last week reported that these excessive imports could injure 
the economy and security of our country. 

On page 3 of the mimeographed report, the President’s 
Committee said: 

“The Committee believes that if the reports of crude and 
residual oil will exceed significantly the respective propor- 
tions that these imports of oil bore to the production of 
domestic crude oil in 1954, the domestic fuel situation could 
be so impaired as to endanger the orderly industrial growth 
which insures the supplies and reserves necessary to the 
national defense.” 

In other words, Mr. President, the President’s Committee 
says there should be no significant increase in the amount of 
oil imported this year and in future years over and above 
what was imported in 1954. 

It would appear that the limit set out in the President’s 
Committee’s report has already been reached. The report 
goes on to say: 

“The Committee recommends that if industrial statesman- 
ship and voluntary reduction do not care for the situation, 
and in the future if imports of crude and residual fuel oils 
exceeding significantly the respective proportion that such 
oils bore to the domestic production of crude oil in 1954, 
appropriate action should be taken.” 


On May 3, 1955, Congressman Overton Brooks of Louisiana stated 
as follows on page 5529 of the Congressional Record: 


At the earliest opportunity, positive and immediate legis- 
lative steps should be taken to limit oil imports to a reason- 
able level. It is my opinion that this level should allow the 
domestic oil industry the opportunity for normal expansion 
in accordance with demand for oil. 

I regret that the importing companies have failed to 
exhibit the business statesmanship which would have pre- 
vented the necessity for taking the legislative route. Their 
failure to act, however, cannot excuse a similar failure on the 
part of the Congress. 

Now that Congress is studying this problem, I am workin 
for the passage of legislation aimed at solution of the oi 
imports problem. I believe that such a solution is essential 
to the welfare of my State and my Nation. 


On June 14, 1955, Senator Edward Martin of Pennsylvania stated 
on page 8103 of the Congressional Record as follows: 
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ion Mr. President, the bill to extend the Reciprocal Trade 
ee- Agreements Act is about to be reconsidered by both the 
be House and the Senate. 
Presumably it will become law very shortly. 

en Inasmuch as it contains a provision that was accepted in 
ts, lieu of a specific quota limitation on oil imports, I believe 
rks that it is not too early to take stock of the oil import situation. 

We should determine whether the wishes of the President 
ass and the Congress as embodied in the present version of H. R. 


1 are being carried out. 

The matter of oil imports and their relationship to do- 
mestic production and capacity of all fuels is of vital im- 
portance to the country as a whole because of their impact 
on the national security and the general economic welfare 
of our citizenry. 

The President’s Advisory Council on Energy Supplies and 
Resources Policy, after a thorough investigation which was 
conducted over a period of several months, came to the con- 
clusion that if would be perilous to our security to permit 
those oil imports to exceed the 1954 proportions. 

The effect of unnecessarily high imports in the domestic 
oil industry has also been defined before committees of Con- 
gress and for the attention of the President’s council on fuels. 

America’s independent: producers and refiners have long 
warned of the adverse effect of imported crude products on 

their industry. 

. It is my considered opinion that the agreement reached 

by the Senate Finance Committee with the executive depart- 

ment and representatives of large importing oil companies 
can serve as an effective checkmate on oil imports. 


On June 6, 1956, Congressman Charles A. Vanick, of Ohio, stated 
on pages 9714 and 9715 of the Congressional Record, as follows: 


How can national security be enhanced by restricting the 
importation of crude oil? Today, this country’s petroleum 
reserves have been lagging critically behind the increased 

ted | demand. The shortage of domestic oil is properly the con- 

cern of every American—known reserves can take care of 
: current needs for less than 12 years. As a matter of fact, 
domestic production is inadequate to take care of current 
needs in industrialized America by 278 million barrels per 
year. The alarming fact is that during the past 10 years 
oil consumption has increased 80 percent while domestic oil 
production has increased only 40 percent. Demand has in- 
creased twice as much as production. 

The only argument that can be sustained to control im- 
ports is that America’s security depends on the development 
of a sufficient domestic industry. But the oil searchers are 
already stimulated by protected prices and the tax benefits 
which they uniquely enjoy. After being located and deter- 
mined, the best place for American oil is in American earth, 
located but preserved. If our imports should be cut off 
by reason of critical world conditions, we will be able to 
sustain our oil-hungry economy and perhaps survive with 
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On July 18, 1956, Senator Frank Carlson, on page 13,333 of the 
Congressional Record, stated as follows: 


On July 27, 1956, Senator Matthew M. Neely, on page 15,022 of 


PETROLEUM—ANTITRUST LAWS AND POLICIES 


oil we have providently saved for that day. It is in the 
interests of the national security that American oil be saved 
for that contingency. 


Mr. President, I again want to call the attention of the 
Senate to the ever-increasing imports of foreign oil. 

Total imports in the latest 4-week period averaged 1,376,- 
000 barrels daily, compared with 1,096,000 in the like period 
a year ego. 

These imports continue to increase despite the fact that 
the Congress, when it extended the Reciprocal Trade Agree- 
ments Act, wrote into it a provision that the imports of 
foreign oil should be based on a percentage of the current 
production. 

During the past few weeks, I have had many letters from 
Kansas stressing the fact that these oil imports are seriously 
affecting the development and production of oil in our 
State. If the present rate of imported oil continues to in- 
crease in volume, I am confident that the Congress will 
want to take some very definite action in the next session. 


the Congressional Record, said: 


These measures and the efforts of the industry producers to secure 
certain limitations on oil imports were in pursuance of provisions in the 
eements Act, which provides for escape from a 
condition which might jeopardize the vitality of a domestic industry. 
The pertinent provisions of the act are found in section 7 (69 Stat., 161, 


Reciprocal Trade A 


166 


No one can read the debate on the substitute amendment, 
particularly the statements of friends and spokesmen of the 
administration, without reaching the conclusion that it was 
not merely permissive but directive. Certainly not even 
the most vigorous advocate of unlimited oil imports can 
deny that it was the purpose of the Congress to place drastic 
restrictions upon them. 

The positive assurances that the President would act im- 
mediately to keep oil imports at their 1954 level were given 
to the Senate by two of the most reliable and illustrious 
Republican Members of this body, the Senator from Kansas 
(Mr. Carlson) and the Senator from Colorado (Mr. Millikin). 


(1955)), which reads as follows: 


Src. 7. Section 2 of the act entitled “An act to extend the 
authority of the President to enter into trade agreements 
under section 350 of the Tariff Act of 1930, as amended, 
‘approved’ July 1, 1954,” is hereby amended by inserting 
“(a)” after ‘Sec. 2” and by adding at the end thereof a new 
subsection as follows: 

“In order to further policy and purposes of this section 
whenever the Director of the Office of Defense Mobilization 
has reason to believe that any article is being imported into 
the United States in such quantities as to threaten to im- 
pair the national security, he shall so advise the President 
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and if the President agrees that there is reason for such 
belief, the President shall cause an immediate investigation 
to be made to determine the facts. If, on the basis of such 
investigation, and the report to him of the findings and 
recommendations made in connection therewith, the Presi- 
dent finds that the article is being imported into the United 
States in such quantities as to threaten to impair the national 
security.” 


The Office of Defense Mobilization, taking cognizance of this prob- 
lem, held hearings, took considerable testimony which was prepared to 
make a report and recommendation prior to the Suez crisis. 

In the report of the Presidential Advisory Committee on Energies, 
Supplies and Resources, it did say that ‘the Committee felt that this 
question of proportionate relationship between imports and domestic 
production should be reviewed from time to time. Also that the 
Committee were very firm in their conclusion and conviction that 
there was a definite relationship between the oil import problem and 
the national defense. Doctor Flemming, in his statement at the 
course of the committee hearings, said: 


I think we ought to point out at this time, because this 
is a matter that is oftentimes misunderstood by people—we 
didn’t recommend—and I don’t know of anyone who has 
recommended this—we didn’t recommend that imports 
should be held at the 1954 level, we said that the propor- 
tionate relationship that existed in 1954 between imports 
and domestic production should be maintained. And of 
course we know that domestic production has been moving 
up, and therefore, of course, that recommendation made 
provision for oil imports to move up. This wasn’t any 
effort to freeze the Gd eapored at a particular level. 


In pointing out the action taken to obtain voluntary action on the 
part of the oil companies that did result in maintaining that propor- 
tionate relationship, Dr. Flemming said: 


First of all, we asked for—we issued a letter stating that 
we were going to ask them to file reports with us regularly 
so that we would have the basic information on which we 
would determine what action should be taken. 

In the second place, after getting some of those, or getting 
the initial reports, we wrote to them and indicated that their 
reports indicated that they were not going to achieve this 
objective of the 1954 proportionate relationship. We made 
specific suggestions as to what they could do to reach that 
particular objective, we asked them to let us know whether 
or not they would do that. 

Finally, however, the response was such that I decided to 
hold a formal hearing under the provisions of section 7 of the 
Trade Agreements Act on the oil import problem. 

As you appreciate, the amendment does not require me to 
hold a formal hearing, or to hold a hearing—I won’t call it 
formal in the sense of an administrative proceeding, but a 
public hearing. I have decided, however, that it is just good 
public policy in situations of this kind before I take any 
action to hold a public hearing so that anyone who wants to 
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appear and express a point of view can do so. That public 
hearing was held in November 1956. And representatives of 
both sides of this particular issue did appear, and we have a 
very voluminous record. However, soon after that hearin 
closed the Suez crisis developed. And obviously the factua 
information which had been presented to us at the hearing 
was out of date. 

I think, just to round it out, I should say this, that because 
of the fact that the factual situation changed completely as 
a result of the loss of the Suez Canal and the loss of the Iraq 
pipeline, I suspended action on the petition in December, 
but indicated very clearly that as soon as the situation began 
to settle down again we would again call for information and 
determine whether or not the plans of the importing com- 
panies were in harmony with our objective, and if not, we 
would be prepared to take appropriate action under section 7. 


With restoration of peace and stability in the Middle East and the 
renewal of oil deliveries to Europe, the import problem has again been 
brought to the forefront. Statements by Senators and Congressmen 
on the floor of the Senate and the House have pointed up to the dangers 
that might result to the domestic oil industry if oil imports continued 
to grow. On April 23, 1957, Mr. Gordon Gray, Director of the Office 
of Defense Mobilization issued a statement that the oil import prob- 
lem would be reexamined and reevaluated for appropriate action. 

Another specific action taken since the hearings have closed was the 
conference of Senators O’Mahoney, Dirksen, and Carlson with the 
President of the United States to acquaint him with the oil import 
problem and to emphasize the need for action. 

On June 26, President Eisenhower designated a Cabinet Committee 
consisting of the Secretaries of the Interior, State, Defense, Treasury, 
and Labor, and with the Secretary of Commerce as Chairman, with an 
instruction to the committee that it make a report and file its recom- 
mendations at the earliest practicable date. It is interesting to note 
that as this report is being written, on the 29th of July 1957, the 
Cabinet Committee reported to the President and the President 
issued the following directive to improve conditions created by in- 
creased oil imports of the United States. His directive reads as 
follows: 


Memorandum for— 

The Secretary of the Interior 

The Director of the Office of Defense Mobilization 

I have approved the recommendations of the Special Com- 
mittee To Investigate Crude Oil Imports as set forth in the 
attached report. I direct you to put these recommendations 
into effect as rapidly as possible. 
(Signed) Dwieut D. Ers—ENHOWER. 


The recommendations referred to in the President’s directive are 
as follows: 
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Vv. CONCLUSIONS AND RECOMMENDATIONS 


1. Increased volume of crude oil imports and the proposed 
imports for the latter half of 1957 threaten to impair the 
national security. This threat, under existing conditions, 
requires a limitation on imports. The committee recom- 
mends, therefore, that unless the importing companies 
comply voluntarily with the import limitation plan herein- 

after set forth, you find that there is a threat to the national 
security within the meaning of section 7 of the Trade Agree- 
ments Extension Act of 1955. Pending the outcome of this 
voluntary program, this committee should continue as now 
constituted. 

2. For the initial phase of such a program of limitation in 
the interest of national security, the following plan is recom- 
mended, to cover the period of the last half of 1957 and the 
first half of 1958: * 

(a) Districts I-IV: 

i. All importing companies, except those referred to 
in (ii) below, should be requested to cut back 10 percent 
below their average crude oil imports for the years 1954, 
1955, and 1956. 

ii. In order that small 1954 importers, and companies 
that bave started to import since 1954, should have the 

opportunity to participate in the United States market 
. on a basis more equitable than if the above cutback were 
. applied to them, it is recommended that companies 
having crude oil imports of less than 20,000 barrels per 
i day in 1954 should be allowed to import the amounts 
set forth in the schedules submitted by them to ODM 
in July 1957, but in no instance to exceed an increase of 
over 12,000 barrels per day over their actual 1956 
imports. (See table II for analysis of effect of this 
formula on importing companies. ) 
(6) District V:* Imports should be determined on a semi- 
. annual basis. Pending a change in the deficit condition now 
pending in the area by, for example, the development of an 
economical means of interregional transportation, the level 
of imports must be such as to make up the difference be- 
tween the demand and the quantity of domestic crude oil 
available to the area, as established by the Department of 
i the Interior. The schedule of imports for the last half of 
1957, as submitted by the companies to the Director of 
Defense Mobilization appears to be slightly higher than 
would be called for by the foregoing formula. However, 
there is reason to believe that the imports for this period 
will not exceed 275,000 barrels per day and, consequently, 
no voluntary import limitations are proposed for this district 
: at the present time. This situation should be reviewed, 
however, during the latter part of 1957 from the point of 
view of the plans of importers for the first half of 1958, in 
view of the fact that additional pipeline capacity to the west 


* The term “‘crude oil’’ as used throughout this plan is oi] at the wellhead, 
‘See appendix A for reasons for separating districts I-IV and district V, 
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coast is scheduled to become available during the first half 
of 1958. (See table III). 
(c) Imports under proposed plan. 


Barrels 
per day 
SP TET Gh barn seks weeks 2 ee on fc b ie 756, 000 
Percentage ratio, imports to production- ----- 12.0 
Percentage ratio, imports to demand_-_.._--- - 9<.6 
et eeteialhn Aaninens nthe aking aw tmmseeonst 275, 000 
Percentage ratio, imports to production- ----- 29. 8 
Percentage ratio, imports to demand-_-_---.--- - 2.3 ——-—— 
MN dadeliie wicca dl MAbs oon dei 1, 031, 000 


(2) New importers should have the opportunity to enter 
and share in a reasonable manner in the United States 
market. Companies planning to become importers should 
present their plans to the Department of the Interior at least 
6 months before their plans are to become operative. <A de- 
termination should then be made as to the extent these 
importers should share in the market initially, and as to 
whether room can be made for them as a result of the in- 
crease in permissible imports arising out of the increase 
in domestic demand or whether it will be necessary for 
older importers to decrease their imports in order to make 
room for the new companies. 

(e) All imports into the United States should be for the 
direct account of the importers, and no importer should be 
allowed to increase its imports through oil sale and product 
purchase agreements by transfer of allotments or by other 
indirect means. 

(f) The committee recognizes that it would be possible to 
circumvent this plan by companies entering into certain 
types of arrangements for the importation of distilled prod- 
ucts. We recommend that the Office of Defense Mobiliza- 
tion and the Department of the Interior follow this situa- 
tion very closely. 

3. The plan above outlined should be reviewed by this or 
some comparable committee at least once a year. Under 
normal peacetime conditions we believe that such a review 
should proceed on the assumption that in districts I-IV an 
effort will be made to maintain a ratio between imports and 
domestic production of approximately 12.0 percent (1) and 
that in district V imports will be restricted to the difference 
between demand and the domestic crude oil that can be 
made available to the area on a reasonably competitive basis. 

4. The plan above outlines should be administered by the 
Department of the Interior under policy guidance from the 
Office of Defense Mobilization. In the administration of 
the plan, provision should be made for the hearing and con- 
sideration of cases where it is alleged that inequities would 
result from the application of the plan, with the understand- 
ing that the administrator will have authority to establish 
the necessary administrative procedures and act in such a 
manner as to alleviate inequities when they are found to 
exist, including any showing that the plan does not provide 
competitive opportunities for newer importers. 
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It is the hope of the minority that under existing law and on a 
voluntary basis, if possible, a solution can be contrived which will be 
fair and equitable to major and independent producers alike and also 
to the countries from whence oil is brought to the United States. 
The President’s directive is intended to reach this objective. 


POINT 8 


An examination of the testimony adduced at the hearings shows that 
some of the statements, conclusions, and recommendations contained 
within the staff reports are either erroneous or il founded. The unusual 
procedure of presenting these erroneous or ill-founded statements, con- 
clusions and recommendations in open session before the subcommittee 
has created confused ideas throughout the world, especially in the Middle 
East and Europe as to the operation and effectiveness of the oil-lift 
program and as to the American oil compames operations abroad as a 
whole. Other nations not knowing the wnherent characteristics of our 
political procedures take such reports as being those of the Senate com- 
mittee itself and as, therefore, cloaked with the great authority and 
authenticity provided by an official organ of that most powerful of delib- 
erative bodies. 

An examination of the testimony adduced at the joint hearing 
concerning the emergency oil lift to Europe held by the dubobéamittes 
of the Judiciary and the Committee on Interior and Insular Affairs, 
has ended with a most unusual procedure. In es aration for the 
report, the staff assistants presented in open public em certain 
erroneous or ill-founded statements, conclusions, and recommenda- 
tions, which created confused ideas throughout the world, especially 
in the Middle East and in Europe. The effect of this demonstrates 
most clearly the dangers of the departure from long-settled tradition 
of executive consideration by a committee of the recommendations 
of its staff. It has become apparent that the world press, as well as 
the public, has largely, though mistakenly, assumed the statements 
of staff assistants as though they were the reasoned conclusions by 
the Senators responsible for conducting the hearings. It would do 
well to cite several illustrations. 

The Congressional Daily, a newspaper of record devoted exclusively 
to the Federal Government in its Friday morning, June 14, 1957, 
issue, volume 20, No. 65, states as follows: 


Oil. A joint Senate Judiciary-Interior Subcommittee has 
issued a report recommending that the Justice Department 
seek antitrust action against major oil companies on their 
control of United States pipelines. 


It must be borne in mind that if attacks of any kind upon American 
companies holding concessions in the Middle East areas become the 
foundation for oho attacks by Communist forces who seek to gain 
control of these areas, one way or the other, the end result will in- 
evitably be to jeopardize some of the energy sources of the United 
States and thereby weaken our national security. 

An article in Le Commerce du Levant which appeared on the front 
page of that influential periodical in Beirut, Lebanon, on the 19th 
of June 1957, is a case in point. A number of French newspapers 
reproduced these attacks on the American oil companies as by a 
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“Senate Antitrust Subcommittee.” A headline such as ‘‘The Senate 
Antitrust Subcommittee Recommends an Investigation of the Contro] 
of Petroleum Pipelines” was published for instance in the Agence 
Economique et Financiere on the 13th of June 1957. A further 
publication on the 14th of June 1957, in the same paper, states that 
the “Big American oil companies are accused of controlling the Saudj 
Arabian oil market,” and both in Italy and France additional uses 
of this staff report by newspapers were used to blacken the face 
of the American oil industry by quotations from what was merely 
the opinions of staff members as, for instance, in Journal des Carbu- 
rants. Thus, there has been repeated the process which took place 
after the release of the Federal Trade Commission staff report. This 
report was used time and time again by the Russian news agencies 
and broadcasting stations to point out what they considered to be the 
conspiratorial actions of the oil companies and to incite local people 
against them. Innumerable cases of the Russian use of the Federal 
Trade Commission staff report on international oil could be cited, 
However, a report by Tass on the 19th of November 1952 is illustra- 
tive of the kind of use made of such documents. 


FTC HIDES REAL EXTENT OF OIL CARTEL 


Moscow, TASS, in Russian Hellschreiber to Europe, No- 
vember 19, 1952. , 

(New Times article by Dikansky describing the machina- 
tions of the international oil cartel.) 

A report of the Federal Trade Commission on the interna- 
tional oil cartel was published in Washington, August 25. 
This report has no intention whatever of revealing the real 
extent of the operations of the international oil cartel and its 
machinations. 

But even the meager figures which the Commission has 
decided to publish provide a clear enough picture of the con- 
trol of the economic and political life of all capitalist coun- 
tries by the oil monopolies, of their plunder of colonial coun- 
tries, of the active part played by the cartel in the con- 
spiracy against peace and democracy. 

The struggle to refashion and portion out the world for 
the looting of colonial and dependent countries, which is 
what the oil monopolies are doing with the direct support 
of the Governments of the United States and Britain, runs 
like a red thread right through the history of the past 
decades. 

This struggle has become particularly acute since the First 
World War when the American monopolies started. The 
Anglo-American struggle for markets does not stop even 
when the Oil Trusts agree to divide the markets for their oil 
or when they agree on the joint plunder of any colonial nation. 

The Federal Trade Commission fails to mention that from 
the very outset the international oil cartel was linked as 
closely as possible with the I. G. Farben chemical concern, 
that vast German monopoly which, as is known, played an 
important role in inspiring and organizing Hitler’s aggression. 

Allied in an international cartel the oil monopolies have 
made the utmost use of the Second World War to gain profits. 
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The Commission is forced to state that during the war they 
sold oil from the Persian Gulf to the United States Navy 
Department at excessive prices. According to the Com- 
mission’s evidence, the international cartel fixed equally 
high prices for the oil supplied by the United States under 
the Marshall plan. 

The arms race and the preparation of a new world war by 
the United States—British aggressive bloc—these are the 
sources of the new vast profits for the oil monopolies. The 
Korean war, launched by American imperialism, which has 
resulted in an increased demand for oil and oil products for 
war purposes, has increased demand for oil and oil products 
for war purposes, has increased the profits of the oil monop- 
olies of Rockefeller, Mellon, and other financial magnates. 
It is not surprising that the oil monopolies fully support the 
continuation of the war in Korea, the expansion of this war, 
the turning of it into a new world war from which they plan 
to profit substantially. 

The report of the Federal Trade Commission also con- 
tained information about Iran and Iranian oil, but this sec- 
tion was excluded from the published version. The reason 
for this omission is not too difficult to understand, for the 
example of Iran provides a particularly clear picture of the 
plundering of the members of the international oil cartel, of 
their role in suppressing the national liberation movements 
of colonial and dependent countries, and of the contradictions 
within the monopolist clique, including the oil cartels, which 
are tearing the imperialist camp asunder. 


Such a citation effectively demonstrates the dangers to American 
interests and to American policy which result from the departure from 
the long-settled tradition that each report by a Senate committee 
should have executive consideration by the committee and not be 
merely reports of its staff. This is to prevent erroneous information 
and ill-founded statements from being released to the public and 
then construed as the conclusions and recommendations of the com- 
mittee itself. The danger is ever present that people outside the 
United States will assume that the findings and conclusions of the 
staff are necessarily those of the investigating committee. Too often 
errors and unsustained conclusions have become imbedded in history 
to the confusion of the foreign policy of the United States. 


POINT 9 


An examination of the testimony adduced at the hearings shows that 
the statements, conclusions, and recommendations contained within the 
staff reports, referring to extreme and inconsistent criticism upon the 
Attorney General and the Department of Justice staff, both for laxity in 
securing antitrust safeguards on the emergency operations under the 
voluntary agreement relating to foreign petrolewm supply and for their 
overforceful efforts to secure the same safeguards, which the statement 
claims made the whole operation illegal are erroneous and ill-founded. 

Without reviewing in detail all of the statements made in the various 
staff reports, the minority believes that the dangers of said unusual 
procedure of staff reports in open sessions may be clearly demonstrated 
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from the statement which attempts to place extreme and inconsistent 
criticism upon the Attorney General and the Department of Justice 
staff, both for laxity in securing antitrust safeguards on the emergency 
operations under the voluntary agreement relating foreign petroleum 
supply, and for their overforceful efforts to secure these same safe- 
guards, which the statement claims made the whole operation illegal. 
The staff report is based upon a theory that the Acting Attorney 
General’s letter of January 31, 1956, which actually was intended only 
to force adoption of these safeguards, terminated the whole voluntary 
agreement. On this theory the report also accuses the Attorney 
General of failure to comply in February 1956 with his duty to report 
concerning voluntary agreements, and makes the sweeping suggestion 
that the entire emergency oil lift was illegal. 

Unlike the staff, the minority troubled to check with the Depart- 
ment of Justice regarding the significance of said January 31 letter 
and other facts which were the basis of the staff charges. Any reason- 
able and ojbective view of the record, including the other relevant 
letters which from the context of the January 31 letter, makes it clear 
that that document was not and could not have been intended to be 
a final termination of the agreement, and was so understood by all 
concerned. 

It is interesting to note that the staff report carefully refrains from 
mention of the obvious due process of notifying the companies bound 
by the agreement before its termination could be effective. Termina- 
tion of the 1951 agreement had been effective on publication in the 
Federal Register. Moreover, the agreement itself promised that 
termination other than by repeal or expiration of the statute on 
which it rested would be by notification by letter telegram or publica- 
tion in the Federal Register. No such notification was made. 

Under point 2, the minority reviews rather extensively the role of 
the Department of Justice in the oil lift operation with numerous 
quotations from the testimony of Judge Hansen, head of the Anti- 
trust Division of the Department of Justice. It serves no useful 
purpose to reiterate it here in refuting some of the charges made in 
the staff report in attacking the Attorney General and the Depart- 
ment of Justice staff. 

A careful review of the record will reveal that there was no under- 
standing between the Government officials and the oil industry 
members that the proposed antitrust safeguards would be dropped in 
— emergency requiring plans for cooperative action. Clearly, the 
safeguards proposed for the voluntary agreement did not automati- 
cally apply to the possible features of some unprepared plan to meet 
some future emergency. However, each such plan would have to be 
prepared and weighed and on its own merits with such antitrust safe- 
guards as the Attorney General did at that time require. Both Judge 
Hansen in his testimony and the staff report itself related to the 
efforts made by the Department of Justice to secure the same safe- 
pun on the emergency plan which followed in August, actions 

ardly compatible with the above-mentioned secret understanding. 

It would appear also that this should dispose of the charge made 
at several points in the staff report that the Attorney General did not 
make full disclosure in his quarterly reports on voluntary agree- 
ments of all the relevant facts. It would encumber this report to give 
detailed answers to each of those several points. The record speaks 
for itself. 
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The staff report also found fault with the Attorney General’s han- 
dling of the plan of action instituted under this voluntary agreement; 
that the plan of action did not incorporate the substance of antitrust 
stogeaille saber rm incorporated in the voluntary agreement at the 
Attorneys General’s insistence, and several other erroneous charges. 

These charges have been successfully answered under point 2 and 
the testimony of the witnesses vindicates the position of the Attorney 
General. 

Finally, the staff report concludes that the plan of action exceeded 
the lawful scope of the voluntary agreement. It asserts, without 
substantiation that the establishment of the MEEC was a mere 
device to bypass a congressional intent to limit the scope of such 
agreement. It should be noted that section 708 of the Defense Pro- 
duction Act was amended in 1955 clearly to limit the scope of future 
voluntary agreements, not existing ones. This point was covered in 
Judge Hansen’s testimony and excerpts included in point 2. 

The establishment of MEEC was directly in accordance with the 
provision of the agreement providing for a future plan of action in the 
event of an emergency, a provision which was a part of the agreement 
at the time of the 1955 amendment and was fully known to Congress. 

Congress took no action either then or later, to eliminate this 

rovision or any other part of the voluntary agreement relating to 
oreign petroleum supply. 

Indeed, in its report on 1956 amendments to the Defense Production 
Act, the Senate Banking and Currency Committee states on pages 13 
and 14 of Senate Report No. 2237, 84th Congress, 1st session: 


The committee also noted with approval the Attorney 
General’s view that the provisions in the foreign petroleum 
supply agreement and the tanker capacity contribution 
agreement for future allocation programs covering petroleum 
and tanker capacity (subject to future approval of any such 
programs by the Attorney General) were valid and appro- 
priate under the section as amended in 1955. 


POINT 10 


An examination of the testimony adduced at the hearings shows that 
some of the statements, conclusions, and recommendations contained with- 
in the majority report, as well as the staff reports, pertaining to such 
topics as joint ownership, affiliates, and subsidiaries; oil profits, first 
quarter 1957; independents and MEEC, are not well founded and the 
evidence is to the contrary. 


The majority report, as well as the staff report, commented on the 
alleged competitive and anticompetitive aspect of various joint ac- 
tivities of the American oil companies engaged in foreign oil opera- 
tions; and, further stated that large international oil companies oper- 
ate through numerous subsidiaries and affiliates, many of which are 
created by charters issued for foreign governments. They cite as 
examples, Aramco, Kuwait, the Iranian Consortium, IPC, the pro- 
posed Turkish refinery, and the West Africa replenishment plan. 

Notr.—Aramco is a Delaware corporation.) 

The joint aprrenon of petroleum facility can have more or less 
antitrust significance, depending upon the factors which brought it 
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into operation. In the Middle East, for example, the joint ownership 
of oil concessions has been due to a combination of two significant 
factors. First the capital commitments required to develop oil con- 
cessions of the size involved are beyond the financial capabilities of 
any one company, resulting in joint oil operations by such corpora- 
tions as Aramco, American Sudtnatident Oil Co., and some of the 
companies which have recently been formed to obtain new concessions 
in Venezuela. 

Second, any company which invests large sums of money in foreign 
oil operations must take into consideration the political risk factor and 
usually prefers to share that risk with other companies and thus to 
spread the risk over several countries. See quotations from the report 
of the Senate Special Committee Investigating Petroleum Resources 
cited in point 4. It would do well to reiterate a quotation at page 10 
a O’Mahoney petroleum resources report in 1947. It states as 
ollows: 


The risks and financial costs involved in foreign operations 
are of such magnitude that only the larger companies can 
assume the hazards, and even these companies find the 
difficulties so great that they customarily operate through 
hundreds of subsidiaries and by means of joint ventures 
among themselves and with foreign corporations so as to 
distribute the risk. 


There are other economic and political reasons which justify and 
often make necessary many of the joint oil operations which exist 
today. The joint American interest in IPC and the Iranian con- 
sortium are examples of participation by American independent 
companies in situations in which our own Government was keenly 
interested. 

The proposed Turkish refinery, referred to in the staff report, is a 
case in point. Turkey, like many other countries in Europe today, 
wants to reduce its drain on its dollar resources by importing crude oil 
rather than products. Yet the volume of consumption in Turkey is 
insufficient to support a number of separately owned refineries. No 
doubt with this in mind, the Turkish Government requested those oil 
companies operating in Turkey which it felt had the necessary knowl- 
edge and capabilities, jointly to participate in the financing and build- 
ing of a refinery large enough to meet the requirements of the country. 
The permutation and combinations of circumstances, which result in 
joint operations in the oil industry are many but their net effect is to 
enable American companies to complete actively for business through- 
out the world, not only among themselves but with their foreign rivals. 
An excellent example is the gradual invasion of the Middle East and 
Venezuela by independent groups joining to accept the risks present 
in these areas. Failure in such ventures if taken alone might mean 
bankruptcy to the single venturer. Success of such ventures means 
further and more vigorous competition in world markets. 

(6) The majority report, as well as the staff report, commented on 
the increase in profits for the first quarter in 1957 earned by the five 
principal companies of MEEC ranging from 13 to 32 percent over the 
first quarter of 1956, indicating the profits were made possible only 
because of immunities granted under the MEEC schedule. 
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The minority has already covered extensively the fact that MEEC’s 
oil lift to Europe program was a success, that the Attorney General 


used every — eas under the authority granted to him | 
TO 


by the Defense uction Act of 1950, as amended, and further 
ints out substantial evidence from all facets of the oil industry— 
production, refining, transportation and marketing—clearly showin 
that the price increase was long overdue and had not kept pace wit 
the increase in the costs of operation to these various lacus of the 
oil industry. Therefore, it is not necessary to go into those points 
again at this time in answering the majority mepert and staff report 
in this issue, excepting to quote a portion of Gulf Oil Corp.’s letter of 


July 2, 1957, to Senator Joseph C. O’Mahoney, acting as chairman of 


the committee’s hearing, as follows: 


The staff seems to consider it a shameful thing that any 
profit was made out of the oil lift to Europe and it cites, as 
an example, the Gulf-Esso exchange agreement under 
MEEC. Iam not aware of any position taken by Gulf, the 
industry, or the Government that would even remotely sug- 

est that they should have given away oil to Europe. Also, 
i am at a loss to understand Mr. Banner’s statement that 
“this savings was not passed along to consumers but was 
reflected in higher earnings in the first quarter of 1957.” 
Mr. Whiteford’s testimony before this committee on March 
7 fully documented Gulf’s position with respect to domestic 
crude and product price increases. In the light of his 
testimony in your record, I do not know how a staff econo- 
mist of any responsibility could expect an isolated trans- 
action such as this to result in reduced prices for our cus- 
tomers. I note also Mr. Banner’s observation that ‘this 
profit resulted from a joint arrangement between two 
companies made possible because of the waiving of the anti- 
trust laws.” 

Mr. Whiteford’s statement included the very pertinent 
information that the “overall effect of this single trans- 
action results in a tanker-savings equivalent to about three 
T-2 tankers,’ and I am of the very definite impression that 
the rerouting of tankers for their maximum use was most 
important in the Suez crisis. Actually, Gulf’s first-quarter 
earnings principally reflect the results of its operations in the 
United States. The size of the earnings in the first quarter 
cannot by any stretch of the imagination be attributed to 
the Suez crisis, as Mr. Banner would have you believe. 


(c) Independents and MEEC.—The majority report, as well as the 
staff report, commented on tht fact that membership of MEEC was 
limited to certain major oil companies with foreign operations, thus 
ignoring the interest of independent producers, refiners, distributors, 
and consumers, all of whom were affected by the program. 

The best answer to this issue can be related from the prepared 
statement of Mr. Russell B. Brown, general counsel for the Inde- 
pendent Petroleum Association of America, who pointed out that at 
the time the Middle East Emergency Committee was formed, his 
association took the position that the program of supplying oil to 

urope, resulting from the Suez crisis involved a problem of the 
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United States Government in international relations and, therefore 
should be left to the Government officials responsible for such matters, 

In point 2, the minority view was that the Government officials 
directed by law to administer such matters were exemplary in carrying 
out their duties and responsibilities in this respect. Mr. Brown 
referred to a letter addressed by the president of his association, Mr, 
Robert L. Wood to Dr. Arthur S. Flemming, Director of the Office 
of Defense Mobilization, on August 13, 1956. In that letter, Mr. 
Wood said in part: 


Our primary concern with respect to the MEEC was that 
the few individual companies comprising this committee not 
be given any authority, with antitrust immunity, to take any 
actions with respect to or which would adversely affect the 
petroleum industry within the United States. 

It was our feeling that MEEC members, which are com- 
panies extensively engaged in international trade and have 
very substantial interests in foreign operations, should not 
be selected apart from the entire domestic industry to deter- 
mine programs or take actions that would have an impact 
upon or in any way affect the domestic petroleum industry. 


In response to this letter, Dr Flemming, under date of August 21, 
gave assurances to the petroleum industry that MEEC will not be 
authorized to take actions with respect to, or that have impacts on, 
the domestic industry operations. Dr. Flemming said: 


The Middle East Emergency Committee was formed to act 
under Government supervision and direction to assist in the 
transportation, refining, and production adjustments that 
may become necessary in foreign areas. 

The questions to which you refer concerning reserve pro- 
ductive capacity and availability of transportation, terminal, 
refining and other facilities to meet any demands upon the 
domestic industry, will be developed from appropriate 
domestic sources. You comment that domestic operators 
are best equipped and most affected with respect to domestic 
facilities and capacities, and I am sure you will agree that those 
companies which operate in foreign areas are best equipped and 
most affected with respect to supply problems outside of the 
United States. [Emphasis ours.] 


Mr. Wood, in a second letter to Dr. Flemming, dated August 21, 
stated: 


I am relieved that you feel this authority does not extend 
to domestic operations in the United States. 


Mr. Brown further testified, as follows: 


I desire to make clear that as a result of our understanding 
with Dr. Flemming our association has never taken the 
position that the domestic es producing industry 
should be represented on MEEC. As was stated by Dr. 
Flemming in his testimony before this committee the 
primary purpose of MEEC is tanker pooling and the direc- 
tion of tanker movements. 
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In view of that purpose, together with the assurances that 
Dr. Flemming gave us, we concluded that there was no 
place on the committee for an independent producer and 
that no useful purpose could be served by a producer being 
on the committee. 


The testimony of Mr. Brown and the correspondence exchanged 
between Mr. Wood and Dr. Flemming is persuasive to the minority 
that the independent producers through the Independent Petroleum 
Association of America were not interested in participating in the 
Middle East Emergency Committee, and therefore, the criticism b 
the majority with respect to independent producers is not well founded. 

Although the independent refining companies were not members of 
the Middle East Emergency Committee in its inception, they were 

ermitted representation in MEEC through the extension of an 
invitation to the Frontier Refining Co., an independent refinery, 
whose president, Mr. M. H. Robineau, is also president of the Inde- 
pendent Refiners Association of America. 

However, it should be pointed out that no independent refinery, 

roducer, distributor, or marketer were members of the Foreign 
Petroleum Supply Committee under voluntary agreement of June 25, 
1951, which was the forerunner of MEEC. In order not to belabor 
this point, the minority concludes, that since those companies which 
operate in foreign areas were best equipped and most affected with 
respect to supply problems outside the United States and Mr. Brown’s 
conclusion ‘‘that there was no place on the committee for an independ- 
ent producer and that no useful purpose could be served by a producer 
being on the committee,” constitutes significant reasons for limiting 
the membership to oil companies with foreign operations and this 
action could in no way be intended to deprive independent producers, 
refiners, distributors and consumers from participation in the MEEC 
program. 

Everett McKinuey Dirksen. 
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MINORITY VIEWS OF SENATOR WILEY 
PETROLEUM, THE ANTITRUST Laws AND GOVERNMENT POoLicI£Es 
(OIL FOR EUROPE DURING SUEZ CRISIS) 


I, INTRODUCTION 


I cannot agree with the extreme criticism aimed by Senators 
O’Mahoney and Kefauver at the Eisenhower administration and the 
major oil companies for their manner of solving the European oil 
fuel crisis caused by the temporary closing of the Suez Canal. 

Nor can I agree with the complete exoneration of the oil companies 
urged by Senator Dirksen. They did take undue profit from an 
international oil transportation crisis which the United States Gov- 
ernment had asked them to solve. 

In my opinion, a careful consideration of the testimony and ex- 
hibits in the investigation of the “‘oil lift for Europe’ necessitated by 
the temporary closing of the Suez Canal, leads clearly to the following 
conclusions: 


II. CONCLUSIONS 


(1) The Eisenhower administration made the right decision in 
turning over the operation of the ‘‘oil lift for Europe” to the American 
oil companies which owned tanker fleets, even though this gave these 
ee oil companies the partial antitrust immunity necessary to do 
the job. 

(2) The oil companies did a good job in rerouting oil supplies to 
meet the Suez Canal crisis. 

(3) The oil companies also did a “good job” for themselves and made 
tremendous profits, by raising their oil prices while occupying a 
quasi-fiduciary relationship to the country, resulting in higher prices 
to consumers at home and abroad and to the armed services of the 
United States. 

(4) The matter of exemption of 27% percent of gross sales (usually 
called the depletion allowance) from the computation of the Federal 
income tax should have earnest study and reconsideration ; and special 
consideration should be given to small business in the ‘field of oil, 
perhaps by a graduated depletion allowance. 

(5) The differences between the economic philosophies reflected in 
statutes of foreign countries and our own antitrust laws, create a 
problem for American corporations doing business abroad with foreign 
companies. And their problem should be thoroughly examined 
this subcommittee and by the Department of Justice. 

The solution might be found in statute, in treaty, or in authorized 
Presidential action. 

In this connection, the recommendation of the special committee 
on antitrust laws and foreign trade of the Association of the Bar of 
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the City of New York is worthy of earnest consideration. This recom- 
mendation is stated as follows: 


We recommend that Congress should by legislation vest in 
the President the power to grant exemption from the anti- 
trust laws to any one or more persons, firms, or corporations, 
domestic or foreign, engaged or proposing to engage in any 
activity that may present a question of violation of the anti- 
trust laws as applied to commerce with foreign nations. 
Exemption should be granted if the President finds and makes 
public his finding that the grant is in furtherance of the 
national security or foreign policy of the United States. 
Exemption may be granted upon such terms and conditions, 
if any, as the President may deem appropriate in the public 
interest. 

The words “antitrust laws” should be defined to include 
the Sherman Act, Clayton Act, as amended, including the 
Robinson-Patman Act, Federal Trade Commission Act, 
antitrust provisions of the Wilson Tariff Act, and the anti- 
dumping provisions of the Revenue Act of 1916. 


9 


Close examination of the conclusions of the Senators’ statement and 
of the staff reports indicates many critical comments are made which 
are not justified by the facts. 

I list below my comments on the statement of views of Senators 
O’Mahoney and Kefauver. 


Ill. MY COMMENTS ON THE VIEWS OF SENATORS O’MAHONEY AND 
KEFAUVER 


My comments are given the same paragraph number as the con- 
clusions of these two Senators which my comments criticize. My 
comments follow: 

(1) I agree that there should be no voluntary agreement to limit 
the import of oil. See my comment No. 20 below. 

(2) I disagree. There was nothing improper about the delegation 
of operating problems to the Middle East Emergency Committee, 
composed of representatives of the major American oil companies 
having tanker fleets and foreign oil reserves. The companies per- 
formed a task set by the administration, but they were not perform- 
ing a governmental function. The use by the Government of the 
profit motive to help solve the problem is nothing new and is part of 
our American system of private initiative. 

(3) I disagree. The Attorney General gave his continuing consent 
to the voluntary agreement. And, the temporary confusion between 
Departments on or about January 31, 1956, as to whether the agree- 
ment should be continued, should not be deemed to have: canceled 
the entire basis for so essential a program. It was a job to do and 
the “know-how” was in the major oil companies. 

(4) I disagree. The administration did not abdicate policy forma- 
tion but properly requested industry to carry out operations essential 
to the policy on which the Government had already decided. (This 
is not to say, however, that the administration did not consider, as 
part of its policy formation, the interests of the United States Gov- 
ernment and the American companies in the oil located in the Middle 


East.) 
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(5) I disagree. The figures showed a crisis in deliveries of oil to 
Europe which led many to think that the oil lift would not be a suc- 
cess. How much more dangerous the situation of our European allies 
would have been if the oil-for-Europe program had not been organized! 

(6) I disagree. There was not time to seek more specific legisla- 
tive authority after the Suez crisis broke and before the European 


oil shortage developed. 


(7) I disagree. The Government brought together the best ex- 
perts to solve the problem. Delay and confusion would have re- 
sulted from bringing into the MEEC everybody who might want to 
join it. As a matter of fact, the administration went along with 
Senator O’Mahoney’s request for the addition of a representative of 
the domestic oil companies, even though they had no tankers to help 
move the oil to Europe. 

(8) I disagree. In my opinion, there is no adequate evidence in 
the record to prove that the companies should have diverted more 
Venezuelan oil from the United States to Western Europe. It cer- 
tainly does not demonstrate the inadequacies of the voluntary scheme 
for dealing with the oil crisis. It does not, in my opinion, prove that 
the companies failed to send more Venezuelan oil to Europe solely 
because they would gain by not doing so. 

(9) I disagree. ‘There is time, during quiet periods, to allow for the 
full panoply of Government supervision, with a Government chair- 
man and a full-time staff of Government employees; but in times of 
crisis, responsibility must often be placed on those already engaged in 
skillfully doing the job the country needs done. (Now that the crisis 
has been solved, the committee is reverting to a less active basis and 
a Government staff is being recruited, according to a report of August 
12 received from the Attorney General.) 

(10) I do not concur. It is inappropriate for this subcommittee to 
make findings as to a matter which is so essential a part of a pending 
antitrust suit, as is the question whether historical patterns of dis- 
tribution were followed by the major oil companies. I, therefore, 
oppose any such conclusion. 

(11) The question whether the severity of the crisis was reduced by 
certain factors is irrelevant to our conclusions. The emergency was 
there and required emergency action. Certainly, we should have 
objected if Europe had not cut its use of oil by rationing. The problem 
was not solved ane MEEC came into the picture. 

(12) There is no doubt that profits increased; but I do not agree 
with the conclusion. Whether they increased because of antitrust 
immunity under MEEC schedules has not been proven to my satisfac- 
tion. Profits undoubtedly increased because of the vast increase in 
United States shipments to Europe and because of the increases in oil 
and gasoline prices and of tanker charter hire. 

(13) Ido notagree. Weshouldremainready. We can either kee 
the organization which we have, or we can be ready to reestablis 
it in event of crisis. (The August 12, 1957, report of the Attorney 
General announces that MEEC has been abolished; but, fortunately, 
the Foreign Petroleum Supply Agreement has been maintained for 
mobilization planning and for emergency action.) 

And, we should not abolish it until a better mechanism for handling 
any future international oil supply crisis is ready. Ina world of flux, 
we must have mechanisms ready for the Government to meet any 
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emergency. If we can improve the mechanism we have, fine! But, 
let’s not ‘‘blow it to pieces.” 

I do concur in the recommendation that the facts about the opera- 
tion of MEEC be brought to the attention of our colleagues on the 
Senate Banking and Currency Committee because it has jurisdiction 
over the Defense Production Act under which MEEC was established, 

(14) I agree that the “provisions of the voluntary agreement pro- 
viding for the gathering of information should be left intact.”” The 
responsible Government agencies should, of course, try to devise 
improved methods for handling future oil emergencies, if they can 
find better ones than they have already created. However, I do not 
agree that the Federal Government should deny to the country the 
benefit of the skill and initiative of private enterprise in solving any 
international oil supply crisis. To limit the mechanism to a Govy- 
ernment organization would do just that. In this period of challenge, 
we should use all brains and strength with which our people are 
equipped. And this includes business know-how. If improved pro- 
cedure requires additional specific legislative authority, of course it 
should be requested. 

(15) I find myself in agreement with some of the statements; but 
in disagreement with others. It is the concession from the Saudi 
Arabian Government which gives to the Arabian American Oil Co, 
(Aramco) a monopoly of Saudi Arabian oil. The Saudi Arabian 
Government was pleased to make such arrangements with an Ameri- 
can company. Aramco is selling its oil to its parent companies for 
prices on which they agreed with them. It would be novel doctrine 
to assert that a company may not select its customers and charge 
them an agreed price, particularly if they are also its parent com- 
panies. 

(16) Since the subject of the ownership of Aramco is a key point 
in the cartel suit already pending in the courts, I do not believe that 
the Senate Antitrust Subcommittee should make a recommendation 
with respect to this matter. And merely to recommend that the 
Department of Justice investigate the matter would be to suggest 
duplication, because the Department must have investigated it before 
making the allegation in paragraph 10 of its complaint in the cartel 
suit. However, a matter which the Department of Justice might 
well investigate is the question whether, in order to meet the com- 
petition in world markets of the enterprises of other Nations, it is to 
the advantage or to the disadvantage of the general public in America 
that there should be allowed to continue abroad what might be called 
“the united effort of Amcrican companies.’”’ See also my paragraph 
15 above and my fifth conclusion near the beginning of this statement 
of my views. 

(17) It does appear to be true, according to evidence before the 
subcommittee, that Aramco gave its agreement to the issuance of a 
Saudi Arabian income-tax decree, although its original agreement 
with the Saudi Arabian Government provided that Aramco need not 
pay any additional tax not then in effect. 

t also appears to be true that the result of the Saudi Arabian income- 
tax decree was to increase the Saudi Arabian Government’s income 
from Aramco up to 50 percent of Aramco’s net profits without in- 
creasing the original rate of royalty payments. 
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Apparently it is true, as a result, that the United States has received 
no revenue directly in the form of income taxes from Aramco on its 
foreign operations. However, the United States Government has re- 
ceived income-tax payments from the stockholders of Aramco. There 
is appeal an illegal in Aramco’s taking advantage of our 
income-tax laws American companies doing business abroad 
do so. 

Aramco has had the prestige and protection of the American flag 
abroad. On the whole, therefore, [ recommend that appropriate 
congressional committees review the legality and the propriety of 
these arrangements to determine whether remedial measures or cor- 
rective legislation are necessary or appropriate to secure for our 
Government additional tax income. 

(18) I agree with this point. 

(19) The amount of depletion allowance of the oil companies should 
be reconsidered in the light of their large earnings and in the light of 
our Government’s need for income. However, there is no adequate 
reason for discriminating between American companies merely on the 
ground that some are finding oil in the United States and some are 
finding it abroad. Oil from both sources is important to the defense 
and to the domestic economy of the United States. Greater wealth 
and income must in this atomic age assume its proportionately greater 
responsibility. See my conclusion No. 4 above. 

(20) I disagree. There seems to be no justification whatsoever 
for suggesting an import duty on oil and oil products. It would 
increase prices to the American consumer. It is a gratuitous sugges- 
tion without basis in the hearing. Such offhand treatment of a major 
foreign policy which is within the jurisdiction of other committees, 
is to be deprecated, particularly when it would effect in an important 
degree our neighbors to the North (Canada) and South (Venezuela). 
As to the present program, the Presidential committee has decided 
the policy, for the time being. As a matter of fact, it is essential that 
we maintain our own domestic reservoir of oil in the United States. 
Having it within the continental United States in time of war is an 
even greater defense than owning oil reserves abroad. While we are 
at peace, we should conserve our domestic resources and use foreign 
supplies of oil to a reasonable extent. 

(21) I do not agree. It has not been proven in this record to my 
satisfaction that special financing concessions need to be made on the 
basis of certificates of essentiality. In order to justify Government 
financing to build additional pipelines, there should be a clear showing 
of defense needs. We are now economizing in our defense budget. 
This is no time to build commercial pipelines under the guise of de- 
fense expenditures. There is no showing that certificates of essen- 
tiality are necessary either to obtain any scarce materials or to obtain 
a license to lay and operate the pipelines. 

(22) In view of the charges made before the Antitrust Subcommittee 
about pipelines and their alleged discrimination against independent 
oil producers, I agree that the Department of Justice should initiate 
an investigation. However, I believe that the investigation should be 
broad enough to include the natural-gas pipelines and any attempts 
to control them in violation of the antitrustlaws, the collection and 
pricing of natural gas going into those pipelines, and the monopolistic 
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prices charged for natural gas to industrial and individual consumers, 
And, it might also cover the prices charged for residual oil. 

(23) I agree that the oil industry has been the beneficiary of prefer- 
ential treatment in receiving the 27% percent depletion allowance, 
Before any investigation of so-called antitrust immunities granted by 
the Attorney General is further considered, I should want to see 
something specific which would indicate we would not be wasting 
our time. 

(24) Same as my comment No. 23 above. 
™ (25) The present authority to act should not be abolished or dimin- 
ished unless and until a new law providing improved machinery for 
coping with oil emergencies is enacted. What if a new emergency 
should arise tomorrow! What could the Government do if its au- 
thority had been abolished? However, I should oppose antitrust 
immunity for a proposed “voluntary restriction of oil imports.” 

(26) I disagree. See my comment No. 14 above. However, I am 
perfectly willing that the matter should be given proper and dis- 
criminating study by a senatorial committee. 

(27) See my conclusion No. 3 above. The oil companies should 
not have raised prices when the industry was in a quasi-fiduciary 
relation to the United States. It owed greater loyalty to the people 
of the United States than to ‘“‘jack up” the oil and gasoline price just 
at the time when the industry was purporting to help them out of an 
oil crisis. The major oil companies could hardly have required this 
increase in view of the comparatively low price which they pay for 
Middle Eastern oil. 

(28) I agree with the statement in point 28. 

(29) I disagree with point 29. 

(30) Without concurring in the conclusions, I agree with the rec- 
ommendation that residual oil prices be investigated. 

(31) I disagree with the recitals of this concluding recommendation 
No. 31; but I am of a firm belief that an appropriate committee should 
have under consideration the subject referred to and should bear in 
mind particularly the consuming public, as well as the rights of the 
producers and distributors. I believe that consideration of a national 
policy for oil should include the question of maintaining our own 
reserves as mentioned in my comment No. 20 above. 


IV. COMMENTS ON THE VIEWS OF SENATOR DIRKSEN 


In addition to the views of Senators O’Mahoney and Kefauver, 
which I have just been discussing, Senator Dirksen filed a separate 
statement for himself. I shall be very brief in stating my position 
on the issues involved in his statement of views. 


The Middle East emergency 


(1 and 2) I agree partially with the conclusions in points 1 and 2 
in Senator Dirksen’s report. I feel that the Middle Kast Emergency 
Committee which the Federal Government set up in May 1956, was 
created to meet an emergency in the world which might have exploded 
with resulting catastrophe to the West. It might have resulted in a 
weakness in the West which would have permitted international com- 
munism to take over Western Europe. I believe that the oil-lift to 
Europe was a success. I also believe that there is no evidence that 
any other course could have been followed so successfully. 
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When we were seeking to cure the world situation, the oil price in- 
crease by the companies meant an increase of 80 million to 100 million 
dollars in the expenditures of the United States military service. 
This involved either the necessity of additional appropriations in that 
amount or the cessation of authorized activities costing the services 
that amount. (The latter alternative has been adopted by reducing 
the military use of petroleum products by 10 or 15 percent.) 


The depletion allowance should be reviewed 


(3) See paragraph 18 above and conclusion 4. On the subject of 
depletion, I feel that the whole matter should be gone into fully. In 
that connection I draw attention to the tables on pages 1240, 1442 
and 1471 of the hearings in this matter. 

(4) See paragraph 18 above and conclusion 4. The depletion allow- 
ance of 27% percent of annual gross sales from crude oil production 
(not to exceed 50 percent of net income) was enacted in 1926, when 
the Federal income tax rate on domestic corporations was about 14 

ercent. 
. In view of the present corporate rate of 52 percent, the oil compa- 
nies’ 27% percent depletion allowance represents a tremendous tax-free 
bonanza which ordinary corporations do not get. 

The amount of this depletion allowance should, in my opinion, be 
carefully reviewed by the appropriate congressional committees. 

In this connection, it should be recalled that the 27% percent depletion 
allowance is not a percentage of the cost of the investment; it is a 
percentage of gross sales. 

And the companies who obtain part of their oil from the Middle East 
are able to sell it on the basis of the United States gulf price, adjusted 
for transportation costs. And so they calculate their deduction for 
that oil on the basis of the high selling price, while the cost to them is 
the low Middle East cost of production figure. 

In addition, it must not be forgotten that the 27% percent depletion 
allowance goes on forever; while similar depreciation deductions of 
ordinary folk are stopped when the original capital has been recovered. 

During the World War, while regular corporations were required 
to pay Federal income and excess-profit taxes at a rate of about 
80 percent, this special group of gas and oil corporations with the 
benefit of the depletion allowance, benefited from an unfair dis- 
crimination so that they paid practically no excess-profit tax. Small 
wonder then that their size has grown so tremendously and that they 
have so much economic and political power. 

(5) My comment on this argument by Senator Dirksen is stated in 
paragraph 3 above. 

Oil imports 

(6A and 6B) My answer to this argument is contained in paragraph 
19 and 21 above. 

For the time being, the White House approval of the President’s 
committee recommendation has decided the question of oil imports. 
This subcommittee should keep closely in touch with the situation to 
be positive that the public’s interest is not sacrificed upon the altar 
of protecting some of the oil companies. 

(7) The action taken and made the subject of comment in point 7 
of Senator Dirksen’s views was an action requiring judgment and 
diseretion. 
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Staff reports 

(8) There is much to be said against the practice of a staff’s maki 
a public report not sanctioned by the committee. In fairness, how- 
ever, it must be said that the oil companies were given an opportunity 
to testify in rebuttal to the staff reports but, so far as I know, none 
accepted that invitation, although one company wrote with respect 
to some aspects of the report. 

ase My comment on this point is covered in paragraphs 1, 2 and 3 

above. 

(10) My comment on this point is covered in paragraphs 1, 11 and 
15 above. 

Vv. IN SUMMARY 


We must remember that bigness alone is no crime. America is a big 
country. We often do things in a big way in America. 

But unfair or monopolistic practices must be ferreted out, even if 
they are directed from the seats of the mighty. 

During World War II, we called on all America, whether big or 
small, to defend the country. 

In times of international crisis, the Government should feel free to 
call on the right persons or the right companies to do the job. 

Competence should be the criterion. 

When a fire breaks out, you call the nearest fire department, and the 
fire is quickly put out by experts. You don’t convene a committee of 
all persons in the town who might be interested in fire fighting. 

Crisis is a time for action, not words. 

So, when our European allies faced an oil shortage, the administra- 
tion called in the oil experts. And they solved the oil supply problem. 

Changed and changing geography and economics of this world 
require that we constantly take a “new look.” In taking that “new 
look’’, we see the necessity for cooperation among nations and among 
international businesses. We must ever be mindful of the need for 
efficiency and not be “‘scared’’ of bigness, although we do need to be 
aware of human frailty and make sure that the general welfare is 
served. 

Senator O’Mahoney said in opening the hearing that it was for the 
purpose of discussing with the executive branch the antitrust immu- 
nity given to the major American oil companies to solve the Suez oil 
crisis. 

I find no fault in this connection with the administration. I find no 
fault with the oil companies, except that they used the occasion to 
raise their prices; but I think that the general picture of the oil in- 
dustry which the hearing gave us makes clear that a review of the 27}- 
percent tax depletion allowance is overdue. Also overdue is a willing- 
ness to face the facts of life that competition abroad is not under 
any “Marquis of Queensbury Rules’’, against monopoly and unfair 
competition, like our own antitrust laws. 

Investment abroad by private companies, stimulated by private 
initiative, has done more, and will continue to do more, than Govern- 
ment ownership in the development of natural resources. But human 
nature being what it is, we must ever be mindful of the necessity of 
buttressing human frailties by laws and treaties which will protect the 
many against any excesses by the powerful few. 


ALEXANDER WILEY. 
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EQUAL RIGHTS FOR MEN AND WOMEN 
Avcust 27, 1957.—Ordered to be printed 


Mr. Keravver, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8S. J. Res. 80] 


The Committee on the Judiciary, to which was referred the joint 
resolution (S. J. Res. 80) proposing an amendment to the Constitution 
of the United States relative to equal rights for men and women, 
having considered the same, reports favorably thereon, without 
amendment, and recommends that the joint resolution do pass. 


PURPOSE 


The purpose of the proposed legislation is to submit an amendment 
to the State legislatures which, if adopted, would insure equal rights 
for men and women. 


STATEMENT 


This is a well-known proposal, designed to assure equal rights for 
men and women. Similar legislation has been introduced in the 
Congress since 1923 following the adoption of the equal-suffrage 
amendment to the United States Constitution. The equal-suffrage 
amendment prohibits inequality in voting rights on account of sex. 
The proposed amendment would prohibit inequalities under the law 
on account of sex and thereby complete the movement for equality 
for women begun by the adoption of the equal-suffrage amendment. 

The language of the amendment parallels the language of the 19th 
amendment. Like the 14th and 19th amendments, its prohibitions 
are directed against the acts of Government and its agents and agen- 
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cies. It does not apply to acts of individuals unless such acts are 
undertaken in concert with officials of Government. It is designed 
to establish equality of treatment, particularly in matters of 
employment. 

Throughout the years, various congressional hearings have been 
conducted on the equal-rights proposals. The Standing Subcom- 
mittee on Constitutional Amendments conducted further hearin 
in this Congress although similar legislation has been reported by the 
committee on a number of occasions, including the 80th, 81st, 82d, 
83d, and 84th Congresses. In the 81st Congress and 83d Congress, 
the equal-rights amendment passed the Senate with an amendment, 
only to die without action by the House of Representatives. 

In addition, major political parties in recent years have several 
times pledged support of this amendment. A number of nationwide 
organizations are working for its adoption. Among these are: 


National Women’s Party. 

a Federation of Business and Professional Women’s 
Clubs. 

American Medical Women’s Association, Inc. 

Association of American Women Dentists. 

American Federation of Soroptimist Clubs. 

American Association of Women Ministers. 

Alpha Iota Sorority (graduates of business colleges). 

General Federation of Women’s Clubs. 

National Association of Women Lawyers. 

The Wheel of Progress. 

Ladies of the Grand Army of the Republic. 


The United Nations Charter, to which the United States is a signa- 
tory, states in the preamble, as one of its objectives, the reaffirmation 
of faith in the equal rights of men and women. As a signatory to 
this charter the United States has subscribed to its principe: includ. 
ing those expressed in the preamble. However, as pointed out b 
supporters of this amendment, this Nation has not kept pace with 
other nations, notably Egypt, Burma, Greece, Japan, Western Ger- 
many, and Pakistan, all of whom have given constitutional equality 
to women. 

The Committee on the Judiciary believes that this proposed amend- 
ment throughout the years has received thorough consideration. 
Consequently, in accordance with its previous recommendations on 
prior proposals to achieve the same objective, the committee is recom- 
mending that the legislation be favorably reported in order that the 
matter may be submitted to the Senate for its consideration. 


O 
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EXTENDING TITLE II, FIRST WAR POWERS ACT, 1941 
Avaust 27, 1957.—Ordered to be printed 


Mr. O’Manoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany H. R. 7536] 


The Committee on the Judiciary, to which was referred the bill 
(H. R. 7536) to amend the act of January 12, 1951, as amended, to 
continue in effect the provisions of title II of the First War Powers 
Act, 1941, having considered the same, reports favorably thereon 
without amendment and recommends that the bill do pass. 


PURPOSE 


The purpose of the proposed legislation is to extend the termination 
date of title II of the First War Powers Act of 1941 to June 30, 1958. 
Under the present law, title II expired on June 30 of this year. The 
extension is being granted with certain conditions respecting its use, 
which conditions are explained later in this report. 


STATEMENT 


In 1941, as a part of the First War Powers Act, the Congress passed 
legislation granting to the President of the United States the authority 
to authorize any department or agency of the Government exercising 
functions in connection with national defense to enter into contracts 
and into amendments or modifications of contracts, including the 
making of advance, progress or other payments thereon without re- 
gard to other provisions of law relating to the making, performance, 
amendment or modification of contracts, whenever it was found that 
such action would facilitate the national defense. This authority was 
subject to three restrictions— 

(1) that such authority could not be ued to authorize a cost- 
plus-a-percentage-of-cost system of contracting; 
_ (2) that it could not be used to violate existing law relating to 
limitation of profits; 
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(3) that all acts pursuant to this authority be made a matter 
of public record when not incompatible with the public interest. 

This authority was_reactivated by the act of January 12, 1951 
(64 Stat. 1257), which added a new condition, namely, that any 
contract entered into contain a clause to the effect that the Comptroller 
General or his duly authorized representative should have access to 
any pertinent papers of the contractor, or his subcontractors, engaged 
in the performance of, and involving transactions related to, such 
contracts or subcontracts. Since reactivation of the basic law ip 
1951, title II has been successively extended by the Congress to June 
30, 1953 (Public Law 426, 82d Gobe), June 30, 1954 (Public Law 
97, 83d Cong.), June 30, 1955 (Public Law 443, 83d Cong.), and 
June 30, 1957 (Public Law 58, 84th Cong.). 

Since the basic law was enacted and reactivated, the President 
of the United States has, pursuant to the authority conferred upon 
him, delegated the authority of title II to the heads of a number 
of executive departments and agencies, including the Departments 
of Defense, Army, Navy, Air Force, Commerce, Agriculture, and 
Interior, the Atomic Energy Commission, the National Advisory 
Committee for Aeronautics, the Government Printing Office, the 
General Services Administration, the Tennessee Valley Authority, and 
the Federal Civil Defense Administrator. 

It is obvious from the foregoing recitation that the legislation under 
consideration is primarily of an emergency nature. It was both 
conceived and reactivated during periods of emergency. Its continued 
extensions from year to year have been based largely upon the 
expression of need by the military departments of Government. 

nder this authority executive departments and agencies are em- 
powered to amend or modify Government contracts without additional 
consideration where, for example, an actual or threatened loss on a 
defense contract will impair the productive capacity of a contractor 
whose continued existence is needed for the national defense. Officials 
likewise may make advance payments on contracts to be executed in 
the future or to extend delivery or completion dates in certain cases, 
Mistakes and ambiguities in contracts may be rectified, and indemnity 
payments may be guaranteed for otherwise noninsurable risks. These 
are extraordinary powers and their extension in times when the United 
States is not engaged in any conflict should be permitted only upon a 
detailed showing of their necessity. Such a showing has not been 
made. No hearings have been conducted on the legislation by either 
House of the Congress. Time and press of other matters have not 
permitted such an examination. Information which has been sub- 
mitted to the committee, however, indicates that there were a sub- 
stantial number of claims under this authority pending on June 30 
of this year. The military departments alone have informed the 
committee that a total of 184 applications were pending on June 30, 
1957, claiming $20,917,739 for amendments without consideration, 
corrections of mistakes, and formalizations of oral ag-eements pre- 
viously made. The committee was also in receipt of numerous com- 
munications from individuals representing corporations which had 
claims pending as of the expiration of this authority. It therefore 
appeared that insofar as those who had claims pending at the time of 
the expiration of the authority, further processing of their claims could 
not be effected under the statute and a considerable hardship could 
thereby ensue. 
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The committee has no desire to visit hardship upon those who con- 
tracted with the Government in good faith and in knowledge that this 
extraordinary authority was available to certain departments of 
Government should difficulties be encountered during the period of 
the performance of the contract. At the same time, the committee 
was reluctant to agree to the further extension of this authority with- 
out adequate examination into its operation and the specific necessity 
for each of the powers granted. At the direction of the committee, 
therefore, the chairman addressed a letter to each of the departments 
to whom this authority has been delegated requesting their agreement 
to apply this authority only with respect to contracts entered into on 
or before June 30, 1957. Replies from some of these agencies indicated 
a willingness to comply with such a request. However, the Depart- 
ment of Defense, which is the agency most concerned with the applica- 
tion of this authority, informed the committee that it felt that the 
conditions sought were unduly restrictive and might operate to de- 
prive the Department of needed authority. The Department, how- 
ever, expressed its willingness to agree to certain limitations with 
respect to the use of this authority if it could be extended for an addi- 
tional year, as provided in H. R. 7536. These conditions are set 
forth in a letter from the Department which is attached to this report. 
While the committee would have preferred to conduct a full and 
complete examination of the need for this authority, the committee 
was aware that such a procedure late in the congressional session 
might result in no measure being enacted whatsoever. To negate 
such a prospect, the committee has agreed to the extension of the 
authority as contained in the bill as approved by the House of Repre- 
sentatives, on the condition that the departments and agencies to 
whom this authority has been delegated agree that it will not be used 
in a manner contrary to the understanding reached with the repre- 
sentatives of the Department of Defense. The committee believes 
that this procedure will afford necessary relief to those who con- 
tracted with the Government in contemplation that this authority 
could be utilized, if necessary. It would also put on notice those who 
contract with the Government in the future that this authority is no 
longer to be automatically extended during periods in which the 
United States is not engaged in armed conflict. It would also permit 
the committee, at the outset of the next session of Congress, to care- 
fully examine this authority and the possible need for its continuance. 
With the distinct understanding reached with the officials of the 
executive branch of Government, the Senate Committee on the 
Judiciary recommends that this legislation be favorably considered. 

Attached to this report is the executive communication from the 
Department of the Navy submitting a draft of this legislation, to- 
gether with the letter from the Department of Defense referred to 
earlier. Correspondence from other agencies agreeing to limit the 
use of the authority to contracts entered into on or before June 30, 
1957, have not been attached to the report, inasmuch as the acceptance 
of such a limitation seemed to the committee to presuppose the agree- 
ment with the conditions assented to by the Department of Defense. 
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GENERAL COUNSEL, 
DEPARTMENT OF DEFENSE, 
August 27, 1957, 
Hon. James O. Eastianp, 
Senate Office Building, Washington, D. C. 

Dear Senator Eastianp: This letter is written in reply to yours 
of August 26, 1957, with respect to H. R. 7536, in which you stated 
that your committee at its meeting August 26, 1957, agreed to report 
favorably H. R. 7536 upon certain conditions. 

The Secretary of Defense has requested that I advise you that the 
Department of Defense undertakes that the military departments will 
not use title II of the First War Powers Act, if extended by H. R, 
7536, as the authority for any of the following actions: 

1. For negotiation of contracts without formal competitive 
bidding or for the elimination of formal advertising requirements 
in connection with the letting of contracts; 

2. For authorizing the waiver of any bid, payment, performance 
or other bonds required by other laws; 

3. For authorizing the making of any progress payment; 

4. For increasing (in case after rejection of all competitive bids 
a contract has been entered into by negotiation under the author- 
ity of 10 U. S. C, 2304 (a) (15)) the amount of the contract price 
in such a case to a figure higher than the lowest competitive bid 
among those rejected ; 

5. For the formalization of informal commitments made 
hereafter, except in the case where exigencies of time require- 
ments make formalization at the time impracticable. 

I am sure you understand that in making the above undertaki 
we do not mean to indicate that the Department of Defense has in 
fact been following these practices, but we understand the desire of 
your committee to have these positive assurances. 

We greatly appreciate the willingness of your committee to consider 
this means of meeting the situation created by the imminent adjourn- 
ment of Congress. We shall, of course, keep careful records of any 
use at all of the authority under title II in the event that H. R, 7536 
is passed and shall be prepared to report to you fully at the next 
session of Congress as to such use. 

We shall send you for the information of yourself and your associates 
& separate memorandum which will indicate some of the most im- 
portant situations which occasionally arise and which can be dealt 
with in the intersts of defense under title II but which otherwise may 
be impossible to meet under other authority. 

Sincerely, 

Rosert DecHert, 
General Counsul, Department of Defense. 
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DEPARTMENT OF THE Navy, 
Orrick oF THE SECRETARY, 
Washington, D. C., May 9, 1967. 
Hon. Sam RAyYBuURN, 
Speaker of the House of Representatives, 
Washington, D. C. 

My Dear Mr. Speaker: There is enclosed a draft of legislation, to 
amend the act of January 12, 1951, as amended, to continue in effect 
the provisions of title II of the First War Powers Act, 1941. 

This proposal is a part of the Department of Defense legislative 
program for 1957, and the Bureau of the Budget has advised that 
there would be no objection to its transmittal to the Congress for con- 
sideration. The Department of the Navy has been designated as the 
representative of the Department of Defense for this legislation. It 
is recommended that this proposal be enacted by the Congress. 


PURPOSE OF THE LEGISLATION 


The proposed legislation would amend section 2 of the act of January 
12, 1951 (64 Stat. 1257; 50 U. S. C. App. 611, note), as amended, so 
as to continue in effect title II of the First War Powers Act, 1941, for 
the duration of the national emergency proclaimed by the President 
on December 16, 1950, or until June 30, 1959, whichever is earlier. 
Since reactivation of the basic law in 1951, title II thereof relating to 
contracts has been successively extended by the Congress to June 30, 
1953 (Public Law 426, 82d Cong.), June 30, 1954 (Public Law 97, 83d 
Cong.), June 30, 1955 (Public Law 443, 83d Cong.), and June 30, 
1957 (Public Law 58, 84th Cong.). These extensions were in recog- 
nition of the need for such emergency authority during periods of 
continued international unrest. 

Under the provisions of the expiring law the President may authorize 
any department or agency of the Government exercising functions in 
connection with the prosecution of the national defense effort to enter 
into contracts and into amendments or modifications of contracts and 
to make advance, progress, and other payments thereon, without 
regard to other provisions of law relating to contracts whenever he 
deems such action would facilitate the national defense, subject, how- 
ever, to the additional provisions which are set forth in title II of the 
First War Powers Act, 1941. Also by the authority of that title, the 
Department of Defense is empowered to amend contracts without 
consideration. ‘This includes the extension of the time of performance 
of contracts and the waiver of liquidated damages and performance 
bonds by the United States. 

The exercise of title II authority permits defense agencies to make 
the necessary adjustments to assure the continued availability of 
essential productive capacity. Without this authority, it will be 
impossible to use the special procurement techniques necessary and 
proper in situations of military or production urgency, which other 
permanent laws are not designed to afford. By virtue of title II of 
the First War Powers Act, the Department of Defense is currently 
authorized to make advance payments on advertised contracts. With- 
out the authority granted by title II, the Department of Defense could 
make advance payments only on negotiated contracts. This law is 
considered to be vitally necessary in order to supplement other con- 
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tract authority and thus insure uninterrupted performance of contracts 
to facilitate the national defense. 

The possibility of abuse of the powers granted by this law is greatly 
precluded by safeguards contained in the statute itself. Furthermore, 
the administration of the law has been marked by close adherence to 
its intended purposes. Within the Department of Defense, title II 
authority has been used only when “such action would facilitate the 
national defense” and where normal procurement methods and 
authority are deemed inadequate to meet the situation. 

It is considered that the reasons necessitating past extensions of 
this authority prevail in no less degree today. The continued internal 
and international tensions in many parts of the globe—particularly 
the Middle East, and the importance of this law to the readiness of 
our defense forces are believed to well justify its extension as provided 
by this proposal. 

COST AND BUDGET DATA 


The enactment of this legislation would cause no apparent increase 
in budgetary requirements insofar as the Department of Defense is 
concerned. 

Sincerely yours, 
W. B. FRANKE, 
Acting Secretary of the Navy. 


A BILL To amend the Act of January 12, 1951, as amended, to continue in effect 
the provisions of Title iI of the First War Powers Act, 1941 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That section 2 of the Act of 
January 12, 1951 (64 Stat. 1267), as amended, is further amended by 
striking out “1957” and inserting in lieu thereof “1959”. 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing low proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Act or JANUARY 12, 1951 (Pustic Law 921, 81st Cona. (64 Srat. 
1257), AS AMENDED) 


* * * » * » . 


Sec. Title II of such Act, as amended, shall remain in force during 
the national emergency proclaimed by the President December 16, 
1950, or until such earlier time as the Congress by concurrent resolution 
or the President may designate but in no event beyond June 30, 
1957} 1958. 
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Calendar No. 1188 


85TH CONGRESS ( SENATE | Report 
1st Session No. 1154 





RELATIVE TO THE CONSERVATION AND DEVELOPMENT 
OF LAND AND WATER RESOURCES 


Avuaust 28, 1957.—Ordered to be printed 


Mr. Nevsercer (for Mr. Murray), from the Committee on Interior 
and Insular Affairs and the Committee on Public Works, submitted 


the following 
REPORT 


together with 
MINORITY VIEWS 


[To accompany S. Res. 148] 


The Committee on Interior and Insular Affairs and the Committee 
on Public Works, to whom was jointly referred the resolution (S. Res. 
148) to prescribe procedures and contents for reports to the Senate 
by executive agencies with respect to proposed projects for conserva- 
tion and development of land and water resources, having considered 
the same, report favorably thereon with amendments, end jointly 
recommend that the resolution, as amended, be agreed to by the 
Senate. 

AMENDMENTS 


The amendments are as follows: 
Page 3, line 3, after word “Agriculture”, change period to comma 
and insert the following: 


including enough of the information enumerated in subpara- 
graphs (1) to (10) inclusive to show why each alternative was 
dropped in favor of the recommended plan. 


Page 3, line 4, strike the words “each potential” and after the word 
“project” insert ‘recommended for authorization.” 

Page 3, lines 4 and 5, strike the following: ‘in addition to a descrip- 
tion of the project’’. 

Page 3, line 7, insert new subsection (1) to read as follows: 


(1) Complete description of project, including an estimate 
of the economic life of the major project facility. 
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Pages 3, 4 and 5, renumber subsections to conform. 
Page 3, lines 11 and 12, strike all and insert the following: 


(3) Benefit-cost ratios calculated by using total tangible 
costs for 100 years, and for 50 years, except where the eco- 
nomic life of the major project facility is less. 


Page 3, line 14, after the word “computation” insert the words 
“or other evaluation.” 

Page 5, line 19, strike (59 Stat. 887) and insert (58 Stat. 887). 

Page 6 at top of page insert new section as follows: 


Sec. 3. That reports on projects recommended for con- 
struction by the Secretary of Agriculture pursuant to the 
Watershed Protection and Flood Prevention Act (68 Stat. 
666), as amended, should be transmitted to the Congress not 
later than three calendar months after their approval by 
said Secretary of Agriculture, and the officials of the execu- 
tive branch responsible for such transmittal pursuant to said 
Act be, and are hereby, requested to so deliver such reports 
not later than three months after their approval by said 
Secretary of Agriculture. 


Page 6, renumber section 3 as section 4, 
Page 6, line 3, strike the period, insert comma and add the following; 


the period of time allowable for repayment of the power in- 
vestment, and the formula for determining the rate of interest 
on it that is to be returned; and (2) require that prior to the 
time that any major facility of such multiple-purpose project 
is placed in operation the construction agency shall report 
the allocation of costs in accordance with the criteria of sec- 
tion 1 of this resolution together with its recommendations 
and the comments of the power marketing agency if that be 
other than the construction agency. 

Sec. 5. That the Committee on Interior and Insular 
Affairs and the Committee on Public Works be, and they 
hereby are, directed to continue the study instituted pur- 
suant to S. Res. 281, Eighty-fourth Congress, and to recom- 
mend to the Senate as early as practicable in the second 
session of the Eighty-fifth Congress such further measures 
as may be appropriate to provide for full and effective con- 
servation, development, and utilization of the Nation’s land 
and water resources. 


Amend last paragraph of preamble so that paragraph reads as 
follows: 


Whereas the program for conservation, development, and 
utilization of the land and water resources of the Nation is 
impaired by delay in the delivery to the Congress of reports 
on projects proposed for authorization and for clearance pur- 
suant to the provisions of the Watershed Protection and 
Flood Prevention Act (68 Stat, 666, as amended): 


PURPOSE OF THE AMENDMENTS 


The following memorandum from Senator Anderson and Senator 
Kerr explains the purpose of the committee’s amendments: 
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Aveusr 19, 1957. 

Memorandum 

To: Members of the Committee on Interior and Insular Affairs and 
the Committee on Public Works. 

From: Clinton P. Anderson, chairman, Subcommittee on Irrigation 
and Reclamation; Robert S. Kerr, chairman, Subcommittee on 
Flood Control—Rivers and Harbors. 

Subject: Amendments to Senate Resolution 148. 

In order to expedite consideration of Senate Resolution 148, we 
have had prepared the attached committee print of the resolution 
incorporating proposed amendments which we recommend for adop- 
tion by our respective committees: 

There are four classes of amendments: 

(2) Amendments designed to expedite clearance of watershed- 
protection and flood-prevention projects pursuant to information 
disclosed at the joint hearing on that matter held on August 15, 
1957. (These amendments are in the fourth Whereas clause,of the 
preamble and section 3 of the resolution.) 

(6) Amendments pursuant to the first four proposals in the July 
30, 1957, memorandum from Senators Allott, Watkins, and Barrett 
(Committee Print No. 5, August 5, 1957, pp. 29-33). They clarif 
the information to be provided to the Senate in connection wit 
projects recommended for authorization, as outlined in section 2 of 
the resolution. 

(c) Amendments pursuant to recommendations of the Comptroller 
General of the United States, set forth in his letter of July 8, 1957 
(Committee Print No. 5, pp. 2-5). These recommendations are the 
basis for the amended section 4 of the resolution. They clarify the 
intention of the Senate to exercise legislative control of the allocations 
of costs of multiple-purpose projects. 

(d) Amendment to continue the study and submit to the Senate 
further recommended measures relative to the land and water re- 
sources programs. A number of problems disclosed by the study 
have not been resolved sufficiently to permit recommendation of 
remedial measures. These include equitable cost sharing, inconsist- 
ent requirements of local contribution, and recognition of general 
public benefits in determination of Federal participation. 

The resolution, as revised in the ane committee print, reflects 
the comments of executive agencies and nongovernmental organiza- 
tions as set forth in Committee Print No. 5. Recommendations on 
certain problems, as noted above, have not yet been developed. 

The Bureau of the Budget commented on Senate Resolution 148 
as follows (Committee Print No. 5, pp. 9-10): 

“Much of the information which would be solicited by the resolution 
is, of course, now available in project reports submitted to the Con- 
gress. However, it appears to us that the additional information 
called for by the resolution could provide a useful supplement to that 
presented under present procedures.” 

The series of hearings and consultations on the general subject of 
land and water programs have convinced us of the need for congres- 
sional direction. The hearing last week on obstruction of the water- 
shed projects program by Bureau of the Budget Circular A-47, is 
pascorirs evidence of the urgency of adoption of Senate Resolution 











4 CONSERVATION OF LAND AND WATER RESOURCES 


Attached are copies of a committee print showing the amendments 
recommended and of the joint hearings held on August 15 on Senate 
Resolution 148. 

We hope our respective committees will agree to the amendments 
which we recommend. 

Curnton P. ANDERSON, 
Chai» man, Subcommittee on Irrigation and Reclamation, Com- 
mittee on Interior and Insular Affairs. 
Rosert S. Kerr, 
Chairman, Subcommittee on Flood Control-Rivers and Harbors, 
Committee on Public Works. 


The resolution with amendments, as recommended by the com- 
mittees, would read as follows: 


RESOLUTION 


Whereas the sense of the Senate, stated in S. Res. 281, 
Eighty-fourth Congress, is that the Congress will continue to 
exercise its constitutional powers to encourage the compre- 
hensive conservation, development, and utilization of the 
land and water resources of the Nation, and that reports to 
the Congress in support of authorization of such projects 
should (a) include evaluations made in accordance with 
criteria prescribed by the Congress, and (b) fully disclose 
the feellty of studies and analyses of the potential utiliza- 
tions, costs, allocations, payout, and benefits, both direct 
and indirect; and 

Whereas pursuant to said S. Res. 281, the Committee on 
Interior and Insular Affairs and the Committee on Public 
Works jointly have reported to the Senate that, in order to 
evaluate projects proposed for authorization, certain infor- 
mation is needed in addition to that regularly submitted by 
the executive branch in support of proposed projects, such 
information being related to selection of plans of develop- 
ment, costs, benefits, reimbursements or contributions re- 
quired of local interests; and 

Whereas such information is needed also for consideration 
by the Senate in connection with legislation to establish 
policies and criteria regarding allocations of project costs, 
and for evaluations of project benefits, which policies and 
criteria the Comptroller General of the United States, the 
Bureau of the Budget, and the Secretary of the Army have 
recommended should be established by the Congress; and 

Whereas the program for conservation, development, and 
utilization of the land and water resources of the Nation is 
impaired by delay in the delivery to the Congress of reports 
on projects proposed for authorization and for clearance 

ursuant to the provisions of the Watershed Protection and 
lood Prevention Act (68 Stat. 666, as amended): Now, 
therefore, be it 

Resolved, That it is the sense of the Senate that pro- 
cedures for evaluation of land and water resource projects 
should be improved, and that the agencies of the executive 
branch of the Government responsible for tbe preparation 
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of reports relative to the authorization of land and water 
resource projects be, and are hereby, requested to furnish, 
in connection with such reports, the following information 
in addition to the data now presented in support of project 
authorizations: 

Information relative to alternative plans for the water 
resource projects that may reasonably be considered physi- 
cally feasible of construction consistently with the advice of 
the Department of the Army, or the Department of the 
Interior, or the Department of Agriculture, including enough 
of the information enumerated in subparagraphs (1) to (10) 
inclusive to show why each alternative was dropped in favor 
of the recommended plan. With respect to the project 
recommended for authorization, the information should in- 
clude, but not be limited to— 

(1) Complete description of project including an estimate 
of the economic life of the major project facility. 

(2) Estimated costs of construction, operation, mainte- 
nance, and replacement, together with a plain and succinct 
nt of the basis upon which all such estimates are 
made. 

(3) Benefit-cost ratios calculated by using total tangible 
benefits and total tangible costs for 100 years, and for 50 
years, except where the economic life of the major project 
facility is less. 

(4) Description and, to the extent possible, computation 
or other evaluation of indirect and intangible net benefits 
including but not limited to (a) protection of life and prop- 
erty; (b) improvement of transportation; (c) conservation 
of water, soil, and forest resources; (d) wildlife conservation; 
(e) recreation; (f) abatement of pollution, including salinity; 
(g) control of sedimentation; (h) maintenance and enhance- 
ment of the agricultural, commercial, and industrial economy 
of the area affected. 

(5) Physical feasibility and costs of providing capacity in 
the project works for current needs and future uses that may 
reasonably be anticipated to develop during the useful life 
of such project works. 

(6) Allocations of costs, to be calculated (a) by at least 
three methods, namely, the separable costs-remaining bene- 
fits method, the priority of use method, and the incremental 
cost method; aut (b) on at least two time periods for amor- 
tization, namely, fifty years or the useful life of the facilities 
whichever is the lesser, and one hundred years or the usefu 
life of the facilities, whichever is the lesser. 

(7) Description of the extent to which the Federal, State, 
and local governmental agencies, and nongovernmental enti- 
ties have evidenced interest in participating in the construc- 
tion or operation and maintenance of the potential project, 
or in obtaining its benefits, including, in the case of electric 
energy, information relative to the preference status of gov- 
ernmental agencies, municipalities, and cooperatives; and 
the manner in which ié is proposed to accomplish coordina- 
tion and cooperation, and the estimated Federal costs of such 
participation. 
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(8) Estimated schedules of repayments of reimbursable costs 
that would be within the estimated financial resources of the 
potential use area, such schedules to show also the deferred 
repayment of the portion of the costs allocated to uses that 
may be anticipated to develop in the future. 

(9) Probable effects of the potential project on State and 
local governments, including, but not limited to (a) the costs 
of local government services; and (b) the enhancement or 
reduction of tax revenues, together with the amount of po- 
tential tax revenue that would be foregone by Federal 
development in lieu of non-Federal development of the 
project. The estimated amounts of tax revenue enhance- 
ment and tax revenue foregone as a result of the project 
should be shown in calculations of project benefits and costs. 

(10) In support of proposed increases in the authorizations 
of appropriations for continuation of the construction of 
basinwide projects, proposed schedules of investigations and 
construction should be supplied, including descriptions of the 
units to be undertaken, and deviations in schedules of con- 
struction supplied in support of prior authorizations. 

Sec. 2. That reports on surveys and investigations or pro- 
ject reports relative to the authorization of land and water 
resource projects should be delivered to the Congress not later 
than six calendar months after the date on which such re- 
asbe are circulated to the Federal agencies and to the affected 

tates pursuant to section 1 of the Act of December 22, 1944 
(58 Stat. 887). The agencies of the executive branch respon- 
sible for preparation of such project reports be, and are 
hereby, requested to deliver to the Congress such reports 
not later than six months after they have been submitted for 
comments to the governors of the affected States. 

Sec. 3. That reports on projects recommended for con- 
struction by the Secretary of Agriculture pursuant to the 
Watershed Protection and Flood Prevention Act (68 Stat. 
666), as amended, should be transmitted to the Congress 
not later than three calendar months after their approval by 
said Secretary of Agriculture, and the officials of the execu- 
tive branch responsible for such transmittal pursuant to 
said Act be, and are hereby, requested to so deliver such re- 

orts not later than three months after their approval by said 
Secretary of Agriculture. 

Sec. 4. That authorizations of multiple-purpose water 
resource projects should (1) specify the method by which the 
allocation of costs shall be determined, the period of time 
allowable for repayment of the power investment, and the 
formula for determining the rate of interest on it that is to be 
returned; and (2) require that prior to the time that any 
major facility of such Rr 9 project is placed in 
operation the construction agency shall report the allocation 
of costs in accordance with the criteria of section 1 of this 
resolution together with its recommendations and the com- 
ments of the power marketing agency if that be other than 
the construction agency. 
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Src. 5. That the Committee on Interior and Insular Affairs 
and the Committee on Public Works be, and they hereby are, 
directed to continue the study instituted pursuant to S. Res. 
281, Eighty-fourth Congress, and to recommend to the 
Senate as early as practicable in the second session of the 
Eighty-fifth Congress such further measures as may be appro- 
priate to provide for full and effective conservation, develop- 
ment, and utilization of the Nation’s land and water 
resources, 

PURPOSE OF THE RESOLUTION 


The resolution has three principal purposes. These are: 

(a) To improve procedures relative to authorization of land and 
water resource projects by securing full information on project costs, 
their allocation, and benefits both direct and indirect, as the basis for 
evaluation. 

(b) To expedite delivery to the Congress of reports on projects 
recommended for authorization, and reports on projects for construc- 
tion pursuant to the Watershed Protection and Flood Prevention Act 
(68 Stat. 666, as amended). 

(c) To improve procedures for authorization of multiple-purpose 
projects by including in the legislation authorizing such projects 
specification of the allocations. 

Continued Congressional direction of the land and water resource 
program is now an urgent requirement. There is a tendency for. the 
Congress to lose, in part, its responsibility for determining the pro- 
gram. This tendency develops in the absence of explicit congressional 
statement of its requirements. Under those circumstances, executive 
definition and limitation of the program have restricted the proposed 
projects that are before the Congress for authorization. 

In the 84th Congress, the Senate took note of this situation and 
adopted Senate Resolution 281. That resolution is a first step to 
counteract the potential loss of congressional control. Senate Resolu- 
tion 281, 84th Congress, called on the Committee on Interior and 
Insular Affairs and the Committee on Public Works jointly to recom- 
mend policies and criteria for the authorization of land and water 
resource projects. 

Senate Resolution 148 is in response to that direction of the 84th 
Congress. It specifies the basis on which the benefits of proposed 
projects can be evaluated, and on which fair and equitable allocations 
of costs can be made. This will provide full information regarding 
ao projects, and it will enable the Congress to specify the terms 
and conditions particularly with respect to repayments and local 
contribution. It will provide the basis for fixing rates for sale of 
electric power mented at Federal projects. 

Heretofore, full information on these important matters has not 
been available to the Congress. As a result, project authorizations 
have sometimes left the way open for executive action at variance 
with congressional intent. This situation will be significantly im- 
proved by availability of the information outlined in Senate Resolu- 
tion 148, as amended. 
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8 CONSERVATION OF LAND AND WATER RESOURCES 


EFFECT OF THE RESOLUTION 


The procedures provided by Senate Resolution 148, as amended, 
for authorization of multiple-purpose projects and for clearance of 
watershed protection and flood-prevention projects will materially 
improve the means available to the standing legislative committees 
of the Senate for selecting meritorious projects, and for recommending 
authorizing legislation that will achieve the purposes intended by the 
Congress. These procedures will expedite the program of land and 
water resources projects. 

The improvements provided by the resolution relate to procedures 
of the Senate. They do not impinge on the responsibilities of the 
executive branch. 


INFORMATION REQUESTED—SECTION 1 


This section specifies the information that is desired as a basis for 
consideration of projects proposed for authorization. Regarding such 
information, the Bureau of the Budget has advised as follows: 


We wish to reaffirm the position expressed in our letter of 
November 23, 1956, on that measure to the chairman of the 
Committee on Interior and Insular Affairs that ‘the Con- 
gress, which has the responsibility for making the final 
decision as to whether or not a project should be authorized, 
should have all the information necessary to reach a sound 
conclusion.” Much of the information which would be 
solicited by the resolution is, of course, now available in 
project reports submitted to the Congress. However, it 
appears to us that the additional information called for by 
the resolution could provide a useful supplement to that 
presented under present procedures. 


Included in the factual information concerning proposed projects 
is a description and evaluation of indirect and intangible net benefits. 
Net benefits are specified in order to secure evaluation of both the 
positive benefits—such as increase in trade and community develop- 
ment—and also negative effects—such as loss of land for reservoir 
sites. Regarding information on indirect and intangible benefits, the 
Bureau of the Budget advised: 


It is our view that project reports in support of authoriza- 
tion of water resources projects should be required to show 
a comparison of benefits and costs, and that, as a general 
pa the identifiable benefits, estimated on a sound 

asis, should exceed the costs of the project. This general 
principle should apply to all types of water-resources proj- 
ects. However, current evaluation concepts place too 
much emphasis upon the benefit-cost ratio as a basis for 
project justification, to the exclusion of other equally im- 
portant considerations involving broad social values. Con- 
sequently, we believe that evaluation policies and procedures 
should be devised to insure that all factors relating to the 
evaluation of a project are fully disclosed, thereby providing 
a sound basis for congressional exercise of the judgment 
which is necessary in the selection of these public under- 
takings. 
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DELIVERY OF REPORTS TO THE CONGRESS-—-SECTIONS 8 AND 4 


The need for expediting delivery of repos on watershed protection 
projects was evidenced in testimony in the joint hearing of August 15, 
1957. Urgently needed projects for which construction funds have 
been appropriated by the Congress are being delayed by a disagree- 
ment among the agencies of the executive branch, although the matter 
in disagreement is clearly a policy question that can be resolved only 
by the Congress. Had the reports been transmitted to the Congress 
as provided by law, the questions could have been resolved long ago. 
In spite of the clear expression of the basic legislation, the projects 
have been withheld from the Congress, thus defeating the purpose of 
appropriations made by the Congress. 

In connection with expediting delivery to the Congress of reports on 
projects proposed for authorization, the Bureau of the Budget advised: 


Section 2 proposes that project reports be delivered to the 
Congress not later than 6 months after they have been sub- 
mitted to the governors of the affected. States. Present 
procedures are designed to foster prompt and orderly project. 
formulation and submission. It should be recognized, how- 
ever, that it is often necessary to revise or modify reports on 
the basis of interagency review and/or the comments of the 
affected States. Under these circumstances, it is not always 
possible to submit coordinated reports to the Congress within 
the time limit proposed. 


Water conservation, flood control, navigation improvement, and 
hydroelectric power developments are urgently needed in many’ sec- 
tions of the Nation. A procession of catastrophes and critical emer- 
gencies during recent years call for vigorous preventive and remedial 

rograms. In many cases, however, the Congress has been blocked 
ions considering the authorization of such needed programs by ex- 
cessive delay in receiving project reports. 

Senate Resolution 148 seeks the cooperation of the executive branch 


in reducing unnecessary delays. In particular, the executive branch 


is requested to forward project reports to the Congress within, at least 
6 months after such reports have been sent to the affected States and 
Federal agencies. This procedure would allow the full 3 months for 
review by the affected interests, as provided by law. It would allow 
an additional 3 months to the executive branch to consider any com- 
ments from affected interests. By this means, significant improve- 
ment could be made in the work of the standing legislative committees 
of the Senate that are responsible for recommendations on land and 
water resource projects proposed for authorization. 

Reports on watershed protection projects should be transmitted to 
the Congress within not to exceed 3 months after their approval by 
the Secretary of Agriculture. More extended delay would be in viola- 
tion of the intent of Public Law 566, 83d Congress. 


ALLOCATION OF COSTS—SECTION 4 


The allocation of project costs to the various functions of multiple- 
purpose projects may have significant effects on the character of 
projects and particularly on the nature of the services rendered, It 


23004°—58 8. Rept., 85-1, vol. 4———53 
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10 CONSERVATION OF LAND AND WATER RESOURCES 


has been shown that widely different effects may result from use of 
equally valid methods of calculating the allocation of costs amo 
the different project functions. In order to assure that projects wi 
operate for the purposes for which they were authorized, the Congress 
should control cost allocations. 

The Comptroller General of the United States has advised as follows 
with respect to allocations of the costs of multiple-purpose projects: 


In consideration of these matters and the desire of the 
committee to exercise legislative control over cost allocations 
by provision in authorizing legislation, we reeommend— 

1. That the authorization of water-resource projects 
under section 3 should specify, in addition to the matter of 
allocating costs, the period allowable for repayment of com- 
mercial power investment, the degree of assistance by power 
to water users in repayment of irrigation investment, and 
the rate of interest on interest-bearing investment. 

2. That a provision be added to the resolution requiring 
the construction agency to report the allocation of project 
cost in accordance with the criteria provided in section 1 of 
Senate Resolution 148, including that agency’s recommenda- 
tions. Where the construction agency and the power 
marketing agency are not identical, the comments of the 
pare marketing agency regarding allocation methods, 

enefits, and costs would be included as a part of the same 
pepe Authorizing legislation could then control the cost 
allocation by reference to appropriate sections of the report 
and any differences between the agencies in applying the 
same allocation method would be resolved, 

We feel that with the adoption of the suggestions contained 
herein the resolution, if approved, would provide significant 
assistance in fulfilling the purposes set forth in section 4 of 
Senate Resolution 281, 84th Congress. 


These suggestions of the Comptroller General are the basis of the 
amendments constituting the new section 4 of the resolution. It is 
the intention of the committees that the legislation authorizing mul- 
tiple-purpose projects should specify the allocations of costs in detail 
sufficient to assure conformance with the determinations of the Con- 

ess, particularly with respect to the apportionment of reimbursa- 

ility among the several project functions. In order, however, to 
avoid burdening authorizing legislation with unnecessary details, it is 
the expectation of the committees that wherever the allocations rec- 
ommended in the project reports are approved, the authorizing legis- 
lation need provide no more than that the allocations of costs shall be 
substantially in conformity with such project report. 


CONTINUED STUDY BY THE COMMITTEES—SECTION 65 


Improvements in addition to those provided in Senate Resolution 
148 are needed in order to give effective congressional direction of 
the land and water resources program. 

Senate Resolution 148, with the amendments recommended by the 
committees, is a substantial start on the purposes sought by Senate 
Resolution 281, 84th Congress. For that reason, the committees 
recommend agreement to it at this time. This will permit progress 
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in establishing a considerable number of improvements, particularly 
in evaluation of proposed projects. 
Certain equally important aspects of the land and water resources 
rograms present complex problems requiring congressional resolution. 
ecause of their complicated character and the variety of interests 
affected, the committees have not yet developed definite recommenda- 
tions. 
In order to fulfill the purposes sought by Senate Resolution 281, 
84th Congress, the committees recommend that the Senate direct 
them to continue the present study with a view to developing definite 
recommendations on these and related problems as early as practicable 
in the 2d session of the 85th Congress. 


CONSULTATION WITH THE EXECUTIVE BRANCH, STATE, AND LOCAL 
INTERESTS 


Other committees of the Congress, the Comptroller General of the 
United States, the Federal Power Commission, the Bureau of the 
Budget, and the Departments of the Army, Agriculture, and Interior 
have participated in developing Senate Resolution 148, as. amended. 
State officials and representatives of local governmental agencies and 
non-Government organizations also have participated, Fhis consul- 
tation has been through a series of written comments, roundtable 
conferences, and a pu Tie hearing. 

There has been unanimity in recognizing the constitutional responsi- 
bility of the Congress to direct land and water resources programs. 
Many of the suggestions made in this consultation are incorporated 
in the resolution and the amendments recommended by the commit- 
tees. The ready response to the invitation.to collaborate in. this 
burdensome task reaffirms the importance of this matter, particularly 
to the non-Federal interests affected. 

Report of the Comptroller General is as follows: 


CompTROLLER GENERAL OF THE UNrtTEp Stars, 
Washington, July 8, 1967. 
B-132321 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 

Dear Mr. Cuatrman: Letter dated June 20, 1957, signed jointly 
by you and Senator Chavez, chairman, Committee on- Public Works, 
United States Senate, enclosed copies of Senate Resolution 148, 85th 
Congress, providing improved procedures for evaluation of land and 
water resource projects. You requested our views on the adequacy 
of the information that would be solicited) particularly in fulfilling 
the purposes stated in section 4 of Senate Resolution 281, 84th Con- 
gress. 

Section 1 directs that reports to the Congress in support of project 
authorizations should include certain evaluations made in accordance 
with criteria prescribed by the Congress and should disclose potential 
utilizations, costs, allocations, payout, and benefits, both direct and 
indirect. The information called for by. this section is relatively 
fundamental and is presented to some extent under existing report 


eeeoneren: We have no comment on the informational requirements 
of section 1, 
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Section 2 provides for the delivery of reports on surveys and investi. 
gations or project reports relative to authorizations of land and re. 
source projects, to the Congress, by the agency responsible for the 
preparation thereof, within 6 months after such reports are circulated 
to interested Federal agencies and affected States under section 1 of 
the act of December 22, 1944 (58 Stat. 887). We have no comments 
with respect thereto except to note for your attention the statute at 
large citation given in the proposed resolution for the act of December 
22, 1944, was showm as volume 59, Statutes, page 887 instead of vol- 
ume 58, Statutes, page 887. 

Section 3 provides that authorizations of water resource projects 
should specify the method by which the allocation of costs shall be 
determined. Inasmuch as legislative control over method of cost 
allocation loses much of its:meaning without an equal degree of con- 
trol over repayment periods, provisions for interest, assistance by 
power in repayment of irrigation and certain other matters, some 
revision of section 3 may be desirable. 

The primary reason for an allocation of project costs is to determine 
the amounts reimbursable from beneficiaries. In the case of power, 
which is now a major purpose of many projects, the allocation of cost 
is a basic facor in establishing power rate levels. However, there are 
other factors involved in setting power rate levels which are equally 
basic. The most vital of these other factors is the period of years 
allowed for repayment of the power investment. By analogy it can 
be readily seen that a power-rate level based on repayment of $100 
million over 50 years would differ from a rate level based on repayment 
of $100 million over 100 years. 

Assistance to irrigation is an important influence on rates for sale of 
ower produced by some projects. The Columbia Basin _ project 
urnishes a good example of the interrelationship among cost allocation, 

irrigation assistance, and power rates. Project cost is estimated to 
reach $753,362,000 and the allocation and repayment of this cost is 
planned as follows:.! 

















Tentative Probable repayment— 
cost alloca- el eatitiiinementill 
tion 
Amount By— 
$89, 265,000 | Water users, 
Enrigation . ....-------o-eeon-n--er---nesernenvennenennnnnnn= $550, 287, 330 |{ $77; 90’ 330 | Power. 
TI RU ii ntact dhugepnnnindnp ood emsitiinniitesaiin 192, 761, 230 | 192, 761, 230 Do, 
I ik eemaeenenie 1, 313, 440 0 
ih tcieridincthinibhdnintinegtonmmmenninasell 753, 362,000 | 752, 048, 560 


A study of the above table discloses that only a negligible fraction of 
the costs are nonreimbursable, that the largest part of project costs is 
allocated to irrigation ($559,287,330), and that by far the labread part 
of all reimbursable cost is repaid by power revenues ($470,022,330 in 
irrigation cost and $192,761,230 in commercial power cost). The 
repayment of irrigation cost by water users ($89,265,000) is based on 
a determination of their repayment ability, the balance being assign 

to power. From this it can be seen that the cost allocation would 
have no direct effect on the power rate level in view of the fact that 
power is required to pay about 88 percent of the reimbursable cost 


1 Average rate and repayment studies for power systems on Bureau of Reclamation projects, January 19563 
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regardless of the division between irrigation and commercial power.” 
To provide the necessary assistance to irrigation within the overall 
roject payout period, it is necessary that returns from power be ata 
evel which will repay the investment allocated to commercial power 
in the comparatively short period of 33 years. 

Interest is also a significant factor in determining power rate levels. 
For example, interest on the unamortized commercial power invest- 
ment for the Columbia Basin project, computed at a rate of 3 percent 
during the operating period, will amount to about $83 million over 
the 33 years needed to repay interest-bearing commercial power 
investment. 

Assuming that the method of cost allocation, the repayment 
periods, the assistance to irrigation, and the interest rate were spelled 
out, one obstacle to legislative control would still remain. The re- 
maining obstacle is that use of the same method of cost allocation 
by two different agencies will not always lead to the same: result, 
because there may be differences of opinion in the determination of 
the benefits and costs in applying the method. A letter from the 
Administrative Assistant Secretary of the Interior to the Associate 
Director of the Civil Accounting and Auditing Division, dated July 
26, 1956, relating to the General Accounting Office report on the 
Southeastern Power Administration for fiscal year 1955 commented 
on this matter: 

“The general policies and methods to be applied in making the 
allocation of construction costs are covered in the agreement of March 
2, 1954, between the Department of the Interior, Federal Power 
Commission, and the Corps of Engineers. This applies to the cost 
allocation per se. Policies and criteria related to the determination 
of the benefits and the costs to be used in making the allocations 
differ considerably among the agencies. These differences are based 
upon different approaches and separate problems and they include 
but are not limited to such considerations as the questions of project 
benefits, including the appraisal of the available project: dependable 
capacity, the evaluation of nondependable capacity, basis for the 
determination of downstream power benefits, and the problems re- 
lated to the determination of the annual capital costs from a consider- 
ation of interest during construction on alternative single-purpose 
projects and the similar costs related to the several purposes in a 
multipurpose development.” 

We bring particular attention to the differences that can arise 
between two agencies, even when the allocation method is agreed 
upon, in view of a statement in the Supplemental Memorandum of 
the Chairman to Members of the Senate Committee on Interior and 
Insular Affairs, and Public Works in connection with Senate Resolu- 
tion 281 of the 84th Congress (p. 10): 

“A related aspect of the problem that also is pointed out by the 
Comptroller General is the disparity that sometimes results from 
allocations of costs of a multiple-purpose project that are made 
according to one method by the Corps of Engineers that constructs 
the project, and the allocation of costs of the same project that are 
made according to a different method by the Department of the 
Interior agencies that market the power generated at the project. It 
is believed that this problem will be largely resolved by congressional 


? There would be an indirect effect of allocating additional cost to interest-bearing commercial power 8 
opposed to non-interest-bearing irrigation. 
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specification of the method of cost allocation. On that basis, there 
should be no significant variation in the actual allocation, regardless 
of which agency performs the computations. Furthermore, change 
in the method of allocating costs of any project could be made only 
with congressional approval.” 

In consideration of these matters and the desire of the committee 
to exercise legislative control over cost allocations by provision in 
authorizing legislation, we recommend: 

1. That the authorization of water resource projects under 
section 3 should specify, in addition to the matter of allocating 
costs, the period allowable for repayment of commercial power 
investment, the degree of assistance by power to water users in 
repayment of irrigation investment, and the rate of interest on 
interest-bearing investment. 

2. That a provision be added to the resolution requiring the 
construction agency to report the allocations of project cost in 
accordance with the criteria provided in section 1 of Senate 
Resolution 148, including that agency’s recommendations. Where 
the construction agency and the power marketing agency are not 
identical, the comments of the power marketing agency regarding 
allocation methods, benefits, and costs would be included as a part 
of the same report. Authorizing legislation could then control the 
cost allocation by reference to appropriate sections of the report 
and any differences between the agencies in applying the same 
allocation method would be resolved. 

We feel that with the adoption of the suggestions contained herein 
the resolution, if approved, would provide significant assistance in 
fulfilling the purposes set forth in section 4 of Senate Resolution 281, 
84th Congress. 

The report is submitted with 40 copies as requested. A similar 
report is being sent today to the chairman, Committee on Public 
Works, United States Senate. 

Sincerely yours, 

JosepH CAMPBELL, 
Comptroller General of the United States. 


Report of the Federal Power Commission is as follows: 


FrepERAL Powrer ComMmISssION, 
July 12, 1957. 


COMMENTS ON SENATE RESOLUTION 148, 85TH CONGRESS, A SENATE 
RESOLUTION TO PRESCRIBE PROCEDURES AND CONTENTS FOR REPORTS 
TO THE SENATE BY EXECUTIVE AGENCIES WITH RESPECT TO PROPOSED 
PROJECTS FOR CONSERVATION AND DEVELOPMENT OF LAND AND 
WATER RESOURCES 


This report is submitted in response to the June 20, 1957, joint re- 
quest of the chairmen of the Senate Interior and Insular Affairs and 
Public Works Committees for the views of the Federal Power Com- 
mission on the adequacy of the information that would be solicited 
pursuant to Senate Resolution 148. 

Pursuant to Senate Resolution 281, 84th Congress, the Senate 
Interior and Insular Affairs and Public Works Committees, in con- 
sultation with the various departments and agencies, undertook @ 
joint study with a view to designing and formalizing standards and 
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criteria for Federal water-resource project evaluation. In commentin 
on Senate Resolution 281 at the committees’ request, the Fede 
Power Commission stated in considerable detail its views and sugges- 
tions with respect to benefit-cost analysis, cost allocation, repayment, 
and related problems pertaining to its functions in connection with 
the planning and development of proposed Federal projects. The 
Commission again subscribes to the views expressed in its November 
14, 1956, report on Senate Resolution 281, and accordingly believes 
that those views should be followed in setting up procedures for the 
guidance of agencies in making reports to Congress in support of 
project authorizations. 

As pointed out in Committee Print No. 4, 85th Congress, relative 
to Senate Resolution 281 of the 84th Congress, project proposals and 
the supporting justifications that now are submitted for the considera- 
tion of the Congress are prepared by the agencies of the executive 
branch in accordance with the standards established in the Bureau of 
the Budget Circular A-47. In addition, such proposals and the 
supporting justifications are submitted in general accordance with the 
interagency studies undertaken in connection with the 1950 report of 
the Subcommittee on Benefits and Costs of the Federal Interagency 
River Basin Committee on Proposed Practices for Economic Analysis 
of River Basin Projects, and the agreement of March 12, 1954, adopted 
by the Departments of the Army and the Interior and the Federal 
Power Commission with respect to evaluation, cost allocations, and 
related matters. Senate Resolution 148 calls for certain information 
to supplement that now being presented in support of project author- 
izations. 

Although the Commission has no direct statutory responsibility for 
reports by other agencies to Congress in support of requests for author- 
ization of Federal projects, it does have statutory responsibilities with 
respect to recommending the installation of power penstocks at dams 
authorized for construction by the Department of the Army and, for 
certain Federal projects, it has the responsibility for the allocation of 
costs and the approval of rates for the sale of power. 'The Commission 
also serves in an advisory capacity with respect to the power phases of 
projects of the Federal construction agencies. Hence, the Commission 
is directly concerned with any measures leading to the formulation of 
standards and criteria to be utilized in support of requests for author- 
ization of projects and it believes that uniform clandagde and criteria 
should be followed when considering all aspects of a project, from the 
preauthorization stage through payout. 

Section 1, item (5), provides that allocations of costs shall be made 
(a) on at least 3 methods, namely, the separable costs-remaining bene- 
fits method, the priority-of-use method, and the incremental-cost 
method; and (6) on at least 2 time periods for amortization, namely, 
50 years or the useful life of the facilities, whichever is the lesser, and 
100 years or the useful life of the facilities, whichever is the lesser. 
To facilitate agency compliance and eliminate possible confusion and 
misunderstanding with respect to cost-allocation data required to be 
submitted upon the basis of at least the 3 named methods, it is sug- 
gested that the resolution be amended to define those 3 methods as 
well as the “alternative justifiable expenditure” and “use of facilities” 
methods which are discussed and defined in the agency agreement of 
March 12, 1954, mentioned above, Under that agreement the latter 
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two methods of allocation are acceptable under certain conditions, 
notwithstanding the fact that the separable costs-remaining benefitg 
method is regarded as preferable for general application. Both should 
be included in item (5). 

Section 3 of Senate Resolution 148 provides that authorizations of 
water-resource projects should specify the method by which the 
allocation of costs shall be determined. Although it may be desirable 
to compare the results of the several methods of cost allocations so as 
to check their reasonableness, the Commission believes that Congress, 
at the earliest practicable date, should select one method, preferably 
the separable costs-remaining benefits method, for general application 
in order to assure uniformity and more efficient and coordinated 
administration among the several agencies. 

It is assumed that the requirement in section 1, item (5) (a), of the 
resolution that data be submitted is not intended to change the existin 
agency practice of including in the reports for the information 
Congress specific recommendations as to which method of allocation 
is appropriate and the reasons therefor. In addition it is assumed that 
the agencies will be expected to continue making recommendations 
on the other phases of project evaluation as they have done in the past. 
However, it is suggested that Senate Resolution 148 might be amended 
to clarify this matter of agency recommendations. 

Section 1 (5) (b) as stated above would require computation of 
amortization both upon the basis of 50 and 100 years or, in the alterna- 
tive, upon “the useful life of the facilities” if less than 50 or 100 years, 
respectively. The presumed rationale of equating service life of such 
facilities to the amortization period which may properly be used for 
repayment purposes in project evaluation has been discussed and 

uestioned previously by the Commission and other agencies. Service 
life is significant for public-utility ratemaking purposes in ascertaining 
the annual depreciation charge in the cost of service and for accounting 
oe in setting up the appropriate reserve accounts which havea 

earing upon the rate base. The payout period for purposes of Federal 

roject evaluation, however, is not an invariable measure of, nor does 
it normally have any necessary relationship to, service life. On the 
contrary, it is usually determined by the prevailing fiscal policy of 
the Government and the weighing of other considerations of public 
interest. In this regard the Commission has generally favored a 
maximum amortization period of 50 years for the analysis of costs of 
multiple-purpose projects involving power. There are many impor- 
tant factors in the legislative and administrative background of 
hydroelectric projects which influenced the Commission in selecting 
50 years as the maximum period for amortizing the capital investment 
allocated to power at Federal projects. One important factor was 
the opinion of Congress as indicated from the requirements set forth 
in legislation authorizing Federal projects involving power. One 
example is the Boulder Canyon Project Act, enacted in 1928 (45 
Stat. 1057), which required that the power-development investment 
be amortized in a period of 50 years. In the Tennessee Valley Author- 
ity Act of 1933, wherein it was declared to be the policy to make 
the power projects self-supporting and self-liquidating, Congress in 
authorizing the issuance of cane to pay for the construction of the 
power projects specified that such bonds shall have a maturity of not 
more than 50 years. Another indication from Congress was in the 
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enactment of the Federal Water Power Act in 1920, which in 1935 
became part I of the Federal Power Act. In authorizing the Com- 
mission to issue licenses for the construction and operation of hydro- 
electric projects, Congress provided that the license shall be issued 
for a period not exceeding 50 years. The legislative history of this 
provision suggests that 50 years is the maximum time during which 
in the public interest, power sites should be licensed for non-Federal 
development and yet afford an adequate degree of incentive and 
financial security to non-Federal developers (see article, ‘“The Lon 

Struggle for Effective Federal Water Power Legislation” by Giffo 

Pinchot, 14 George Washington Law Review 9). For these reasons 
the Commission suggests that consideration be given to amending 
section 1 (5) (b) by deleting the references to useful life of facilities, 

Section 1, item (6), of the resolution calls for a description of the 
extent to which the Federal, State, and local governmental agencies 
and nongovernmental entities have evidenced interest in participatin 
in the construction or operation and maintenance of the potenti 
project, or in obtaining its benefits, including, in the case of electric 
energy, information relative to the preference status of governmental 
agencies, municipalities, and cooperatives; and the manner in which it 
is proposed to accomplish coordination and cooperation, and the 
estimated Federal costs of such participation. The Commission has, 
on several occasions, expressed the opinion that non-Federal interests 
(including governmental and nongovernmental entities) should be 
offered the opportunity of developing the power phases of Federal 
projects, with the management of the dams to remain in the Federal 
Government. It would seem to be desirable for the resolution to 
require that the Federal agency reports show to what extent arrange- 
ments can be made for non-Federal participation in projects and 

rograms, including the development of the power phases under 
icense to non-Federal interests, public or private. The Commission 
believes that a hydroelectric project, whether constructed by the 
Federal Government or by non-Federal interests, should be inter- 
connected with the existing sources of supply in the region in which 
it is located and operated in coordination with such facilities. Oper- 
ation on such a basis will provide the greatest overall benefits in 
terms of system power economies in the region and in terms of the 
conservation of resources. The sale of power to preference customers 
to the extent that they may be a part of the potential market of the 
power is however only one of the factors which should be considered 
im connection with studies to determine the amount of generating 
capacity to be installed in a project. 

Section 1, item (8), provides that the estimated amounts of tax 
revenue enhancement and tax revenue foregone as a result of the 
= gh should be shown in calculations of project benefits and costs. 

he estimated amounts of tax revenue enhancement should not, in 
the Commission’s opinion, be included in the calculation of project 
benefits. Usually, beneficial effects of a project should be assigned 
monetary values by applying market prices, or costs of production 
by alternative means. The annual value of power, i. e., power 
benefits, as used by the Commission for determining the economic 
feasibility of a project is based upon the cost of obtaining equivalent 
power from some alternative equally dependable source, usually a 
modern steam-electric plant, giving due consideration to differences 
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in transmission losses and transmission costs. In such cases estimates 
of taxes, other than those included in the alternative project costs, 
that might be paid in an area because of a project would constitute an 
indirect effect and should not be included in calculating the ratio of 
direct tangible benefits to costs. It is the Commission’s view that 
“taxes foregone” properly constitute an economic cost which should 
be considered in making an economic analysis of a particular proposed 
Federal hydroelectric development. 

As mentioned previously, section 3 of the resolution contemplates 
that the Congress in authorizing particular water-resource projects 
shall specify “the method by which the allocation of costs shall be 
determined.” The Commission agrees that this should be done if 
effective legislative control of project purposes and objectives is to 
be maintained. Equally important, however, are the rate of interest 
and the payout period which are to govern in the authorization of 
particular projects. The Commission accordingly recommends that 
this section be amended to provide that the rate of interest or the 
formula for computing such rate, and the payout period, as well as 
the method of cost allocation, be specified by Congress in project 
authorizations. 

At the present time the Bureau of the Budget furnishes, from time 
to time, as required, the interest rate to be used for Federal invest- 
ment in hydroelectric projects, determined in accordance with section 
15 of their Circular No. A-47, dated December 31, 1952, on the basis 
of rates on outstanding long-term Government bonds. The rate for 
current use furnished by the Bureau is 2.5 percent for projects having 
a useful economic life of 15 years or more, reflecting a historical rate 
rather than the current rate or yield. Thus, the interest rate of 2.5 
percent currently being used in connection with the Federal invest- 
ment in hydroelectric projects does not reflect the increase in the cost 
to the Federal Government of borrowing money during the past few 
years. Accordingly, the Commission believes that it would be appro- 
priate to fix the interest rate on the Federal investment on the basis 
of the long-term borrowing rate of the Federal Government at the 
time the investment is incurred. As an alternative for determining 
that interest rate during years in which no long-term bonds were 
issued, the rate could be determined with reasonable accuracy on the 
basis of the rate of yield at that time on outstanding long-term Gov- 
ernment bonds. 

It is the Commission’s view that the information solicited by Sen- 
ate Resolution 148, if supplemented and modified along the lines dis- 
cussed above, would, when considered with other information that is 
customarily submitted by the agencies concerned, provide an ade- 
quate basis for considering whether to authorize a project for the con- 
servation and development of land and water resources as a Federal 
undertaking. 

FrperaL Power Commission, 
By Freperick Srusck, 
Acting Chairman, 
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The report of the Bureau of the Budget is as follows: 


Executive Orrick or THE PRESIDENT, 
BureAv OF THE BupGeEt, 
Washington, D. C., July 8, 1957. 
Hon. James E. Murray, 


Chairman, Committee on Interior and Insular Affairs. 


Hon. Dennis Cuavez, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 


My Dear Mr. CuarrMen: This is in reply to your letter of June 
20, 1957, requesting the views of the Bureau of the Budget with respect 
to the adequacy of the information that would be solicited pursuant 
to Senate Resolution 148. 

Senate Resolution 148 is designed to express the sense of the Senate 
with respect to the information and data desired by that body in con- 
nection with its consideration of recommendations for the authoriza- 
tion of water-resource projects. We recognize, of course, that this is 
a matter lying entirely within the discretion of the Senate, and the 
following comments are presented with this fact in mind and in 
response to your specific request. 

This Bureau did comment at some length in response to a request 
for comments and suggestions on Senate Resolution 281, 84th Con- 

ress. We wish to reaffirm the position expressed in our letter of 

ovember 23, 1956, on that measure to the chairman of the Com- 
mittee on Interior and Insular Affairs that ‘’The Congress, which has 
the responsibility for making the final decision as to whether or not 
a project should be authorized, should have all the information neces- 
sary to reach a sound conclusion.”’ Much of the information which 
would be solicited by the resolution is, of course, now available in 
project reports submitted to the Congress. However, it appears to 
us that the additional information called for by the resolution could 
provide a useful supplement to that presented under present pro- 
cedures. 

Since effective water-resource programs must be responsive to 
changes in national needs, we believe that the kind of information re- 
quested for the purpose of measuring the worth of such programs 
and their component parts should be subject to continuing review. 
Thus, experience may indicate the need to adjust or modify the type 
of information requested by the resolution in order to best serve the 
Senate in carrying out its responsibilities. 

The language of the resolution with respect to information on 
potential projects does not make clear whether or not it is desired that 
detailed information be prepared for each alternative involved in a 
project proposal. We assume that the degree of detail to be furnished 
with respect to such alternative proposals would be left to the judg- 
ment of the agency concerned, based on whether the particular 
alternative offers a reasonable and practical approach to securing 
the objectives of the project. 

Section 2 proposes that project reports be delivered to the Congress 
not later than 6 months after they have been submitted to the gover- 
nors of the affected States. Present procedures are designed to foster 
premaps and orderly project formulation and submission. It should 

e recognized, however, that it is often necessary to revise or modify 











20 CONSERVATION OF LAND AND WATER RESOURCES 


reports on the basis of interagency review and/or the comments of 
the affected States. Under these circumstances, it is not alwa 
possible to submit coordinated reports to the Congress within the 
time limit proposed. 

We appreciate this opportunity to comment on Senate Resolution 
148. 

Sincerely yours, 
Rosert E. Merriam, Assistant Director, 


The report of the Department of Agriculture is as follows: 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., July 17, 1957, 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 
Hon. Dennis Cuavez, 
Chairman, Committee on Public Works, 
United States Senate. 

Dear Senators: This is in reply to your joint letter of June 20, 
1957, requesting comments of this Department on the adequacy of the 
information that would be solicited pursuant to Senate Resolution 148, 

The Department of Agriculture expresses no views as to the ade- 

uacy or desirability of the proposed resolution because we interpret 
the resolution as not being intended to apply to water-resource projects 
which are initiated, planned, and carried out by local organizations 
with assistance from the Department of Agriculture in accordance with 
the provisions of specific legislation authorizing such a program and 
establishing policies and procedures for carrying it out. 

Following a preamble setting forth the objectives of the proposed 
resolution, section 1 provides that agencies of the Federal Govern- 
ment responsible for the preparation of reports relative to the 
authorization of land and water resource projects be requested to 
furnish specific information, in addition to the data now presented, 
in support of project authorizations. Section 2 provides that reports 
of surveys and investigations should be delivered to the Congress not 
later than 6 calendar months after the date on which such reports are 
circulated to the Federal agencies and to the affected States. Section3 
provides that the authorizations for water-resource projects should 
specify the method by which the allocation of costs shall be determined, 

The proposed Senate Resolution 148 appears to relate to project- 
type programs for land and water resource development and protection 
planned by agencies of the Federal Government and submitted to the 
Congress for authorization as Federal public works projects, to be 
constructed, operated, and maintained by Federal agencies. 

The Watershed Protection and Flood Prevention Act (Public Law 
566, 83d Cong., as amended), is the only legislation administered by 
the Department of Agriculture which provides for the formulation of 
new project-type programs for land and water resource protection 
and improvement. hat act provides for technical, financial, and 
credit assistance to local organizations for flood prevention and the 
conservation, development, utilization, and disposal of water in water- 
shed or subwatershed areas not exceeding 250,000 acres. The act 
places full responsibility for the initiation of these small watershed 
projects on local organizations. It requires State review and permits 
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State disapproval of any application for such assistance. Each project 
is a local undertaking with Federal help and not a Federal project 
with local participation. 

The act provides that local organizations must furnish land, ease- 
ments, and rights-of-way, secure water rights and contract for all 
works of improvement. They must provide assurance that they will 
assume the cost of maintaining and operating the project after com- 

letion. The Federal Government will bear the entire cost of engineer- 
ing services and construction allocated to flood prevention. For agri- 
cultural water management purposes the Federal Government may 
share in the cost of installing works of improvement to the extent 
that benefits accrue to other than direct identifiable beneficiaries. 
Local organizations must bear the entire cost of works of improve- 
ment that is allocated to nonagricultural purposes and must provide 

rofessional engineers to plan and Se installation of works of 
improvement for such purposes. Local organizations may secure loans 
from the Federal Government at its long-term borrowing rate up to 
$5 million on any single watershed project for any of the purposes 
authorized in the act. These loans are to be repaid over a period not 
exceeding 50 years from the time the principal benefits first become 
available to the beneficiaries. 

In carrying out its responsibilities under the act the Department pro- 
vides technical assistance to local organizations to determine what can 
be done on a watershed, the costs and the benefits. After the field 
studies are completed, the local organization prepares a work plan for 
the watershed with assistance from the Department of Agriculture and 
other Federal, State, and local agencies. Other than the requirement 
of the act that the work plan provide a technically sound basis for the 
prevention of land damage on at least 50 percent of the land above any 
floodwater-retarding structure, the Department of Agriculture cannot 
require that the local organization include in the proposed ject 
works of improvement for other purposes, as for example, additional 
storage capacity in a floodwater-retarding reservoir for anticipated 
future use, for which the local people would be required to assume part 
or all of the costs allocated to this purpose. Consequently, the deci- 
sion as to the inclusion of additional storage capacity aul be made 
by the local organization during the course of project formulation. 
The Department representatives fully inform iooalan anizations of all 
the water-management objectives that might be feasibly achieved in a 
watershed project. A technical evaluation of the feasibility of such 
improvements would not be made unless they were in accord with the 
needs, desires, and financial abilities of the local organizations. 

The act provides that the Secretary of Agriculture may approve 
watershed work plans and authorize ‘Federal technical and financial 
assistance provided the Federal contribution to the estimated con- 
struction cost does not exceed $250,000 and the plan does not contain 
any single reservoir having a total capacity of more than 2,500 acre- 
feet. As a prerequisite to the appropriation of funds for Federal 
assistance in any project where these limits are exceeded, the act 
further provides that the watershed work plan must be approved by 
resolutions of the appropriate committees of the Senate and House of 
Representatives. 

ublic Law 566, as amended, requires that, prior to assisting local 
organizations in the installation of works of improvement, the Secre- 
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tary must make a determination that the benefits exceed costs. The 
Department of Agriculture uses only primary monetary benefits in itg 
benefit-cost analyses. This information is included in the watershed 
work plans. 

The watershed work plans include a description of indirect and 
intangible benefits which will accrue as the result of the installation 
of works of improvement. Monetary evaluation of these types of 
benefits would be made whenever there is an adequate basis for doing 
so. 
To date, no generally agreed upon set of principles, criteria, and 
sound procedures have been developed to evaluate in monetary terms 
all types of secondary benefits. For this reason, the Department of 
Agriculture, in determining the economic feasibility of works of im- 
provement proposed by local organizations, uses only primary mone- 
tary benefits in the analyses of benefits and costs. Consideration is 
given, however, to secondary and intangible benefits in arriving at 
equitable cost-sharing arrangements and as additional factors in 
project justification. 

Under the provisions of Public Law 566, as amended, costs for 
purposes other than flood prevention must be assumed in whole or in 
part by local organizations. The act also provides that prior to 
submitting a watershed work plan to the appropriate committees of 
the Senate and House of Representatives, the Secretary of Agriculture 
must enter into an agreement with the local organizations. It is, 
therefore, necessary to allocate the costs of separate purposes in a 
multipurpose project before an equitable cost-sharing agreement may 
be entered into. The Department of Agriculture customarily uses 
the separable cost-remaining benefit method, or an acceptable modi- 
fication, for this determination of cost allocation. The allocation is 
described in the completed watershed work plan which serves as a 
basis of agreement between the local organization and the Secretary 
of Agriculture on the sharing of costs allocated to agricultural water 
management measures. 

Sincerely yours, 
Ear. L. Butz, Acting Secretary. 


Report of the Department of the Army is as follows: 


DEPARTMENT OF THE ARMy, 
Orrice oF THE CHIEF OF ENGINEERS, 
Washington, D. C., July 9, 1957, 

Hon. James. E. Murray, 

Chairman, Committee on Interior and Insular Affairs. 
Hon. Dennis CHAvVEz, 

Chairman, Committee on Public Works, 

United States Senate, Washington, D. C. 

Dear Srrs: This is in reply to your letter of June 20, 1957, to the 
Chief of Engineers transmitting copies of Senate Resolution 148 and 
requesting our views as to the adequacy of the information that would 
be solicited pursuant to Senate Resolution 148, particularly in fulfill- 
ing the purposes stated in section 4 of Senate Resolution 281, 84th 
Congress. 

Section 4 of Senate Resolution 281 provides as follows: 

“Src. 4. That reports to the Congress in support of requests for the 
authorization of projects for the conservation and development of 
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Jand and water resources should include evaluations made in accord- 
ance with criteria prescribed by the Congress, and that they should 
fully disclose the details and results of all studies and analyses of all 
potential utilizations, costs, allocations, payout, and benefits, both 
direct and indirect, made by all interested operating agencies.” 

This letter is confined to a consideration of technical matters. It 
does not represent the formal views of the Secretary of the Army on 
Senate Resolution 148 nor does it commit him with respect to the 
views expressed herein. It is presumed that an opportunity will be 

rovided the Secretary of the Army at an early date to comment 
ormally on the resolution. 

The items of information which the agencies of the executive branch 
would be expected to provide pursuant to Senate Resolution 148 are 
generally consonant with the principles and procedures for formulating 
and evaluating water resources projects which have been evolved over 
the past several years through the cooperative efforts of the interested 
Federal agencies and which are currently in use by the Corps of En- 
gineers in planning such projects. It is gratifying that the findings of 
the committees are in such close agreement with these practices. 

In order to be most helpful to the committees, we submit herein 
detailed comments on the points of difference which are of major 
importance. 

Senate Resolution 148 would solicit the same detailed information 
concerning benefits, costs, physical feasibility, allocations of costs and 
other matters for each potential alternative project as for the recom- 
mended project. Our procedures provide for the consideration of 
alternative means at all stages of the analysis in order to assure that 
the recommended project provides the best available means for meet- 
ing the needs for water resource development. This screening proc- 
ess permits early identification and elimination of the less desirable 
alternatives and concentration of more detailed consideration upon 
the better possibilities. Under this approach, detailed information, 
as outlined in Senate Resolution 148, is not determined for each 
o— alternative since it would serve no useful purpose. We 

elieve that the purpose of Senate Resolution 148 in this respect 
would be met, without inordinate expense, if the report were to indi- 
cate the various alternatives considered in arriving at the recom- 
mended plan and the reasons for their elimination. In addition, 
should the Congress in specific instances desire more information 
concerning alternative plans, we would, of course, gladly provide it, 

Another proposal of Senate Resolution 148 is to the effect that 
allocation of project costs should be calculated and presented on at 
least three bases. The reasons for this proposal are indicated in the 
supplemental memorandum (Committee Print No. 4) accompanying 
Senate Resolution 148. The reasons stated therein are (1) that 
widely different effects may result from the use of equally valid 
methods of allocating costs among project purposes and (2) that the 
method of cost allocation will determine the degree of economic justifi- 
cation of the particular project services. 

Cost: allocation can have no bearing on the economic justification 
for inclusion of the separate purposes in a multiple-purpose project. 
The inclusion of a purpose is economically custified if the benefits from 
adding the specific purpose to the other project purposes exceed the 
meremental costs added by its inclusion. The: allocation process 
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merely assigns these incremental or separable costs and distributes 
the joint costs which have also been found to be economically justified 
in the formulation of the project. Thus, if the added benefits exceed 
the added costs of including a purpose, no method of allocating costg 
can adversely affect its economic justification. 

With respect to the first reason stated in the supplemental memo. 
randum, it is not correct that the several methods of cost allocation, 
particularly the three named in Senate Resolution 148, are equally 
valid. The essence of cost allocation is equity. It is believed that 
where several project purposes are involved the separable costs. 
remaining benefits method is the most equitable method. On the other 
hand, how the allocated costs are distributed among specific benefi- 
eiaries and the general public is essentially a matter of public policy, 
Accordingly we would have no objections to calculating and presenting 
allocations of project costs on the three bases cited, with a recom- 
mendation as to the basis considered most equitable. 

Our concluding comment concerns the proposal that estimated 
amounts of tax revenue enhancement and tax revenue foregone as 
a result of the project should be shown in calculations of project 
benefits and costs. The increased taxes that will be paid as a result 
of a project represent the taxing authority’s share of the increase in 
the value of the goods and services and incomes which constitute the 
benefits of the project. To include the full value of the goods and 
services and also the taxes paid on this value obviously would be 
a duplication of benefits. If it is considered desirable to show sepa- 
rately the net effect of the pian on tax revenues, we suggest that it 
be made clear that it should be shown as a part of the values which 
constitute the benefits and not as an additional item of benefit in the 
benefit-cost ratio. 

If we can be of further assistance to the committees in their 
consideration of these matters, please do not hesitate to call on us, 

Sincerely yours, 
E. C. Irscunar, 
Major General, United States Army, 
Chief of Engineers. 


Report of the Department of the Interior is as follows: 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., July 22, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate. 
Hon. Dennis CHAveEz, 
Chairman, Committee on Public Works, 
United States Senate, Washington, D. C. 

Dear Smnators Murray and Cuavez: Your joint letter of June 20 
asked for a statement of our views “on the adequacy of the informa- 
tion that would be solicited pursuant to Senate Resolution 148, 

articularly in fulfilling the purposes stated in section 4 of Senate 
Resolution 281, 84th Congress.” 

The information solicited has to do with water resource develop- 
ment projects and, more particularly, with cost estimates, benefit-cost 
ratios, descriptions and computations of various indirect and intangible 
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benefits, provision of capacity for future use, cost allocations by 
various methods, participation by other agencies in projects, the 
preference status of potential users of hydroelectric power, repayment 
of costs, effects on State and local governments, and other matters. 

The placement of the first sentence of the second aragraph of 
Senate Resolution 148 (p. 2, line 10) leaves us somewhat in doubt 
whether the details that follow are intended as an elaboration of the 
information relative to alternative plans with which the first sen- 
tence is concerned or whether they are independent of it. We assume 
the latter is the case. With this understanding, the information which 
section 1 of the resolution calls — the departments concerned to 
furnish appears to be relevant to the purposes stated in the preamble 
of the resolution and, as far as we can presently judge, adequate to 
disclose the details and results of all studies and analyses of all 
potential utilizations, costs, allocations, payout, and benefits, both 
direct and indirect spoken of in Senate Resolution 281. It is some- 
what difficult, however, to connect certain portions of it to the evalu- 
ations made in accordance with criteria prescribed by Congress of 
which Senate Resolution 281 also speaks since, in many cases, such 
criteria have not been so prescribed. 

A large part of the information called for by Senate Resolution 148 
is now regularly or often included in our project planning reports. 
The remainder can, we believe, generally be capatled. Undoubtedly, 
there will be occasion from time to time to supplement even this 
expanded list of items or to delete from it those which prove not to 
be worth while. 

Inasmuch as Senate Resolution 148 is designed to express the sense 
of the Senate and its adoption is entirely within the discretion of the 
Senate, we confine ourselves to answering the specific question asked 
in your letter without attempting to formulate recommendations for 
its amendment. 

Sincerely yours, 
Frep G. AANDAHL, 
Assistant Secretary of the Interior. 
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MINORITY VIEWS FROM COMMITTEE ON INTERIOR 
AND INSULAR AFFAIRS 


The undersigned members of the minority of the Senate Interior 
and Insular Affairs Committee generally concur in the minority 
views on Senate Resolution 148 expressed by our colleagues on the 
Senate Public Works Committee. 

Section 5 of the resolution is an admission that the action falls far 
short of the assignment made to the two committees by Senate 
Resolution 281 of the 84th Congress. Under the circumstances, it 
appears better procedure for the committees to continue their study 
under the authority contained in Senate Resolution 281 with the 
objective of completing the task before initiating further Senate 
resolutions. This should insure greater uniformity in the recommen- 
dations, as well as more time for reviewing the proposals in Senate 
Resolution 148. 

Requirements for information from the executive branches, such as 
those contained in Senate Resolution 148, apparently can be ordered 
by committee or joint committee resolution, without the necessity 
of a formal resolution by the Senate. If this were done, even on a 
provisional basis, the Senate could be provided with specific informa- 
tion on such important aspects as costs and the effect upon executive 
agency workload, before a final, formal resolution is considered. 

Water-resource legislation is so important to all sections of the ! 
country that it does not warrant hurried consideration nor the im- 
position of Senate requirements which can be interpreted as or can 
become congressional water-resource policy, without a large measure 
of firm bipartisan support in their adoption. 

Artuur V. WATKINS. 
Frank A. BARRETT. 
Barry GOLDWATER: 
Gorpon ALLOTT 
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MINORITY VIEWS FROM COMMITTEE ON PUBLIC WORKS 


Senate approval of Senate Resolution 148 in its present form is 
highly undesirable for a number of important reasons: 

1. It could lead to further delay and postponement in the con- 
struction of the enormous backlog of projects now authorized but not 


ult. 

2. It would seriously weaken and undermine the economic stand- 
ards necessary to the proper evaluation of the Nation’s land and water 
resources projects. 

3. It could lay the groundwork for opening the floodgates of the 
Public Treasury to unessential, wasteful, and unjustified projects. 

4. It could provide Congress with a confusion and multiplicity of 
plans and alternatives that could clog the peipelines of progress on 
genuinely needed legislation. 

5. Senate committees already can request the same information 
from Government agencies as is contained in Senate Resolution 148, 

The stated objectives of Senate Resolution 148, with which we 
agree, are to improve the procedures for evaluation of land and water 
resources projects, and to provide a greater degree of congressional 
control over resource development. Adoption of the resolution, how- 
ever, will only worsen, instead of improving, the present situation. 
These minority views may be the foundation for saying we are not. in 
favor of public-works programs. Such an assumption would be an 
erroneous one. We are interested in promoting and furthering a 
sound and wholesome public-works program which will merit the 
approval of citizens and taxpayers. 

i The most pressing problem in the water-resource development 
field, and the one which contributes most to loss of control by Congress, 
is the tremendous backlog of projects already authorized. There is 
now a backlog of about 470 active projects for rivers, harbors, and 
flood control authorized for construction by the Corps of Engineers, 
which have never been started. These projects, in addition to some 
400 now being built, will require an estimated $8.3 billion to construct. 
At the current rate of spending ($495 million in fiscal year 1958) it 
will take almost 17 years to complete them. It will take the Bureau 
of Reclamation more than 30 years to build its presently authorized 
backlog at the current spending rate. It is apparent that enough 
work is on hand to last a long, long time without pa a for additional 
ways to justify more projects. 

Il. The real purpose of the resolution is to dilute the careful 
standards of projects evaluation that in the past have screened out 
the unfeasible, uneconomic projects. New projects can be found 
which meet our present careful and long-tested standards of ac- 
ceptance. By relaxing these standards, added projects caa secure 
approval; but such relaxation of standards would lead to authorization 
of unessential and wasteful projects. 

Friends of public-works .and .resource-development programs, 
Whether they be conservative or liberal in their thinking, and re- 
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gardless of their political affiliation, are interested in sound ang 
acceptable programs. Volume should not be one of the factors ip. 
volved. Acceptance and approval of such projects are not measured 
by the taxpayers in terms of volume. The test is a more practical 
one of cost and feasibility. 

Some of the ways in which the resolution would undermine sound 
economic standards in evaluation of proposed projects and lay the 
groundwork for unessential and unjustified projects deserve special 
mention: 

The resolution (sec. 1 (5) (b)) would require computation of amor. 
tization upon the basis of 50 years, 100 years, or the useful life of the 
facilities, if less. The use of a 100-year amortization period would 
result in reducing annual fixed costs, and thus increase chances for 
annual benefits which exceed yearly costs. Writing off the cost of 
project over a 100-year period will put a major share of the bill on the 
taxpayers of succeeding generations. This is not the heritage which 
we should be proud to bequeath to our children. 

The resolution requests Government agencies to submit information 
on indirect and intangible benefits which may become part of the 
criteria in determining the feasibility of projects. If benefits arising 
from a project are greater than its cost, we have a basis for saying the 
project is justifiable and economically sound. The danger signal 
es up on those borderline projects where there is doubt whether the 

enefits will justify the cost. The indirect and intangible benefits, 
which at best are likely to be vague, will then be considered. Such 
vague standards could be the determining factor in putting the stamp 
of approval on many a project. Indirect and intangible benefits 
can be so broadly defined and far-reaching that even the remotest. 
possible benefit can be used as the standard of project evaluation. 

Recreation benefits are among the indirect and intangible benefits 
on which information would be requested by this resolution. A bill 
now on the Senate calendar, S. 1164, would make recreation considera- 
tions a direct, calculable benefit in evaluating projects. Some of the 
objections to that are pointed out in the minority report on the bill. 
They are equally applicable here. The resolution lays the ground- 
work for putting the Federal Government in the recreation business, 
It could also lead to an unwarranted expansion of Government 
participation in a host of fields. 

Furthermore, all States do not equally share the benefits of land- 
and water-resources projects. Expansion of this program as con- 
templated in the resolution is likely to result in projects so local in 
nature as to arouse criticism ant overwhelming opposition from 
people in other sections of the country. 

The resolution calls for information on “future uses that may reason- 
ably be anticipated to develop during the useful life of such projects 
works.” This could lead to imposing on the taxpayers of tomorrow 
for something we have no way of knowing whether they will want or 
need. It could make a crystal ball as important as his slide rule to & 
Te ee engineer. 

he resolution also requires information on three methods of cost 
allocation. Current policies seek to secure a fair apportionment of 
the cost of projects among the various uses rather than to give prefer- 
ential treatment to one use against another. A single method, the 
separable costs-remaining benefits method is generally accepted by all 
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major agencies involved in water-resource development as being most 
uitable. The majority has given no reasons for requiring costly 
culations on the basis of 2 additional methods, out of the 9 available 
despite their effect on the Treasury. The implication of this woul 
be that the majority desires to approve projects on an incremental 
cost basis which would greatly expand the nonreimbursable Federal 
contribution to many projects. : ; 
III. We also question the vehicle chosen to accomplish the objec- 
tives of the — . This resolution will not be sent to the House 
for its approval and yet its purpose is to aid Congress, not just the 
Senate. if the House of Representatives were to approve a resolution 
on a similar subject, but different in its terms and directions, the 
Government agencies would then be confronted with submittin 
different, and potentially conflicting, information to the Senate an 
House. There is no need to dwell on the difficulty Congress could 
have in evaluating, and properly authorizing a project in such a 
situation. 
Epwarp Martin. 
Norris Corron. 
Roman L. Hruska. 
CHAPMAN REVERCOMB. 
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85TH CONGRESS } SENATE { Reporr 
1st Session No. 1155 


SALE OF LAND IN OTTAWA COUNTY, MICH. 
Avucust 28, 1957.—Ordered to be printed 


Mr. Exttenper, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 
[To accompany H. R. 7900) 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (H. R. 7900) to permit the Secretary of Agriculture to sell to 
individuals land in Ottawa County, Mich., which was acquired pur- 
suant to the provisions of title III of the Bankhead-Jones Farm Tenant 
Act, having considered the same, report thereon with a recommenda- 
tion that it do pass without amendment. 

This bill would authorize the sale of certain lands no longer needed 
by the Government. The sale would be made on a bid basis at not 
less than the fair market price. A fuller explanation of the bill is set 
out in the attached report of the House Committee on Agriculture. 


[H. Rept. No. 1187, 85th Cong., Ist sess.] 


The Committee on Agriculture, to whom was referred the bill 
(H. R. 7900) to permit the Secretary of Agriculture to sell to indi- 
viduals land in Ottawa County, Mich., which was acquired pursuant 
to the provisions of title III] of the Bankhead-Jones Farm Tenant 
Act, having considered the same, report favorably thereon with 
amendment and recommend that the bill do pass. 

The amendment is as follows: 

Page 2, beginning with line 3, strike out all the rest of subsection (b) 
and insert: ‘‘to the highest responsible bidder but at not less than the 
fair market price thereof as determined by him and in such parcels 
and subject to such terms and conditions as he may prescribe.” 


STATEMENT 


_The purpose of this bill is to authorize the Secretary to sell to the 
highest responsible bidder, but at not less than the fair market price, 
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that portion of approximately 6,200 acres of land in Ottawa Count 
Mich., now being administered by the Forest Service under title itt 
of the Bankhead-Jones Farm Tenant Act which he considers suitable 
for private ownerships. 

The land involved was part of the “submarginal land retirement 
program” carried on during the 1930’s. The area lies close to the 
eastern shore of Lake Michigan in what was once a good wheat 
farming region, but the lands involved were covered with blowing sand 
from the lake shore and had been or were about to be abandoned 
when they were purchased by the Government for a very nominal 
amount. 

In recent years, the lands have been under the supervision of the 
West Ottawa Soil Conservation District by virtue of a lease with that 
district and certain soil conservation and restorative measures— 
chiefly the planting of grass and trees—have been carried out. 

Testimony at the hearing indicated that the land is now needed for 
rural residential purposes because of the expansion of population in 
the nearby cities of Grand Haven, Holland, and Grand Rapids. The 
lands still have relatively little agricultural value except for the growth 
of grass and trees, and it is anticipated that the Secretary of Agricul- 
ture, when he offers any of such lands for sale, will include in the con- 
veyance such restriction as he can against use of the lands in such a 
way as to again subject them to the deteriorating forces which made 
them submarginal. 

It is to be noted that there is nothing mandatory about the bill. 
The Secretary is authorized to sell such land ‘as he determines is not 
needed for public purposes and is suitable for private ownership.” 


COMMITTEE AMENDMENT 


The committee amendment amends the language of subsection (b) 
to require that the lands which are sold be disposed of to the highest 
responsible bidder and in such parcels and culbdons to such terms as 
the Secretary may prescribe. The former language of the subsection 
would apparently have authorized a cenutlaaed or private sale by the 
Secretary. The amendment also strikes out the sentence which would 
have required the Secretary to consult with the Ottawa County Board 
of Supervisors and the West Ottawa Soil Conservation District with 
respect to the terms and conditions under which the land is to be 
disposed of and then, presumably, to follow their recommendations 
in establishing such terms and conditions. 

In striking out the language requiring such consultation, the com- 
mittee does so not because it does not anticipate that the Secretary 
should and will consult with these agencies before disposing of the 
land, but because it seemed unwise to the committee to require such 
consultation as a condition precedent to any action by the Secretary. 


DEPARTMENTAL POSITION 


The committee has not received a formal report from the Depart- 
ment of Agriculture on this bill and a spokesman for the Department 
appearing at the hearing stated that he was not in a position at the 
moment to state the Department’s policy position on the bill, ‘He 
pointed out, however, that the Department of Agriculture has in both 
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the 83d and the 84th Congresses recommended and proposed the 
enactment of legislation establishing an overall policy for disposal of 
submarginal lands which would include authority for the Secretary 
to sell to private individuals those lands which were not needed for 
public purposes and which he deemed suitable for return to private 


ownership. 
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857TH CoNGRESS SENATE Report 
1st Session \ No. 1156 


MISSOURI LAND EXCHANGE 
Avcust 28, 1957.—Ordered to be printed 


Mr. Symineron, from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


[To accompany H. R. 580] 


The Committee on Agriculture and Forestry, to whom was referred 
the bill (H. R. 580) to authorize the exchange of certain land in the 
State of Missouri, having considered the same, report thereon with a 
recommendation that it do pass without amendment. 

This bill authorizes the exchange of lands granted to the State of 
Missouri under the Morrill Act for national forest lands of not more 
than equal value. The lands held by the State are now intermingled 
with national forest lands and the bill would permit consolidation of 
the State lands and the Federal lands into separate blocks. State 
legislation will also be required before the exchange can be made. 


DEPARTMENTAL VIEWS 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., May 2, 1987. 
Hon. Harotp D. Cootery, 
Chairman, Committee on Agriculture, 
House of Representatives. 

Dear ConeressMAN Cooter: In response to your letter of Feb- 
ruary 5, 1957, we are glad to submit the following report on H. R. 580, 
a bill to authorize the exchange of certain land in the State of Missouri. 

We recommend that H. R. 580 be enacted and amended as here- 
inafter noted. 

This bill would authorize the State of Missouri, notwithstanding 
the provisions of the act of July 2, 1862 (7 U.S. C., secs. 301-308), to 
convey to the Secretary of Agriculture all right, title and interest of 
such State in and to leed granted to the State of Missouri under 
authority of the aforementioned act of July 2, 1862, located within 
the exterior boundaries of the national forests in Missouri. In 
exchange for such land the Secretary of Agriculture would be author- 
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ized to convey to the State of Missouri not to exceed an equal value of 
national -forest lands situated within that State. The authorized 
exchanges would be made in accordance with the provisions of section 7 
of the Weeks law of March 1, 1911, as amended (16 U.S. C., 516) if 
the national forest lands involved were acquired under or otherwise 
are subject to the Weeks law; or under the exchange act of March 20, 
1922 (16 U.S. C. 485, 486) if the national forest lands involved are 
reserved from the public domain or otherwise subject to that law, 
Lands conveyed to the State of Missouri pursuant to the act would 
have the same status as lands granted to the State under the act of 
July 2, 1862. 

We recommend the following amendment: Page 1, line 8, strike 
the words “Secretary of Agriculture” and substitute therefor ‘United 
States’. It is desirable that any conveyances be made to the United 
States rather than specifically to this Department. 

The State of Missouri owns approximately 5,500 acres of lands 
within the boundaries of the Clark and Mark Twain National Forests 
which were granted to the State by the United States pursuant to the 
provisions of the Morrill Act approved July 2, 1862. This act granted 
public lands to the several States and Territories to provide colleges 
for the benefit of the agriculture and mechanical arts. The lands to 
which this bill applies are held for the benefit of the University of 
Missouri. Legal counsel of the university has advised that existing 
Federal and State laws relating to these lands do not permit exchange 
of them. The General Counsel for this Department concurs. Legi 
lation therefore is necessary to authorize the State of Missouri to 
exchange the granted lands for national forest lands. We understand 
that facilitating State legislation has been recommended by university 
officials. 

The lands owned by the State of Missouri are intermingled with 
lands acquired and reserved for national forest purposes. Land 
exchanges for the purpose of consolidating national forest lands and 
university lands into more solid blocks will permit more effective and 
economical administration of both groups of lands. Additionally, 
through such exchanges it will be feasible to consolidate and block 
in for the university a suitable area of forested lands for use as a school 
forest in conjunction with the summer camp of the university forestry 
school. The lands owned by the State are predominantly forested in 
character and are similar to the national forest lands with which they 
are intermingled. The contemplated exchanges therefore are feasible 
and desirable and will not add to Federal expenditures. 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
True D. Morse, 
Acting Secretary. 
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85TH CoNGRESS SENATE Report 
1st Session } | No. 1157 


PROVIDING FOR THE APPOINTMENT OF ADDITIONAL JUDGES FOR 
THE COURT OF APPEALS FOR THE SECOND CIRCUIT AND THE 
DISTRICT COURTS FOR THE SOUTHERN AND EASTERN DIS- 
TRICTS OF NEW YORK 


Avuaust 29, 1957.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


{To accompany S. 2864] 


The Committee on the Judiciary, to which was referred the bill 
(S. 2864) to provide for the appointment of additional judges for the 
Court of Appeals for the Second Circuit and the district courts for 
the southern and eastern districts of New York, having considered 
the same, reports favorably thereon, without amendment, and recom- 
mends that the bill do pass. 

PURPOSE 


The purpose of the proposed legislation is to provide an additional 
district judgeship for the Second Circuit, Court of eer an addi- 
tional district judgeship for the southern district of New York and 
an additional district judgeship for the eastern district of New York. 


STATEMENT 


The provisions of this bill constitute a portion of the recommenda- 
tions of the Judicial Conference in relation to the Second Circuit, 
Court of Appeals, and the southern and eastern distriets of New York. 
This matter has been the subject of hearings before the Judiciary 
Committee in the 85th Congress and the changes herein provided for, 
according to the evidence produced at those hearings, is amply 
justified. It can be stated that the Judicial Conference of the United 
States has, previous to its recent meeting, recommended these addi- 
tional judgeships. 

Originally the second circuit contained 4 circuit judgeships which 
was raised by the act of February 28, 1929 (45 Stat. 1346), to 5 and 
on May 31, 1938, the number was raised to 6 (52 Stat. 584). The 
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number of judgeships has remained the same since that time. The 
jurisdictional area of the circuit covers the States of Connecticut 
ew York, and Vermont, which according to the 1950 census, had g 
att population of 17,215,219. The court is held in New York 
ity. 
A memoranda of the judicial business of this circuit prepared by the 
Administrative Office of the United States Courts shows the following: 


From 1941 to 1950 there was a declining trend in the cases filed in this court, 
For the next 4 years the number stabilized in the vicinity of 350 cases a year, 
but during the fiscal year 1955 there was an increase of almost 60 percent over the 
previous fiscal year, resulting in an increase in pending cases from 154 on June 30, 
1954 to 282 on the same date a year later. During the fiscal year 1956 there wag 
some-reduction in the number of cases commenced. The number of cases ter- 
minated continued to increase however and pending cases were reduced by 18, 
The figures were: cases commenced 462, cases terminated 480 and cases pending 
at the end of the fiscal year, 264. In the first half of the fiscal year 1957 coverin 
the period from July 1 to December 31, 1956, the upward trend has been resum 
with filings greater than those in the first half of the record fiscal year 1955. 

The flow of cases in the first half of the fiscal years 1955, 1956, and 1957 in this 
court have been as follows: 








Pending at Filed Terminated | Pending at 
beginning of July 1, July 1, end of 
half year to to half year 
period Dee. 31 Dec. 31 perled 
Sel 3 0p Tet, BA TONE ko iteccnimicccndsodl 154 275 142 287° 
PRE SS | Sees 282 224 174 332 
oe ae erase 264 281 183 362 


In the first half of the fiscal year, which includes the summer vacation, it is: 
natural for terminations to be less than cases filed, but a warning signal is given 
when the pending load continually mounts as it is doing in this circuit. 

The figures for the past 1634 years are given in table 1, attached. 

Almost one-half of the cases commenced in the Court of Appeals for the Second 
Circuit are appeals from the United States District Court for the Southern Dis- 
trict of New York, and the number of these filed annually averaged about 170 
eases from 1950 to 1954, but increased to 270 in the fiscal year 1955, and was 
251 in 1956. Appeals from the other district courts have also increased. The 
following table shows the source of appeals for the last 7 years: 


Source of appeals and original proceedings commenced in the U. S. Court of Appeals 
for the second circuit during the fiscal years 1950 to 1956 


Fiscal year 


Source of appeal 












_ 6 ESSER BA Seer eer eeren 462 
UIE oh eiciak btieanbtoabeseiebes 16 21 
New York, northern........ 7 7 15 
New York, eastern..... a 34 65 
New York, southern... de 186 251 
I 15 ib 
a EERE SIME SI IE EE AE ERT 4 6 
The Tax Court of the United States.__....... 32 1 
National Labor Relations Board............- 18 20: 
All other boards and commissions... 5 10 
Original proceed ings.......ccccercoccencceccees 1 8 





From 1950 to 1956 total appeals have increased by 45 percent and appeals 
from the courts by 42 percent. During the first half of the fiscal year 1957 the 
trend is again up. 

For the last 6 years the number of appeals commenced per judgeship in the 
second circuit has averaged 69 compared to the national average per judgeship 
in the same period of 50. 
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The caseload per judgeship for each circuit since 1941 is shown in table 2, 
attached. The number of cases filed per judgeship in 1954, 1955, 1956, and the 
first half of 1957 was as follows: " 


Cases commenced per judgeship 





Fiscal year 


z 
E 
g 








<idenireeensteeesenmaenssigmetaps 
51 53 27 
52 60 24 
35 42 18 
61 77 47 
36 39 20 
70 70 37 
73 73 37 
51 52 28 
50 49 24 
33 34 13 
57 43 2% 
42 48 23 








In the fiscal year 1954, the second circuit caseload per judge of 61 was exceeded 
only by the fourth and fifth circuits and was 20 percent over the national average 
of 51. In the fiscal year 1955, the second circuit stood first with an average case- 
load per judge of 97, almost 80 percent above the national average of 54. Again, 
in 1956, the second circuit was first with 77 cases filed per judge compared with 
the national average of 53, and, once again, in the first half of the fiscal year 1957 
it had the largest number of cases filed per judge, with a caseload 74 percent above 
the national average and 10 cases per iudge more than in any other circuit. 

The median from docketing to disposition for this circuit compared with the 
median for all circuits since 1942 is shown in table 3, attached. 

In spite of the heavy load, including many cases of great importance, the circuit 
has kept up its excellent record of prompt disposition of appeals: ith the re- 
cent death of Circuit Judge Jerome Frank, the court now has an added handicap 
until the vacancy is filled, particularly since Judge Frank was known for the speed 
and facility with which his able opinions were written. 


As stated before, the record of the hearings on S. 420, 85th Congress 
are replete with justification for this judgeship and the committee, 
after due consideration, recommends that an additional judgeship for 
the second circuit be approved. 

The judgeships provided for the southern district of New York and 
the eastern district of New York were also the subject of the hearings 
aforementioned and again are a portion of the recommendations of the 
Judicial Conference of the United States. It is the belief of the com- 
mittee that these judgeships are amply justified. As regards the 
southern district of New York, the Judicial Conference recommenda- 
tions have been repeatedly made for these judgeships. The com- 
mittee believes that the memoranda of the Administrative Office of 
the United States Courts sets forth the justification for these judge- 
ships as further evidenced by the hearings. Such memoranda 
together with statistical tables is herein below set forth: 


NEW YORK 


Tae Jupician Business or THE Unitrep Stares District Court FoR THE 
Eastern Districr or New YorkK 


There are six judgeships provided for the United States District Court for the 
Eastern District of ye York, which has headquarters at Brooklyn. The juris- 
diction of the court embraces Staten Island and Long Island and, concurrent with 
the southern district, the waters within Bronx and New York Counties. The 
Judicial Code of 1911 provided 2 judgeships for the district; a third Tear 
was authorized as temporary in 1922; 2 more judgeships were provided in 1929, 
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and in 1935 the temporary peer created in 1922 was made permanent ‘and 
a sixth judgeship was added. There has been no increase in judgepower for the 
district in more than 20 years. 

The civil business of the court has not increased materially since the prewar 
period as shown in table 1, attached, and in the postwar period the number of 
filings has been remarkably steady. A slight decrease in business during the war 
years was followed by a sharp rise in civil filings in 1945, 1946, and 1947 as the 
result of a large volume of price- and rent-control litigation. Since then the 1,383 
civil cases filed in 1948 and the 1,384 filed in 1955 have been the years with the 
peak loads. In the fiscal year 1956 there were 1,185 civil cases commenced, 
compared with 1,272 in 1941, the last year before World War II. 

During the war years, 1 and often 2 judges from this district sat regularly in 
the southern district of New York, but the docket conditions in Brooklyn haye 
prevented this in recent years. Since 1945, the pending civil cases in the eastern 
district have increased rapidly. In 1947, the figure was 2,200, where it remained 
for about 3 years, and, in 1951, increased to 2,400. At the end of the fiscal year 
1956 there were 2,588 civil cases pending in the district, including 1,801 private 
civil cases. The condition of the dockets appears from the following table, showin: 
the number of cases pending on the trial calendars of the court in the last 1 
years: 


Cases pending on the civil and admiralty trial calendars eastern district of New York 











Civil 
Total Admiralty 
Nonjury Jury 
303 240 6 57 
419 244 114 61 
712 309 152 251 
908 432 135 341 
1, 053 503 254 206 
1, 149 518 241 390 
1, 299 485 274 540 
1, 209 454 319 526 
1, 491 405 417 669 
1, 607 366 453 738 
1, 625 236 532 807 
1, 476 254 544 678 








A reduction in civil cases pending on the calendars in the first 7 months of the 
current fiscal year is the result of a successful calendar call which has cleared 
away some deadwood and has resulted in the settlement of other suits. However, 
a great deal remains to be done, if the arrearages are to be cleared away within 
a reasonable period. 

For many years the median time intervals for the disposition of civil cases 
terminated after trial in the southern district were the longest in the country, 
but in 1956 the southern district was replaced by the eastern district as the court 
with the longest delays. Many factors including the practices of the bar enter 
into the delay of litigation, but the median time figures take into account these 
factors in all districts. The median interval of 41.0 months from filing to disposi- 
tion of the 160 cases terminated after trial in the eastern district of New York in 
1956 was 2% times as long as the national median of 15.4 months and the median 
time interval of 38.6 months between issue and trial for these same cases in 1956 
was 3% times as long as the national median of 10.3 months. Eleven years ago 
the majority of cases were being reached for trial in the eastern district in a little 
more than 6 months from the joinder of issue and were being disposed of within 
15 months of the date of filing. Complete information on the time intervals for 
the intervening years from 1945 to 1956 is given in table 4, attached. 

The accumulation of civil cases in this court at a time when the volume of 
litigation has not been increasing is unusual and has been caused in part by a 
significant change in the character of the litigation handled. In the first half of 
the 1940-50 decade the private civil caseload consisted mostly of admiralty 
litigation, which on the average is not time consuming, although the cases tend 
to remain on the dockets for a long time due to the unavailability of witnesses 
who are at sea. But around 1946 a decline in admiralty litigation set in, while 
other types of time-consuming private litigation began to increase. 
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In 1947 the Federal Tort Claims Act began to produce litigation against the 
Government, which is significant in any consideration of the workload of this 
court because of the many Government installations on Long Island including the 
Brooklyn Navy Yard. e amount of money in controversy in some of these 
cases is often not large, but where the Government contests the claims, consider- 
able work is required on the part of the court. 

A comparison of the number of certain types of cases filed immediately after 
the war with the number presently being handled is revealing. For example, in 
1945 there were 45 Employers’ Liability Act cases filed in Brooklyn compared with 
76 in 1956. Inasmuch as the Tort Claims Act did not exist in 1945, there were no 
such cases in that year, but there were 63 in 1956. Patent litigation has been 
and remains very heavy in the district. In 1956 there were 8 such cases com- 
menced per judgeship compared with the national average of 3. The diversity 
caseload is below average, but the negligent-personal-injury suits under this juris- 
diction in 1956 numbered 59 per judgeship compared with the national average of 
50 per judge. These large caseloads contrast with the decline in private admiralty 
litigation from 312 cases filed in 1945 to 78 in 1956. 

The effect on the work of the district of the increasing volume of these time- 
consuming types of cases is evident from the number now pending on the dockets. 
On June 30, 1956, there were 36 Federal Tort Claims Act cases pending per judge 
in the eastern district compared with the national average of 8; there were 16 

tent suits pending per judge compared with the national average of 5; and 
Fnally there were 95 diversity negligent-personal-injury suits, other than those 
arising out of motor-vehicle accidents, pending per judge compared with a national 
average of 21. Other details concerning the types and the age of the pending 
cases may be found in table 7, attached. 

The criminal caseload for the district has doubled in the last 5 years (see 
table 2), but is still somewhat below the average per judge nationally. Criminal 
cases receive priority and the dockets of the districts are reasonably current, 
although the number of cases pending at the end of the year has also been increas- 
ing for the last 5 fiscal years. 

he recommendations of the Judicial Conference of the United States for addi- 
tional judgeships are designed to provide sufficient judicial manpower to enable 
the courts to reach a condition where civil cases may be reached for trial within 
6 months of filing. In order that this goal may be achieved in the eastern district 
of New York the conference has recommended that two additional judgeships be 
created for this district. 

A recent drive by the court to clear the deadwood from the civil docket and 
try to settle some of the cases which have been pending for some time had brought 
about a reduction of 129 cases in the calendar between June 30, 1956, and January 
31, 1957. However, there were still a very large number of cases on the dockets. 
Complete statistical tables showing the judicial business of the district for the 
last 16 fiscal years are attached. 

Respectfully submitted. 

Josrern F. Spanron, Jr., 
Attorney, Division of Procedural Studies and Statistics, Administrative 
Office of the United States Courts. 


Fesruary 12, 1957. 
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Eastern District or New Yor«K 


TaBuE 1.—Civil cases commenced and terminated, by fiscal year, and pending at the 
end of each year beginning with 1941 


TOTAL CIVIL CASES 




















Fiscal year Com- Termi- | Pending Fiscal year Com- Termi- | Pending 
menced nated June 30 menced nated June 30 

OE hls sail 1, 272 1, 109 0 TL ROO 1, 346 1, 381 2, 156 
ia 1, 062 1, 176 I cat rae 1, 198 1, 237 2, 117 
Bndcecaus een 987 1,099 997 {| FOR cid sadéccsd 1, 266 971 2, 412 
WN Loca 1,007 897 1,107)|} 1952.2: ....2..... 1, 167 1, 272 2,307 
BAB is cntememncetebe 2, 263 1, 955 1,415 i cnenaliiecidintinaln 1, 251 1,073 2, 485 
i en citnieineenieanl 2, 054 1, 535 1, 934 an aatca dintenseesereniedl 1, 180 1, 174 2, 491 
herd ia nba caeen 1, 721 1, 412 2, 243 WOOO. Sscendadcowsd 1, 384 1,111 2, 764 
ils 1, 383 1, 435 2,191 RNB i ncdsnnciis< 1, 185 1, 361 2, 588 





PRIVATE CIVIL CASES 























Fiscal. year Com Termi- | Pending Fiscal year Com- Termi- | Pending 
menced | nated June 30 menced nated | June 30 

ba Bale 724 627 790 1960. ...c inion 733 613 1, 407 
Ris csaccomia-< 647 704 408 dl) LORD... ..cconviinas 658 644 1, 421 
Ta ee eateacis 559 671 eB, 808 557 1, 672 
SEE 490 474 637 SOUR Adainadacks 677 789 1, 560 
O08) ..2354..s.. 538 479 606 |) 1953_............. 741 44 1, 657 
a 545 467 774 i cniiiiilinsishiaiteatatin 684 588 1, 653 
einen 735 554 ey, ee 729 617 1, 765 
WON cn eeioas! 862 530 Baer h Bn ici 691 655 1,801 





TasLe 2.—United States civil cases and criminal cases commenced and terminated, 
by fiscal year, and pending at the end of each year beginning with 1941 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 
[Price and rent contro! cases are in parentheses '] 





Fiscal year | Commenced Termi- Pending | Fisca! year Commenced Termi- | Pending 
| 








nated June 30 nated June 30 

—— ee | I Creer eo | COO OO - 

eres” 2 548 | 482 433 || 1949... 613 (289) 768 749 
"Oar 415 47 376 || 1950 ....-.... 540 (171) 593 696 
i 428 (12)! 428 376 || 1951.....---.. 458 (0) 414 740 
eo 517 _(166)| 423 470 || 1952.......... 490 (38) 483 747 
7 Rneereata 1,725 (1,228)| 1,476 719 || 1953.......... 51041) 429 828 
use 1.509 (@111)| 1,088 1, 160 |] 1954.-------77 496 486 838 
1947_..-..... 986 (615) 858 1, 288 |] 1056.---22-22- 655 494 999 
— 621 (173)| 905 904 || 1956.......-.- 494 706 787 


CRIMINAL CASES 
[Cases transferred are not included in “Commenced” and “Terminated” columns] 


Fisca! year Commenced Termi- | Pending 


Termi- Pending 
nated June 30 


nated | June 30 


Fisca) year | Commenced 








259 288 134 || 333 341 106 
344 260 218 || 266 298 84 
556 515 259 | 25 265 76 
722 724 257 || 230 231 93 
526 554 229 || 237 241 101 
543 570 202 358 289 180 
366 422 151 | 408 404 189 
338 393 107 || 488 483 209 








1 Price and rent control cases are separately listed from 1943 to 1953. In many of these years they con- 
stituted a large proportion of all civil cases commenced, although they required on the average 4 relatively 
smal! proportion of court time per case for disposition. They are included in the figure which they follow. 
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TABLE 3.—Cases commenced per judgeship 


i e  ——— 


Total civil cases Private civil cases Criminal cases (less 
immigration)? 
































Fisca’ year Number of ea ead asain 
judgeships | 
New York,| National | New York,| National | New York.| National 
eastern average ! eastern average ! eastern average ! 
6 212 164 121 82 43 153 
6 177 168 108 77 57 161 
6 165 158 93 58 88 174 
6 168 169 82 56 115 184 
6 377 295 90 57 86 176 
6 342 321 91 70 89 142 
6 287 271 123 109 60 134 
6 231 205 144 117 56 123 
6 224 238 122 121 55 123 
6 200 222 110 113 44 116 
6 211 204 135 lll 41 106 
6 195 236 113 126 38 112 
6 209 261 124 146 39 114 
6 197 210 114 127 57 103 
6 231 212 122 126 66 104 
6 198 225 115 135 77 102 





1 This column includes 86 districts for 1949 and thereafter; 84 districts before 1949, 
? Immigration cases have been eliminated from this table because they occur in volume in only 5 districts 
on the Mexican border and because the average judicial time per case for their disposition is small. 


TaBLE 4.— Time elapsing in civil cases tried ! 





Median interval in | Median interval in 
months from filing months from issue to 
Number of to disposition trial 
Fiscal year onees tried. |... ----.- 





New York.| National | New York,| National 


eastern median eastern median 

116 14.8 9.0 6.3 5.3 
18.0 8.9 8.6 5.0 

98 17.3 9.0 7.9 5.1 
133 17.3 9.9 9.4 5.8 
170 21.8 10. 4 13.5 5.9 
173 21,4 11.2 17.9 6.7 
130 15.7 12.2 20.0 7.3 
126 25.4 12.1 17.2 7.0 
98 32.6 12.4 28.5 7.4 
108 39.5 13.5 34.2 8.1 
86 45.1 14.6 39.4 9.1 
160 41.0 15.4 38. 6 10.3 








1 The median time interval in months is computed for the civil cases in which a trial was held, which were 
terminated during the year, excluding land condemnation, habeas corpus, and forfeiture proceedings. No 
median interval is shown for the years 1945 through 1952 where less than 25 cases were terminated after trial 
For the year 1953 and subsequent years, where there were less than 25 cases terminated after trial, a median 
is listed with an asterisk (*) on the basis of the-number of cases terminated after trial for the last 2 years, 
provided there were 25 such cases for the 2 years. 


| 
| 
. 
| 
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TaBLe 5.—Cases commenced per judgeship in this district and in 86 districts, by 
nature of suit, fiscal year 1956 





New York, | 86 districts 
tern 









































eas 
Civil cases: 
I a Iain a dies niet eneengnonngenanbnnth 198 205 

Sy Ce I cnncnedidiivencaensshiincenqneedgenbansocnasebe ri) 

I GN 6 ies eecth i eccnesteirbiionssnasssqecbhsscscobodd 115 135 

——————————— ———_—_—_— 
United States cases: 

ED Pe icesendddccwcccsntbbbmdcacnsaqesvisssccssess 54 73 
EE SI... 0.08) Sib owcvcéntpdnacsecasaciesbnbesnsoret= 1 4 
ee er INGE MOU AAL, . 2 ncetsdhindeecscegsbuletebsecese 6 2 
SET GRUUTOUIININS GUUUR. 515i ces seep dabninccccedetstesscccnese 2 2 
Ne SRE lng nh irre ncnswnbaddncnencccdintbhoaecocerte 6 4 
de ee Rl cuscnddelooosandsentake 2 
Other forfeitures and penalties...............-....--....-.------- 3 5 
ee CIN. 3 0. oh lsieeucccnadsbsbneccoonndel 10 25 
i. eee disnesstecnubaddaccessecde 17 21 
OE a ae eS See a 9 8 

a ono cceetkuennednecinnendbiccedcsesabude 28 18 
Meanteles Woeteneh ORs inisicida dcp sntiinnnctnindnctdtinnseicusssne 7 3 

a ass ii iit iO tdi batdtid Cabbnesideeanlie 2 3 

Ty GH ed arts cick cdintdinbliénectiindddectbiibanidenéubnne ll 4 

Tax suits_......-. alls dnltede eteliaasenaseichiv tain tlibtialainsindiinks iplieieiine mn eoteeiepmasio whieh 4 5 

Otier Wetted Bintes GeOGent. ...nvannccoasecenecesvuhcoccencess 5 3 
Private cases: 

EL, in ichenntdneembsnnedieghbiimacnanvadpentoveccanent 33 
SE itctatth Lowe ediiekatemebecconesesescbeecseccoeesoe 2 1 
ERNE RARONNEY PEG sccctbinshonceteckdbbbasawccccoccscccce 13 6 
OE Bee, DEEROES BGK. necncenpaceceustittintbedadnowccccocqncccloctpniionstabie 1 
i reel cen sieniinttenemnsamndeiall 3 
a a ical bbidsdecsathiitetisUntcccacuaccccupecctsncuccess 6 10 
eet eee eee nd sini ddbenebeinesencooooane 2 2 
Th eemnaenel 8 3 
a  ontashnckcugthtibananhpadrnanbradudiengaacus 7 7 

Divan 68 GNI accede dinnnncchatiinncencecornanaserceeves 64 r) 
DINED 1010 Sik aitemeuédndddpede a penbecacsscubbborsencenine 4 15 
Ee oe 00 ei ckidibaocecsosinpmanbonnages 10 16 
ARE ntrtniih dO imeeandsiieandinnchoonabeeheelmorenenenteent 3 
POSNER IGT YT GROCOP VEIN) .... cccdckbtcnccceccocessenonrerce 12 33 
ee SY CREOE) odd. do occccadstbbacdontatbosasonperesed 37 V7 
IIL, 212... cn dithdeneiduamhatbageheendolieiiihbnmocsns 1 5 

cl ee a es oh apepecion 13 | ul 

Criminal cases (less immigration) .............-.-.------------eeeeeeeeeeeeee- 77 102 
TABLE 6.—Cuivil and criminal trials commenced 
BY FISCAL YEAR 
Total trials Civil Criminal 
Fiscal year com- ahead 
menced 

Total Nonjury Jury Total Nonjury 
il ctntnisiiensinibiesed 141 123 62 61 18 2 16 
i cetacietiiiciehinatpiemal 139 117 4u 68 22 8 14 
i aitheaniinel 114 103 46 57 ll 5 6 
i intetshititerhigeethentnas 165 123 72 51 42 10 32 
aE TER 145 107 75 32 38 5 33 
intmammetons 197 160 76 84 37 5 32 
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TaBLe 6.—Civil and criminal trials commenced—Continued 
PER JUDGESHIP 























he leeblal 
Total trials | Civil Criminal 
on of | 
val year udgeships 
wae? , New York,| National | New York,| National | New York,| National 
eastern average ! eastern average ! eastern average! 
i 
' | 24 39 21 28 3 ll 
: 23 40 20 27 4 13 
19 44 17 29 2 15 
28 40 21 25 7 15 
24 41 18 26 6 15 
33 43 7 29 6 14 








t This column includes 86 districts. 


TABLE 7.—Civil cases pending on June 30, 1956 
PER JUDGESHIP 




































































Cases pending per Cases pending per 
judgeship judgeship 
Nature of suit Nature of suit 
New National New National 
York, average York, average 
eastern eastern 
Total civil cases_.......| 431 236 || Federal question............. &o 44 
———————_— | SSS | _————— 
United States civil cases_..... 131 74 BERRI, os ccbitninneniniouameiiin 1 2 
Private civil cases. -..........- | 300 162 CURING, . 6 cicnaiasied 3 1 
OO Federal Employers’ Lia- 
United States plaintiff........ 58 | 46 bility Act_............. 82 8 
— —|———_—_ | SOR ine lenctbedinmes 18 16 
Land condemnation...... 4 14 | PONG. das otaeouinee 16 5 
Daerah? 22. ci cccecedle peubibede cctidikesdlie. Other Federal question... 19 ll 
Other enforcement suits__| 20 5 —S 
Forfeitures and penalties. 3 4 || Diversity of citizenship....... 157 98 
Negotiable instruments 7 8 || —_—_ 
Other contracts _ ........ | 14 y IRMONOES 6.5 i ducctdnond 6 ll 
Other United States | Other contracts........... 19 20 
BRS a erg ll 7 II ST I 3 
| Personal injury (motor 
United States defendant...... 73 | 27 WOES). Su ctcsdeind 34 34 
—-- Persona] injury (other)... 95 21 
Tort Claims Act.......... 36 7 | Other diversity........... 3 9 
IN inns Satara owe thbehhe | Q 8 —_—=) 
Other United States de- | AGutivelty (i cucesicddisdiad so 54 20 
SOGOU .. i. cdi nciiccbceel 29 | 13 
AGE 
| Age of civil cases pending 
Total 
Jurisdiction pend Less 6 | 5 years 
ing than jmonths| 1 to2 | 2to3 | 3to4 | 4to5 and 
| 6 | tol years | years | years | years over 
jmonths| year 
Total civil cases. .............- 2, 588 | 467 381 653 410 303 129 245 
United States civil. ................. 787 167 90 169 119 95 19 108 
United States plaintiff........... 348 85 37 67 50 28 11 7 
United States defendant._....... | 439 82 53 102 69 67 28 38 
Private civil... .....-c----ececeecea- 1,801 | 300 21 | 484| 11 208 90 137 
| 
Federal question. ............... 535 101 95 | 162 88 47 15 27 
PE er ara 942 180 160 274 156 82 33 7 
I ok et Te ak 324 19 36 48 47 79 42 53 
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Tue JupiciaL Business or THe Unitep States Districr Courr ror tag 
SouTHerN District or NEw York 


The United States District Court for the Southern District of New York is the 
largest trial court in the Federal judicial system in number of judges and of 
“big” cases and it is located in the greatest commercial and industrial center in 
the world. Its 18 judges handle a very great percentage of all antitrust litigation 
and a large share of the patent, copyright and trademark cases as well as time- 
consuming criminal prosecutions of national and international importance, 
New York is the largest port in the Nation and in the last few years about 40 
percent of the admiralty and maritime litigation in the Federal courts has been 
filed in the southern district. The business of the court has multiplied in the last 
half century and from time to time additional judgeships have been added. The 
4 judges provided for the district by the judicial code of 1911 were raised to 6 
in 1922, to 9 in 1929, to 11 in 1936, to 12 in 1938, to 16 in 1949, and finally to 18 
in 1954. Court is held only in New York City. 

The history of this court from the end of World War II to 1955 can be described 
only in terms of excessive caseloads, large numbers of protracted cases, a continual 
accumulation of arrearages, and mounting delay. ‘The judicial assistance pro- 
vided to meet the situation has been neither timely nor adequate to meet the ever. 
increasing business and until recently the trial dockets have been very congested, 
In 1941 and through the war years when there were 13 judgeships for the district 
(including 1 temporary position which expired in 1943), the pending civil cases 
fluctuated between 3,500 and 4,500, but by the end of 1945 increased to 5,800. 
Two years later the pending civil cases surged upward by 70 percent to 10,100, 
which prompted the Judicial Conference of the United States in 1947 to recom- 
mend 2 additional judgeships and to ask that the expired temporary position be 
reestablished. When the pending caseload increased another 800 cases in the 
ensuing 12 months, the Judicial Conference requested 4 additional judgeships 
for the district and these positions were provided in the omnibus judgeship bill 
passed in 1949. 

Still the civil backlog piled up and delay increased. On June 30, 1950, the 
pending civil caseload reached 11,134 and it became clear that the extra judge- 
power provided was inadequate to overcome the enormous arrearages. The 
pending civil cases in this district alone were more than one-fifth of the number 
in all district courts. In September of that year the Judicial Conference of the 
United States recommended 5 more judgeships for the district including 2 on a 
temporary basis. By the end of the fiscal year 1953 the arrearages had reached 
11,768 civil cases including 9,385 private civil cases and in addition delays in 
criminal cases were being felt and the pending criminal caseload topped 1.000 
for the first time in almost 10 years 

In 1954, 2 of the 5 judgeships recommended by the Judicial Conference were 
created. The Conference immediately renewed its request for the other 3 
judges and supplemented this in 1956 by a recommendation for a fourth new 
judgeship. The purpose of these Conference recommendations is to provide 
sufficient judicial manpower to enable the courts to eliminate arrearages and 
reach a point where the average civil case can be reached for trial within 6 months 
of the date of filing. 

Although there has been some improvement in the docket conditions in the 
southern district of New York recently, additional help is needed if the goal of 
the Conference is to be achieved within a reasonable time. The backlog of 8,205 
civil cases on June 30, 1956, was more than twice the 4,087 civil cases pending on 
June 30, 1941. But 2 years ago the delays in the district were so bad that many 
cases being disposed of by trial had been pending on the dockets more than 4 
years and had been awaiting trial more than 3 years. The median interval from 
filing to disposition of cases terminated after trial in 1955 was 45.9 months and 
the median from issue to trial was 34.8 months And even with such delays the 
judges were often without cases to try due to recurring calendar breakdowns. At 
that time the court appointed a committee of judges to investigate what steps 
may be taken to improve the condition of the calendars. Drastic changes in the 
calendaring practices were devised and the court embarked upon a program de- 
signed to provide firmness and stability to these calendars. The calendars for 
the first time were put in the charge of the judges. A year ago last fall a call of 
the entire civil calendar consisting of 5,700 cases was completed with startlin 
results. By the end of the court year the calendared cases were reduced to 1,8 
and the number of cases pending on the dockets decreased from 10,334 to 8,205, 
a gain of more than 2,000 cases. A continuation of the same practices in the cur- 
rent court year has reduced the size of the calendar to 767 cases as of December 
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31, 1956, although the total number of civil cases on the dockets on the same date 
remained at a level of 8,500. 

Principal efforts of the court until recently have been to dispose of cases on the 
calendars and this has greatly reduced the number of cases ready for trial. Now 
older cases on the dockets which have not yet been calendared have been called 
and counsel have been asked to report the status of these cases. This will bring 
some cases to the trial dockets and will also result in settlements and dismissals. 
The cases which are not calendared all constitute potential trials and if the liti- 
gants are to receive prompt attention, the court must exercise some measure of 
control over them, which is now being done. 

The details of the new calendaring system are set forth in an article by Judge 
Irving Kaufman which appeared in the December 1956 issue of the Journal of the 
American Judicature Society. A copy of that article is attached to this statement. 

The achievements of the court are encouraging. They have been made possible 
in part through the able assistance of three retired judges of the court and the 
services of visiting judges from other districts. This has proven to be a very 
desirable expedient, but it cannot be relied upon as a substitute for permanent 
judgeships. Retired judges cannot maintain an unslackened pace and visiting 
judges are often difficult to secure. The four judgeships recommended by the 
Conference are needed and Judge Kaufman views the necessity for them as follows: 

“T will not detail the need for additional judicial manpower. Suffice to say, 
part I has demonstrated that there are a sufficient number of hard-core triable 
cases well in excess of the number our present quota of judges can handle; and if 
our calendars are to be maintained in their present current status, the implementa- 
tion of the Judicial Conference’s recommendations for new judgeships is a 
necessary first step.” 

Notwithstanding the improved calendar situation the accumulated backlog of 
civil cases is enormous. As of June 30, 1956, the 8,205 pending civil cases 
amounted to 456 per judgeship or almost twice the national average of 236 civil 
eases pending per judgeship. With 8 percent of the judges in all the 86 districts 
having solely Federal jurisdiction, the backlog of private litigation in the district 
was 18 percent of the national total. As of June 30, 1956, 44 percent of all pending 
private admiralty cases, more than one-half of all Jones Act suits involving 
injury to seamen, one-third of all copyright cases, one-fourth of all Government 
civil antitrust suits, and about one-fifth of all private antitrust suits were on the 
dockets in the district. The Government civil antitrust suits were 15 in number 
and these actions together with the 4 criminal antitrust prosecutions pending on 
July 15, 1956, are listed in appendix A. The number of time-consuming private 
antitrust suits pending in the district at that time numbered 100. Further details 
concerning the age and composition of the pending civil cases are given in table 7. 

The court in the southern district of New York serves New York City exclusive 
of Staten and Long Islands, and to a certain extent serves also the entire New 
York-northeastern New Jersey area which in 1950 had a population of almost 
13 million. New York is the financial capital of the world and the Nation’s largest 
port. Complicated commercial litigation and important criminal cases tend to 
gravitate to this region and in the iast 3 years the southern district has had 22 
trials which have required 20 or more actual trial days not including the time spent 
in the preparation of the case and the writing of opinions. 

Long trials in this district which have attracted much public attention in recent 
years have included the important Smith Act case, U. 8. v. Dennis et al., tried by 
Judge Medina which took 168 trial days; the Investment Bankers antitrust case, 
U. 8. v. Morgan, which required 309 trial days, also tried by Judge Medina (he 
was occupied with the case for 3 years); U. S. v. Flynn, also a Communist case, 
tried by Judge Dimock for 154 trial days; Ferguson v. Ford, a multimillion dollar 
suit against the Ford Motor Co. tried by Judge Noonan for 120 trial days and 
6 de, settled; and U. S. v. Imperial Chemical Industries, tried by Judge Ryan for 

ays. 

_ The trial time in these cases is only a small part of the time they require of the 
judge and this is particularly true of the antitrust cases. The number of exhibits, 
depositions, and documents in this type of proceeding is almost unbelievable. For 
example, in the Alcoa case, there were 15,000 pages of record, in the National Lead 
ease, 1,400 exhibits and 5,000 pages of record, in Imperial Chemical Industries, 
3,700 exhibits and in the Investment Bankers case, 10,600 exhibits. Ferguson v. 
Ford contained 27,000 exhibits and 10,000 pages of record and the trial was never 
concluded. When the case was settled the plaintiff had not yet completed his 
direct case. 

The Judicial Conference Committee on Procedure in Antitrust and Other 
Protracted Cases has recommended in its report adopted by the Conference in 
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1951 that cases of this type should be assigned to a judge from their inception and 
that the judge to whom such a case is assigned “‘should be relieved of all other 
duties from the commencement of the trial until his judgment is pronounced,” 
This has frequently been impossible in this court. There were 5 cases tried in 
1956 which required 20 days or more: 
Civil cases: 

Universe Tankships, Inc. v. Bethlehem Steel: 43 trial days, contract action. 

Banking & Trading Corp. v. R. F. C.: 20 trial days, contract action. 
Criminal cases: 

U. S. v. Klein: 77 trial days, tax fraud. 

U. S. v. Kiame: 33 trial days, tax fraud. 

U. 8. v. Allied Stevedoring Corp.: 31 trial days, tax fraud. 

Another long Smith Act case, U. S. v. Trachtenberg, tried by Judge Bicks, wag 
commenced during the fiscal year and completed shortly after the close of the 
year, requiring 59 trial days. 

The large backlog of potentially long and complicated cases as well as the num. 
ber being filed is an important factor in the Judicial Conference recommendation 
for four additional judgeships. But help is needed also to handle the large caseloads of 
more or less routine litigation. Four judgeships would increase the judicial staff by 
22 percent, but would not reduce the average caseload per judgeship in the district 
to a point below the national average. On the basis of the 5,033 civil cases filed 
in the court during the fiscal year 1956 the effect would have been to reduce the 
average incoming caseload in the district from 280 cases per judge to 229, which is 
4 cases more than the average per judgeship nationally of 225 in 1956 and con- 
siderably in excess of the caseload of 196 civil cases per judge, if all the judgeships 
recommended by the Conference had existed. Again on the basis of the 1956 
filings the 4 extra judges would have reduced the caseload of incoming private 
civil cases from 226 to 185 per judge, which is 50 cases more than the aver, 
that year of 135 private civil cases commenced per judgeship nationally and 
cases more than the national average per judgeship on the basis of the 262 judge- 
ships including 34 recommended by the Conference in the 86 districts having 
purely Federal jurisdiction. 

In the first half of the fiscal year 1957 there has been a decided upsurge in civil 
filings to 2,775, or 500 civil cases more than the number filed during a like period 
of the preceding fiscal year. All of this increase has occurred in the time-con- 
suming private civil cases. A comparison of the civil cases, private civil cases, 
and criminal cases commenced and terminated in the district in the first half of 
the fiscal years 1956 and 1957 (July 1-December 31) appears in the following 
table: 


Cases commenced and terminated 
TOTAL CIVIL CASES 


| Pending at 




















Fiscal year Commenced | Terminated | end of half- 

year period 
EE BNE. cddctncnncecesntnsesimbtecnstbictteantited 2, 284 3, 379 9, 239 
ES BT iincidinuiikeudaddoneduibidavanedehbedeiuddieidin 2,775 2,475 8, 505 

PRIVATE CIVIL CASES 
Om ae ion the kd ab ck eh eckeconk es 1, 791 2, 725 7, 529 
DOE Bask bb eacetcncdndphosepiterrhtbnabianemccindte 2, 292 2, 001 7,058 
CRIMINAL CASES 

PE Oe FOE web atbndoc nn retishodbedccdubetmusecccaansees 434 510 629 
Oapmeet Mies Gi. ea a 426 511 435 








The criminal caseload in the district is not heavy numerically and the dockets 
are reasonably current because of the priority to which they are entitled and 
receive. However, criminal cases are a factor to be considered in the workload 
of the district because of the many protracted trials, which in past years have 
included celebrated Smith Act and sedition trials, tax-evasion cases, and criminal 
antitrust suits. 
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Complete statistical tables showing the judicial business of the district in the 
last 16 fiscal years are attached. 
Respectfully submitted. 
JosepnH F. Spanrou, Jr., 
Attorney, Division of Procedural Studies and Statistics, Administrative 
Office of the United States Courts. 


Fesruary 18, 1957. 
{From the Journal! of the American Judicature Society October-December 1956] 


CALENDAR DECONGESTION IN THE SoutHEeRN Districr or New Yor«e 
By Irving R. Kaufman 


Last year, when I was asked to become a member of a newly formed three-judge 
committee charged with devising methods to relieve calendar congestion in the 
southern district of New York, I felt very much like a golfer trying to improve 
his game. I knew what was wrong with our calendars; the question was how to 
correct the condition. 

Well, a golfer has two choices; he can either take lessons from a pro or work on 
his own game on the trial and error basis. Our committee had no pro to turn to, 
and so we used the latter technique, and I am pleased to report that our first 
trial was no error. We scored a hole in one. 

On October 3, 1955, a new calendar control system was inaugurated in the 
southern district of New York. At that time, because of the appalling backlog 
of cases which had accumulated in this district, we decided to take calendar 
control out of the hands of the calendar commissioner and place it in the hands of 
calendar judges. We felt that the flexible, on-the-spot control to be gained from 
such a procedure could eliminate many of the problems which tended to aggravate 
the congested calendar conditions. It was hoped that the judges assigned to the 
calendar term, called part I, would be able to weed out from the trial calendar 
the “deadwood” of cases which were destined to be settled or in which trial 
preparations were far from complete. 

Under this new part I procedure, assignment judges screened every case pending 
on our five civil calendars last year—checking on trial preparation, narrowing the 
issues and discussing settlement—and the system has proved successful far beyond 
the most optimistic predictions our enthusaistic committee made last year. We 
were hoping only to alleviate what threatened to be a chronic condition of calendar 
congestion, and we found what promises to be a cure. 

We have all heard and read and talked so much about calendar congestion that 
it would be wise at this point to define it. Calendar congestion is a condition 
which prevents a reasonably prompt trial of cases where the litigants are ready 
for and desirous of a trial. It is this condition which we think we have licked in 
our district. Although there is always room for improvement, and much more 
remains to be done in our fight to improve and expedite the administration of 
justice, nevertheless, I believe that the new part I procedure will provide the basic 
framework for any further advances. My reasons for this conclusion can be 
found in a quick summary of our accomplishments in the past year. 


FIVE THOUSAND CASES TO START WITH 


On June 30, 1955, a little over 1 year ago, 5,630 cases were pending on our 5 civil 
calendars. Parties in jury personal injury or death actions had to wait 3% years 
for trial from the time of filing a note of issue; actions on the admiralty calendar 
had a 2-year waiting period, and nonjury cases other than personal injury and 
death actions had a 2-year delay before trial. Only the comparatively light 
nonjury personal injury and jury other than personal injury calendars were cur- 
rent. Partly because of the large backlog, trial attorneys were almost auto- 
matically placing every case upon the calendars without waiting until their trial 
preparations were complete and with little regard being paid to the possibility 
or even probability of settlement. Thus our trial calendars did not reflect a true 
picture of the cases where litigants were ready and anxious for a trial. This meant 
that cases were often settled almost on the eve of trial or adjourned because of 
nonreadiness. This caused calendar breaks and frequently judges in the most 
congested trial parts were left without any cases ready to be tried—and so the 
backlog grew. 

To add to the problem, another 1,599 cases were added to our civil calendars 
between June 30, 1955, and June 30, 1956. Under the system prevailing prior 
to last year’s inauguration of the part I procedure, you can well imagine what 
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these new cases would have done to our already congested calendars. But 
contrast that dismal vision, if you will, with what actually happened. 

In a 9-month period, every single one of the total 7,229 cases on our civil calen. 
dars was called for a hearing in its respective part I, and largely as a result of this 
new screening procedure, 5,429 cases were terminated, eliminating a backlog 
representing over 8 years of court time. 

Initially, the part I judges were assigned to a 2-month term, in the belief—which 
proved well founded—that continuity in that part would increase efficiency. Ag 
1 of the 3 judges on the calendar committee, consisting of Judges Ryan, Dawson, 
and myself, which had sponsored the new procedure, I was assigned as the first 
part I judge controlling the 3 nonjury calendars of the court, while Judge Ryan 
was in control of the 2 jury calendars. I believe it would be of some interest if | 
told you about my personal experience in the nonjury part I. 

In a 2-month period, I called 1,856 cases, or three-fourths of the then pending 
nonjury caseload. In the informal atmosphere prevailing at these screenin 
conferences, I would encourage the attorneys really to lay their cards on the table, 
Each side would learn—often for the first time—the precise grounds upon which 
the other party was actually basing its case. Excess claims and verbiage would 
be thrust aside, and the result was that one-third of the cases called were settled, 
Thus, in those 2 months, pretrial screening was responsible for 605 settlements in 
nonjury cases alone. Similar results were obtained by Judge Ryan in the jury 
part, and those achievements were continued by part I judges throughout the 
year in a process which cleared not only our calendars, but those of the attorneys 
as well. 

In numerous other actions which could not be settled, the issues were narrowed 
for trial, and vital stipulations were entered into. Where the parties to an action 
were not ready for trial, the case would be either marked off the calendar subject 
to restoration, or adjourned to a later hearing in part I, thus affording the ready 
cases behind the nonready cases a justified early trial. Sometimes if there were 
dilatory tactics on one side, and the other party was prepared, a case would be 
peremptorily marked ready for a set date. 

Only when all parties to an action were completely prepared for trial and where 
settlement seemed to be completely out of the question would a case be placed 
upon the appropriate ready calendar. 


RESULTS IN 2 MONTHS 


This screening process bore fruit almost immediately. At the end of the first 
2 months, the admiralty calendar, which had been 2 years behind, was current, as 
was the nonjury other than personal injury calendar, which had formerly ac- 
cumulated a 2}4-year backlog, while the current status of the nonjury personal 
injury calendar was retained. I might add that this was a gratifying surprise to 
all of us, for when the new system was devised, we did not believe that the nonjury, 
nonpersonal injury calendars would lend themselves to disposition as effectively 
as the jury personal injury cases. As of June 30 of this year, all five civil calendars 
of the southern district were current. This represented a fantastic achievement in 
case sorting. 

Formerly the cases on our civil calendars ranged from the completely prepared 
to the absolutely unprepared—although, I must say, there were very few cases in 
the former category. The cases ranged from the necessary-to-be-tried to the 
never-to-be-tried—and from the 1-day case to the case which requires 2 months 
and longer. We screened them all and separated the wheat from the chaff to 
find out exactly what we were dealing with. 

Indeed, by January 2, 1956, most of our calendars were current and we inau- 
gurated a new rule designed to keep them that way. This rule requires that 4 
notice of readiness for trial be filed along with the customary note of issue before 
any case can be placed upon a calendar of this court. That rule has dramatically 
cut the number of cases being added to our calendars—proof positive that at- 
torneys were filing notes of issue prematurely. For example, in the 3 months 
before the rule was promulgated, we averaged 188 new cases per month. In the 
following 3 months, the average dropped to 56 cases per month, and that figure 
included many restorations of actions previously marked off calendar in part L. 

A further result of the part I procedure was that we greatly reduced the problem 
of calendar breaks, and the judges were thus able to try a larger number of civil 
eases than ever before in our court’s history. The trial judges worked with the 
calendar judges as a coordinated team which disposed of more business than has 
ever been disposed of in the southern district. The judges of our court had a job 
to do, and they went all out to do it. The results could never have been attained 
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without the enthusiasm and hard work of Chief Judges Bondy and Clancy and all 
the other judges of this district. : 

But amid this sunny picture, there were a few dark threatening clouds hovering 
chiefly over our jury personal injury calendar. At the end of June, there were 
over 630 jury personal injury cases which had been placed on the ready calendar 
awaiting trial. Since these cases had been through assignment conferences, we 
viewed them as a hard core of cases that must be tried. We were, therefore, 
fearful that another backlog was building up, that the cases which we removed 
from the calendar last year would return as ready cases at a much quicker rate 
than we could dispose of them. 

‘(his fall, as the civil jury part I judge assigned at the commencement of our 
term this year, I called these ready cases for another screening conference and for 
assignment to trial, The results were unexpectedly and overwhelmingly 
gratifying. ‘ ‘ 

Before I get to these results, it would be well to review the background of the 
cases which were called. An action is not placed on the calendar until one party 
certifies that he is completely ready for trial; that all the necessary pretrial 
examinations have been completed, ete., and that his adversary either is or has 
had reasonable opportunity to be ready. The litigant must further certify, 
under our new calendar rule 5 (b) (6), “that he has unsuccessfully approached 
the other party as to the possibility of settlement or the reason why he has not 
done so.” When a party disputes the assertion that he has had reasonable time 
to complete his preparation and opposes the placing of the case on the calendar, 
a hearing is held before the part I judge at which time inquiry may be made as 
to just what the issues in the case are, in order to discover whether more time is 
actually needed. To the extent that this result in the litigants placing their 
cards on the table and discussing the merits of their claims and defenses, it resem- 
bles an informal pretrial conference. To the extent that the relative weaknesses 
and strengths of their respective positions are revealed, settlement possibilities 
are enhanced. If the party’s note of readiness and note of issue are accepted, 
the case is placed on the permanent calendar, shortly after which it is placed on 
the reserve calendar. The cases are then called, in the order in which they were 
placed on the calendar, to an assignment conference. The judge will ask the 
attorneys, at that time, to further consider the possibility of settlement, and he 
will offer his services to moderate a settlement conference if they believe that 
will make it more productive. At the conference the judge will encourage the 
lawyers to discuss their positions frankly and to make a concerted effort to settle 
the case. Where the parties request it, the judge will recommend a figure which 
he believes reasonable. If the parties cannot come to an agreement and signify 
their readiness for trial, they are placed on the ready calendar. In a great many 
instances, the attorneys seek adjournments or postponements for various reasons. 
In determining whether to grant the adjournment or mark the case off the cal- 
endar, the judge often suggests further settlement talks and again offers his 
assistance. ‘Thus, before a case is placed on the ready calendar, the attorneys 
have usually been before a number of judges, have discussed the basic problems 
with them, have rejected the possibility of settlement, and theoretically are fully 
prepared and anxious to go to trial. Therefore, it was believed and assumed that 
the cases on the ready calendar represented a hard core—cases that must be tried. 

Last spring the judges noticed, however, that about 25 percent of these actions 
were settled in the actual trial parts. In order to avoid this wasteful consumption 
of precious trial time, it was felt that a final effort should be made to bring the 
peewee together before they were assigned out for trial. This was called the 

nal conference. It is to be remembered that all of these cases had between I 
and 3 previous conferences. The results were highly gratifying. With the period 
of time between placement on the ready calendar and call to a final conference 
to reconsider the weaknesses in their position and the strengths of their adver- 
saries, and with the added anxieties accompanying the approach of trial, an 
exceptionally large number of lawyers decided to settle their cases at these final 
conferences. 

Before the summer recess we started to build up a backlog of cases which had 
been through final conference but which were not reached for trial. The attor- 
heys were told to be ready to go to trial this October. 


HARD CORE CASES SETTLED AT FINAL CONFERENCE 


As the civil jury part I judge, I decided to call these cases once again to a 
second final conference to see if there was any change in position over the sum- 
mer, instead of simply assigning them to the judges in trial term from the list, 
Of the 67 cases on the jury personal injury and death calendar, which had been 
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through a previous final conference as well as at least 1 assignment conference 
38 were settled, 6 were adjourned to a future term, 4 were permanently discon. 
tinued or dismissed, 8 were found far from ready for trial and were marked off 
the calendar, and only 11 or about 16 percent were really ready and willing to 
go to trial. Of the 11, one was settled at trial just before the judge was about 
to charge the jury. The number found ready for trial among the jury personal 
injury and death cases which had not been through a previous final conference 
but which had been through at least one assignment conference was, of course 
lower. The jury-other picture was still more astounding. It was even more 
difficult to find cases there which were ready for trial. During the 6 weeks in 
which the calendar was called, I screened a total of 1,107 cases of which only 120 
or about 11 percent signified a desire to go to trial. Of the 120, many were later 
settled in the trial part before actually going to trial and 2 were settled during trial, 

The results of these 6 weeks indicate that our fears were premature. The 
backlog melted faster than the proverbial snowball in hell. During the October 
term, every case on the jury ready and reserve calendars was screened, including 
cases which were first placed on the calendar the last day of October. During 
the last week of the term, cases on the reserve calendar were called for assignment 
conferences immediately after they reached that calendar. And there was one 
period when cases were assigned out for trial the day after they were placed on 
the ready calendar. Where there were 630 cases on the jury personal injury 
ready calendar before that calendar was called for trial assignment, at the end of 
the term there were only about 18 cases which had to wait a few days for trial 
assignment. No case on the jury other ready calendar was left waiting for trial 
assignment. Judges in this district are now reaching cases for trial where the 
accident took place this year. Despite the fact that the volume of civil litigation 
terminated in the southern district of New York in the fiscal year 1956 was greater 
than the volume in the Federal courts of the 13 States comprising the 8th and 10th 
circuits of the United States, there is every indication that as long as the parties 
are really desirous of a speedy trial they will continue to be able to obtain one 
here. While we will, undoubtedly, not be able to maintain the lightning speed of 
the last week of October, our calendars should remain current for a long time to 
come. 

To say that we are pleased with the results of our sifting or clean-up campaign 
is, of course, & gross understatement. We are delighted. And we have found 
that the members of the bar, though suspicious of the new system at first, are 
now generally both appreciative of the new procedure and highly cooperative. 
I know that I speak for my colleagues when I say that the lawyers are to be 
commended for the part they played in making this system successful. Without 
their efforts and enthusiasm, the new procedures would have been doomed to 
failure. 

AID TO ATTORNEYS AS WELL AS TO COURT 


Nevertheless, I find that many attorneys still consider this system primarily as 
an aid to the courts in the current drive to expedite the administration of justice. 
This is true in part, but when a lawyer attends the type of pretrial conference 
which we have inaugurated, he is not merely performing his duty as an Officer of 
this court—he is also helping himself. These conferences afford the trial attorney 
a far earlier opportunity than would normally be his to sit down and “‘talk turkey” 
with his opponent. And he can do so under the aegis of the court without feeling 
that his willingness to discuss settlement is an admission of weakness. These 
hearings thus give the lawyer a chance to settle a case and close the file, to relieve 
his mind of the worry of one action and to permit him to take on another. In one 
morning, and in one building, a busy trial attorney can terminate several actions 
which theoretically represented several weeks of trial time. 

Unfortunately, not all lawyers are taking full advantage of this system. 
Throughout the years, various studies of the problem of court congestion and 
calendar breaks in both State and Federal courts have demonstrated convincingly 
the close correlation between imminence of trial and actual settlements. They 
have revealed that attorneys tend to wait until the trial is actually threatening 
before they take time out to size up the strengths of their opponents’ case and the 
weaknesses of their own, and to consider the possibility that settlement would be 
the best, safest, and, in the long run, cheapest solution. (And that attorneys 
usually reach that ultimate conclusion is demonstrated by the fact that roughly 90 
percent of all civil litigation is eventually settled.) Even with our new screening 
system, we have found that this regrettable tendency to postpone serious settle- 
ment negotiations is still plaguing our court. Some continue to wait until they 
are actually in trial before agreeing to a figure which was recommended by the 
judge at the first assignment conference. 
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I referred to 38 out of 67 cases which were compromised only after a second 
final conference. Several judges had already devoted a considerable amount of 
time in previous conferences to hearing both sides, discussing the problems which 
will be encountered at trial with them and recommending a reasonable settlement 
figure, only to be assured that these cases could not be compromised and must 
go to trial. This problem should ease once the attorneys begin to realize that 
they are wasting not only the court’s time, but their own as well, by coming back 
time after time for conferences instead of seriously attempting to. reach an accord 
at the earliest moment. The number of settlements consummated on recall of 
the supposed “‘hard core” ‘‘must be tried” cases means that many attorneys 
have been accomplishing in 3 visits to court what they could have accomplished 
in 1. And the attorneys who postpone settlement until the eve of trial are the 
ones who are hit in their PROSE PESS, not the judges. I repeat, the ones who 
lost the most because of this failure to dispose of cases on the first trip to court 
instead of the third, were the attorneys—and their clients. 


PRESSURE FOR SETTLEMENTS IS AVOIDED 


It is necessary to restrain a natural inclination to exert pressure on the parties 
for earlier settlement especially where it is patently obvious to the judge that they 
eventually will settle. This inclination must, of course, be resisted or else the 
attorneys will rightfully develop a resentment toward the entire procedure, which 
could prove disastrous. If they come in with a chip on their shoulder, there will 
be no chance of settlement. 

If I have created the impression in the above discussion that the judges are 
devoting so much time in efforts to get these cases settled that they would be better 
off conducting trials instead, I must quickly correct that misconception. In a 
relatively short period we disposed of an incredibly vast amount of litigation, 
that would have taken literally years to try. In a district which attracts such an 
overwhelming number of personal injury actions, it would be foolish to think, as 
Justice Peck has pointed out, that the solution can be found in more jury trials. 
It must be found in other procedures, which afford justice to both parties. Our 
pretrial conferences, I believe, provide an answer. Even where they do not 
result in settlement they serve the same objectives as formal pretrial conferences 
and undoubtedly shorten the period of trial. 

Before I discuss my conclusions, I would like to say a word or two about this 
pretrial conference procedure. Why has it proved so successful? While there is, 
of course, no one answer, the following factors stand out. First, and primarily, 
having an impartial third party who is not emotionally involved in their disputes 
sitting in at the conference encourages the lawyers to be candid, to present the 
cold facts rather than the hot feelings which so often obstruct their own view of 
the case. How many times have plaintiff’s attorneys come in with reams of 
evidence on the extent of their client’s injuries when they have only the flimsiest 
evidentiary support for their theory of liability. Their dream of a $100,000 
verdict is confronted with the real possibility that there will be no recovery at all. 
Likewise, the defendant’s satisfaction that the plaintiff doesn’t have a leg to stand 
on is met with the possibility that he will recover the $100,000. _A compromise 
then begins to appeal to both of them. Secondly, attorneys are often reluctant 
to approach each other with regard to settlement for fear that it will be interpreted 
as a sign of weakness. Having a conference with a judge eliminates this problem. 
It is surprising how often the parties were in complete agreement on the value of 
a claim but had never reached that point in discussions with each other. Thirdly, 
where both attorneys are in agreement, but their clients are unwilling to settle 
because they are unfamiliar with the problems of proof and other legal nuances 
which must be met at trial, the fact that a judge after considering all those factors 
finds the settlement figure reasonable, is generallly highly influential. I have 
encouraged lawyers to have their stubborn clients discuss these matters with me 
personally and I have had many such conferences. 

Although there will be more settlements each time the cases on the calendar are 
sifted, there must certainly be an end to this sifting process at some point. Our 
experience shows, however, that when a substantial amount of time has elapsed 
since a case has been called to a conference, it will be worth while to call it again 
to another one. When the parties have had time to reconsider the recommended 
compromise figure in the light of the pressures and risks presented by the ap- 
proaching trial, they are very apt to think more seriously of settlement. This was 
80 well demonstrated again by the events of the past 6 weeks, that I suspect we 
may have disposed of almost as many cases by not sitting this summer, as we would 
have if we conducted trials during that entire period. 
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I remarked earlier that the new part I procedure would undoubtedly provide the 
basic starting point for all future advances to be made in our attempt to keep our 
calendars current, and I am sure that the cold figures themselves amply demon- 
strate my reasons for believing that part I is here to stay. But you may well 
wonder what other improvements are being contemplated. On this question, I 
can but give my personal view, and I think the best way to do so is by enumerating 
the calendar problems we have not yet resolved. 


Other needed measures yet to be taken 


I will not detail the need for additional judicial manpower in this district, 
Suffice to say, part I has demonstrated that there are a sufficient number of “hard 
core” triable cases well in excess of the number our present quota of judges can 
handle, and if our calendars are to be maintained in their present current status, 
the implementation of the Judicial Conference’s recornmendations for new judge- 
ships is a necessary first step. 

Second, we have several long cases pending on our calendars, particularly 
complex nonjury actions. These cases can tie up a large proportion of our regular 
trial judges, and can put a halt to the steady progress of all five civil calendars, 
In short, three long cases being tried at the same time can cause a veritable logjam. 
To combat this problem, I would like to see increasing use made of visiting judges, 
Judges from districts whose business is current should be assigned more frequently 
to the most heavily burdened courts. If the regular judicial personnel of this 
district were to be freed from the more time-consuming trials, our calendars could 
probably be kept current. 

There is yet another way to tackle the problem of long cases, and that is through 
increased use of pretrial. My third suggestion, therefore, is that we put an in- 
creased emphasis on these pretrial hearings in part I, not just as settlement talks, 
but as opportunities to narrow the ‘issues, enter into timesaving stipulations, 
eliminate the need for much formal evidence and decrease the number of docu- 
ments and exhibits. Intelligent use of pretrial can cut the trial time of any case, 
but its services where longer actions are involved can be extraordinary. 

Despite the progress which has been made, this district still faces a heavy load 
of hard-core cases which must be tried—cases, which numerically speaking, are 
now concentrated for the most part on our jury, personal injury calendar, A 
study recently made in the New York State courts indicated that it takes approxi- 
mately three times as long to try a case to a jury as it does to try a case toa 
judge sitting without a jury. A fourth suggestion, therefore, would obviously be 
that we must induce litigants to waive juries if we are to make sure that no new 
large backlog of triable cases will develop. In the southern district today, liti- 
gants can get almost an immediate trial in a personal injury or death action if 
both sides waive a jury, and I would like to see a system of trial preferences 
inaugurated for the benefit of plaintiffs who waive a jury only to have a dilatory 
defendant refuse to follow suit. Of course, any such system must depend on the 
wholehearted cooperation of the bar; if they back the move to expedite trials we 
can succeed. 

LITIGATION SHOULD BE A LAST RESORT 


My fifth suggestion also deals with the attitude of trial attorneys toward the 
courts. I would like to see more and more attorneys look upon litigation as a 
last resort, not as an automatic first step to be taken regardless of possibilities of 
amicable settlement. It is this latter attitude which inevitably leads to delay in 
the courts as each attorney then has more cases pending than he can possibly try, 
and constant adjournments become the order of the day. An interesting sidelight 
upon this problem of delay was recently brought out by the American Bar Foun- 
dation which is conducting a study of the canons of legal ethics It reports that 
interviews with attorneys reveal that most of them do not look upon dilatory 
tactics as involving an ethical problem. Such a viewpoint is, of course, an 
affront to the ideals of our profession. This was pointed out recently by Attorney 
General Brownell in his speech before the National Conference of Bar Presidents 
in Dallas, Tex. He said: 

“‘We must be ever mindful of the fact that ours is a pblic suervice profession and 
that our responsibilities as officers of the court transcend our own private or 
pecuniary interests. We must not condone the docketing of cases where there is 
no intention of ever bringing them to trial—cases which are merely filed for 
harassment or other obstructive reasons. Stalling tactics, such as abuse of pre- 
trial, discovery and motion practice and the seeking of adjournments designed 
solely to wear down opponents, cannot be justified.” 
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The spotlight of public opinion is now sharply focused on the problem of delay 
in the courts, and State and Federal judicial systems alike must work to eradicate 
this evil. New York State, for example, has appointed a temporary commission 
on the courts to design a modern court system. In a report to the New York 
State Bar Association, one of the commission’s members asserted that the mem- 
bers of the bench and bar could not afford to let it be said “‘to our great embarrass- 
ment and harm that the modernization of our courts was brought about by 
an enlightened public, annoyed with our ineptness and peculiar indifference, and 
convinced that we unjustifiably take for granted that courts were created for the 
benefit of judges and lawyers.’ 

That statement has equal validity in our drive to improve and streamline 
Federal judicial procedure, so that those who turn to our courts for justice need 
not wait years to vindicate their rights. Working together, the members of the 
bench and bar can maintain the American judicial system in its rightful place of 
high repute in the public eye, and can cause it to play its traditional role of prompt 
dispenser of justice. 





Exuisit A.—United States civil and criminal antitrust cases pending in the southern 
district of New York on July 15, 1956 
Name of defendant: 


Civil cases: Date oj filing 
Standard Oil Co. (New Jersey) et al_.....-...-.-.._-. Apr. 21, 1953 
American Smelting & Refining Co__...........-.._-__. Oct. 9, 1953 
Batt OIGGEeD LING COURU Es cnt anesonahuecetamdes Sept. 28, 1955 
International Boxing Club................-.----.-.-- Mar. 17, 1952 
MeRessott'@ Robbins,-Ine. i601 cdbeswntdtinde cactiricc May 27, 1952 
Nessonal Heseen Gervice. ; cons acshesescenbecdcumens Apr. 28, 1952 
Federation Suisse Association De Fabricants D’Horlo- 

WOM. nwa cacwnwncen de Eei ea nnn donee nudes decmbeu Dec. 2, 1955 
Linen Supply Institute of New York................-. Apr. 6, 1955 
Pan American World. Airways__.............---.u---. Jan. 11, 1954 
Cigarette Merchandisers Association................-. Apr. 28, 1954 
Guerlain The. 23 2232.9 AC ee ED eee Ce May 28, 1954 
Brennan a Do. 
RE TI on ectitntin nii inne hlinnaminnih it knmsamdititanis Do. 
Watchmakers of Switzerland Information Center_______ Oct. 19, 1954 
Radio Corporation of America___.............-_-_____ Nov. 19, 1954 

Criminal cases: 

Standard Ultramarine & Color Co._....-..._.--_--_-- June 29, 1955 
Pi Omoners Treas Woumell |. 5... odesa GwccmGekon Sept, 28, 1955 
Linen Supply Institute of New York................- Apr. 6, 1955 
Cigarette Merchandisers Association.................- Apr. 28, 1954 
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SouTHERN District or New Yor«K 


TasLe 1.—Civil cases commenced and terminated, by fiscal year, and pending at the 





Fiscal year Com- 
menced 
I a iciratoninnd: 3, 597 
eared seenaesn 2,778 
ae 2, 949 
BOOK 6 dopsiuccsce 4, 552 
Di asinestntndenne 6, 698 
Bh cndciechebtnmn 6, 492 
WO shs te csc 7, 373 
ee 5, 896 
Fiscal year Com- 
menced 
TR shinies ctenncnd 2, 395 
Be ibtoninounniiel 2, 017 
DE inponsiceoases 1, 977 
ee 1, 888 
BER k, cobdnccns 1, 687 
RS a 1, 665 
Dl tec btinsnana 3, 645 
Seeeaciti ka deena 4, 302 | 


end of each year beginning with 1941 


TOTAL OIVIL CASES 


















































Termi- | Pending Fiscal year Com- Termi- | Pending 
nated | June 30 menced nated | June 30 

3, 423 4.008 Tl BOND ddcneccenn 5, 380 5, 130 11, 098 

3, 371 Cae ne 5, 210 5, 174 11, 134 

2, 950 3; 6001) 2001s. cdii.... 4, 946 4, 932 11, 148 

3, 568 4,477 || 1952.............- 5, 453 5, 173 11, 428 
5,317 5,858 || 1953.....----..--- 5, 871 5, 531 11, 768 
4,916 S +e, re 4, 803 5, 582 10, 989 

4, 708 10, 099 |} 1955__.---22- 2. 4, 522 5,177 10, 334 

5, 147 10,848 || 1056.............. 5, 033 7, 162 8, 205 

PRIVATE CIVIL CASES 

Termi- | Pending Fiscal year | Com- Termi- | Pending 
nated | June 30 menced nated June 30 

2, 276 | 2000 fp 10M RAL 3, 917 3,017 7, 638 

2, 319 D067 Fi BOND iiiidewtpnis 3, 836 3, 211 8, 263 

f 2150 Oe 1 1B rcs cos 3, 697 3, 284 8, 676 
| 1, 895 2, 467 Si>inegdaserentd 4, 050 3, 766 8, 960 
| 1,633 | 2,521 |! 1963.............- 4,400 | 3, 975 9, 385 
1, 366 | 2, 820 SE inedstipbacibeniie 3, 697 | 4, 199 8, 883 

| 1, 759 | (Seanad eee 3, 543 3, 963 8, 463 
2, 27 C000 SF GOUR: hic casas 4, 061 | 5, 762 6, 762 


TaBie 2.—United States civil cases and criminal cases commenced and terminated, 
by fiscal year, and pending at the end of each year beginning with 1941 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


[Price and rent control cases are in parentheses '] 





Fiscal year | Commenced 

Wace tien 1, 202 

BOG can dgnte 761 

| eae 97 (66) 
isdnn tile. 2,664 (1,160) 
SG cihavgemene: 5,011 (2, 782) 
_ es 4,827 (1, 866) 
Me cnciaandaus 3,728 (1, 000) 
i ncnaceiectlcee 1, 594 (172) 


[Cases transferred 














Termi- | Pending ] Fisca] year Commenced Termi- 
nated | June 30 | nated 
i| 
1,147 1,138 || 1949.......... 1, 463 (254) 2,113 
| 1, 052 847 i] Set cesanna 1, 374 (245) 1, 963 
800 1,019 |} 1951.......... 1, 249 (3)} 1, 648 
| 1, 673 2,010 || 1052.......... 1, 403 75) 1, 407 
| 3,684 MET TBE deccace 1,471 (103) 1, 556 
| 3, 550 4,614 I sehccasdnsiitsncte 1, 106 1, 383 
2, 949 5, 303 || 1955.......... 79 1, 214 
2, 877 G. Tee Ft Seeee<cccccane 972 1, 400 


CRIMINAL CASES 


are not included in “Commenced” and ‘Terminated’ columns] 








Fiscal year Com- 
menced 
I ia cael 1, 095 | 
ee 1,150 
iil iene! 1,189 
i nidendhenmincne 1, 471 
Dl nntadboddiemens 1, 506 
ice tatniiaihingeti 1, 266 | 
sc snbihsnisiedinss 1,317 
PPE i cccndanbivnn’s 933 


1 Price and rent control cases are separately listed from 1943 to 1953 











|| 

Termi- | Pending | Fiscal year Com- Termi- 

nated June 30 menced nated 

= cerry seneind 
1, 091 R01 BND Sisco 8A9 933 
| 238 CE tt SD oti paiavenenns 987 826 
| 1,211 eerie 940 903 
1, 512 yf fee 970 882 
1, 565 Fr ia encanenee 1, 033 908 
| 1, 481 731 I a al a 924 1,109 
| 1,357 . fl sa 999 | 1,266 
1, 148 O08 TP RONB 5 cnc sete 1, 122 


910 | 





Pending 
June 30 


PPPPYs 
SSSBS538 


— 


Pending 
June 30 


515 
697 
798 


920 
1,078 
921 
697 
508 


In many of these years they con- 


stituted a large proportion of all civil cases commenced, although they required on the average a relatively 


smal] proportion of court time per case for disposition. 


They are included in the figure which they follow. 


BS22SR8 | Sk | 
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TABLE 3.—Cases commenced per judgeship 


(Re ee 


Total civil cases Private civil cases Criminal cases (less 
immigration)? 





Fiscal year IS OE a. cnminssscnriaidnsnameitiinaal 














judgeships 
New York,| National | New York,| National | New York,| National 
southern average ! southern average ! southern average ! 
cial ainsi iliac 

13 277 164 184 82 84 153 
13 214 168 155 77 88 161 
13 227 158 152 58 90 174 

2 379 169 157 56 121 184 
12 558 295 141 57 124 176 
12 541 321 139 70 105 142 
12 614 71 304 109 108 134 
12 491 205 359 117 77 123 
12 448 238 326 121 71 123 
16 326 222 240 113 61 116 
16 309 204 231 lll 56 106 
16 341 236 253 126 60 112 
16 367 261 275 146 63 114 
18 267 210 205 127 49 103 
18 251 212 197 126 52 104 
18 280 225 226 135 48 102 





1 This column includes 86 districts for 1949 and thereafter; 84 districts before 1949. 
? Immigration cases have been eliminated from this table because they occur in volume in only 5 districts 
on the Mexican border and because the average judicial time per case for their disposition is small 


TaBLE 4.—Time elapsing in civil cases tried ! 





Median interval in | Median interval in 
months from filing months from issue to 
Number of to disposition trial 
Fiscal year cases tried 


New York,| National | New York,) National 
southern median southern median 


— | | | 





340 15.2 9.0 8&2 5.3 
325 16.0 &9 10.1 5.0 
277 17.9 9.0 11.4 5.1 
311 22.5 9.9 15,1 5.8 
313 25.7 10.4 18,8 5.9 
249 32. 4 11.2 21,1 6.7 
380 35. 4 12.2 28.5 7.3 
258 41.2 12.1 33. 1 7.0 
291 47.3 12.4 37.2 7.4 
298 45.0 13. 5 35. 9 8.1 
391 45.9 14.6 34.8 9.1 
441 39.3 15. 4 30.3 10.3 





1 The median time interval in months is computed for the civil cases in which a trial was held, which were 
terminated during the year, excluding land condemnation, habeas corpus, and forfeiture proceedings. No 
median interval is shown for the years 1945 through 1952 where less than 25 cases were terminated after trial. 
For the year 1953 and subsequent years, where there were less than 25 cases terminated after trial, a median 
is listed with an asterisk (*) on the basis of the number of cases terminated after trial for the last 2 years, 
provided there were 25 such cases for the 2 years. 


23004°—58 _S. Rept., 85-1, vol. 4-56 
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TaBie 5.—Cases commenced per judgeship in this district and in 86 districts, by 
nature of suit, fiscal year 1956 





New York, | 86 districts 






























































southern 
Civil cases: 

Total COG... ..cnecispncnnsoccensenantocecscencmsaceccesecccsecenenscsecess 280 225 
TE URNNe GOES, . gcc creek elec ccccccdebtbcnccwccepcctecnccceses 54 90 
PRIN... Sits ace disamsesh eee bibiunehdbeecanenavel 226 135 

— 

United States cases: : 

SE ND DN cncininchitltincnannihsahttienagaccossdidioosseeneh 26 3 
SIL. os ol Minn ncecbatibeeabnideccdabhdanscouned Dl cca chiahibaiicatin 4 
OE BOOT BINS DOE hile nn cctkecgethonsncccccsgecdtccecscec 1 2 
oR a Ss ee ee | ers 1 2 
Food and Drug Act q 4 
Léquor lows. i ..ib....<...,... 2 
Other forfeitures and penalties 5 
Preetianle Gipirements... .» oon. nc cc eciedicwocsce eee ican: 5 
I Son SE te eb aneededebadanesead 21 
Other United States plaintiff 8 

i. coon 2 6 ose. a akmineibnies 18 
i De BI Ss 6. ccidb dae qcebsbbcctctiliucicocdcosteees 6 3 
SN, 2 Cctk Sass Seb a eh cad eviicwessetanunduben 4 3 
SP NEE. cn 55d ceed giles Unaibdcltdaciociinsdbbediteatuee | 4 4 
Tax suits ee Be a Si ke a ei Re a ak | 3 5 
Other Wnlted Bintes Gelemiens ~ oe ec mendaconccddasenchonue ll 3 

Private cases 
asd ddndinnaiciviea 110 33 

ak See Se ncpaedanen 4 l 
BP a ard ae | 8 6 
re nm RON OA og ote oe acne oweanteconcsicomianasoncces 1 
ae nn aebpacanabeme D ccieamainaraauanicaiail 3 
Jones Act | 80 10 
ee ae edna dabednebenteas ieeabewbenes ‘ 2 
Patent “ | 6 3 
I oe cciicninnis iiebinbieatessanine | 11 7 

I Dh S '  cncieeiamemmmaba nes abiibiad | 61 | 90 
RAS nh Ne ns ae cect bel cagseeas 3 | 15 
EE SEE OS SD eee | 20 16 
rE et St caneanecsammdadnnsabadenii b catessSesaslebeslevaietet 3 
Personal injury (motor yvebicle)......... ncneecconccoececcccaccscss 9 33 
I no eg a need ccooemeeneee 25 17 
A ed ebeeaeibadae | 5 5 

—=————— 
eS SRR 6, 02 ee Oe eee ee ee } 55 | 11 
cs TI ne dia alintiinncinmeemmel | 14 102 
TABLE 6.—Civil and criminal trials commenced 
BY FISCAL YEAR 
— = 
Total trials | Civil Criminal 
Fiscal year com- 1 ee aa en ae 
| menced 
Total Nonjury Jury | Total Nonjury Jury 
} ee as a es 
| | 
442 372 242 130 70 8 62 
372 283 169 114 89 24 65 
332 251 150 101 81 17 64 
408 318 224 v4 90 12 78 
559 412 264 148 47 29 118 





605 463 257 206 142 38 104 
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TABLE 6.—Civil and criminal trials commenced—Continued 
PER JUDGESHIP 
secteidaan th dntildeApaaiplaeriemtepte% 
Total trials Civil Criminal 





Number of 
Fisea) year judgeships 





New York, | National |New York,| National | New York,| National 
southern average ! southern average ! southern average ! 



































































































—_ ee OO OOO) ?:?:.:.:2.2.2. Ds: ek eee 
aia 16 28 39 23 28 4 ll 
1952. ....cce------ 16 25 40 18 27 6 13 
Din tisk omencwes 16 21 44 16 29 5 15 
ets dat bee 18 23 40 18 25 5 15 
nee a 18 31 41 23 26 8 15 
MRS |e cedanbed 18 34 43 26 29 8 14 
a 
i This column includes 86 districts. 
TABLE 7.—Civil cases pending on June 80, 1956 
PER JUDGESHIP 
Scns eisai 
Cases pending per Cases pending per 
judgeship judgeship 
Nature of suit Caen aoe ees Nature of suit 
New | Nationa! New National 
York, | average York, average 
southern | southern 
| i} | 
had a eae ad 
| 
Total civil cases. ....... 456 | 236 || Federal question. _.....-..... 165 44 
United States civil cases...... 80 74 Antitrust... .....-.--.--.- 6 | 2 
Private civil cases. ........... 376 162 Copyright 6 1 
ss = Federal Employers’ Lia- 
United States plaintiff........ 30 | 46 bility Act 14 S 
allman Jones Act......... 112 16 
Land condemnation...... 1 14 BR: snnnescrebiammateante 12 5 
DO svc civtinnctivn ide SE aeaniteh Other Federal question... 15 11 
Other enforcement suits. - 13 5 || aoe 
Forfeitures and penalties- 2 4 Diversity of citizenship__....- 98 98 
Negotiable instruments. -- 1 8 ———— 
Other contracts.........-.- 6 9 | TRIE ss cnsinccdcdesone 5 11 
Other United States Other contracts 27 20 
NONE vcuccmscnnsenes 6 7 a 1 3 
= Personal injury (motor 
United States defendant__.... 50 27 We hide eriigacetin 15 34 
a Personal injury (other) _..- 40 21 
Tort Claims Act.......... 7 7 Other diversity_.......... 10 9 
ETI: 10 8 =| ——_—_——— 
Other United States de- BIE Lii.tns tisetinssacninesbaaripiaal 114 20 
TINS. cvduiinpicuskailenete 33 13 | 
' 
AGE 
| Age of civil cases pending 
Total 
Jurisdiction pend | Less 6 5 years 
ing | than |months| 1 to2 | 2to3 | 3to4 | 4to5 | and 
6 tol years | years | years | years | over 
months| year 
Total civil cases..............- 8,205 | 2,303] 1,431 1,807 | 1,023 757 424 460 
United States civil......-.---------- 1,443] 276] 192] 328] 167|} 190| 117 183 
United States plaintiff._......... 543 74 54 183 77 72 20 63 
United States defendant._....... 900 202 138 145 90 108 7 120 
TT AT ES 6,762 | 2,027| 1,239| 1,479|  856| 6877| 307 277 
Federal question.............-.-- 2, 962 950 618 649 308 231 106 100 
TEIN cc cnsnainiecenan = 557 314 355 209 131 104 87 
Admiralty 520 307 475 339 215 97 90 
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CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standin 
Rules of the Senate, changes in existing law made by the bill, as 
reported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Tirte 28, Unitrep States Cops 


§44. Appointment, tenure, residence and salary of circuit judges, 
aS 


Circuits Number of judges 
* * * * * * * 
I cin evusthaiobnadl [6] 7 
* ~ *~ * * * * 

§133. Appointment and number of district judges. 

Districts Judges 
*~ * * * * * * 

New York: 
* ~ * - * * * 
DE cae wOUR RE Bi wank lonockscawstued [18] 19 
es cnn dance elingwnuhitbnsnsh€scsunenceabuad [6]? 
* * * » » * * 


lges 


]? 


19 
|? 


Calendar No. 1193 


85TH CONGRESS t SENATE | Report 
1st Session No. 1158 





NEW JUDICIAL DISTRICT IN CALIFORNIA AND NEW 
DIVISION FOR THE NORTHERN DISTRICT OF CALI- 
FORNIA 


Avaust 29, 1957.—Ordered to be printed 


Mr. Eastianp, from the Committee on the Judiciary, submitted the 
following 


REPORT 


[To accompany 8. 2840] 


The Committee on the Judiciary, to which was referred the bill 
(S. 2840) to create a new and separate judicial district in California 
and to create a new division for the northern district in said State, 
having considered the same, reports favorably thereon with an amend- 
ment and recommends that the bill, as amended, do pass. 


AMENDMENT 


On page 2, line 15, after the word “Park,” add the following: 
“Mariposa, except Yosemite National Park,’’. 


PURPOSE 


The purpose of the proposed legislation, as amended, is to provide 
for the creation of a new third division in the northern district of 
California, and to divide the presently existing southern district into 
two districts, to be known as the central district of California and the 
southern district of California, and to provide for the allocation of the 
existing judges of the southern district between the new southern 
district and the new central district. 


STATEMENT 


The provision of the bill relating to the creation of a new third 
division in the northern district of California was recommended by 
the committee in its report on Senate Joint Resolution 158 of the 83d 
Congress, which passed the Senate on August 12, 1954, and was 
referred to the House Judiciary Committee on August i6, 1954— 
too late for action by the House prior to the adjournment of the 83d 
Congress. Again, in the 84th Congress, this provision was recom- 
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mended to the Senate in the committee’s report on S. 1256, the omnibus 
judgeship bill. 

Under the terms of this bill, the counties of Marin, Monterey, San 
Benito, San Francisco, San Mateo, Santa Clara, and Santa Cruz 
would make up the southern division, with court to be held at San 
Francisco. 

The eastern division would be comprised of the counties of Alameda 
and Contra Costa, with court to be held at the county seat of Alameda 
County. 

Further hearings were held on this matter in the 85th Congress and, 
on the basis of the evidence submitted, the committee is even more 
convinced that the creation of a new third division in the northern 
district of California is amply justified. 

The explosive growth of California is one of the compelling reasons 
for the creation of this new judicial district. As was brought out at 
the hearings, the county of Alameda, populationwise, is now larger 
— San Francisco County, having a population in excess of 1,100 ,000. 

San Francisco has a population of 770,000 but, with San Mateo County 
to the south, that area would have about the same population as 
Alameda County. It was also pointed out at the hearings that trans- 
portation across San Francisco Bay is a problem. Due to the fact 
that there are in excess of 70,000 cars a day over the Bay Bridge and 
the bulk of them go between 8 and 9 in the morning and 4:30 and 6 
in the evening, it creates quite a problem for the litigants in regard 
to service in the East Bay area. According to the testimony, it takes 
at least an hour to make the trip of 10 miles. 

As has appeared throughout the hearings on the bills before this 
committee as well as in previous Congresses, the State of California 
has been for years past, one of the fastest growing States in the 
Nation. At the present time, in the East Bay area of Alameda and 
Contra Costa Counties there are 1,000 attorneys practicing, so that 
the field for judicial business in this area is considerable. As stated 
before, traditionally the San Francisco—-Oakland Bay area has been 
the hub of activities of the Western States. There are over 30 
Federal departments and agencies which have major offices in Alameda 
County. The percentage of Federal litigation estimated to have 
arisen in Alameda and Contra Costa Counties is 33 to 50 percent of 
the civil and criminal cases handled by the presently constituted 
southern division. As pointed out aaa) the time and expense 
involved in traveling from these 2 areas to San Francisco in connection 
with cases originating in these 2 counties is considerable, 

At the hearings on this legislation it was indicated that this provision 
of the bill does not require construction of new judicial court facilities. 
The Judicial Council of the 9th Circuit, in reference to House Joint 
Resolutions 515 and 516 of the 83d Congress, which were companion 
measures to Senate Joint Resolution 158 of the 83d Congress, indi- 
cated that Congress would be compelled to appropriate at least a 
million dollars to supply such facilities for the proposed eastern 
division, if in a proper new structure, and not less than $400,000 if 
by removing the present occupants of the post-office building and 

aying very large rentals for their offices elsewhere. The committee 
as reviewed the evidence in this respect and, because of the peculiar 
situation that exists in this area, has concluded that there is a need 
for a division of the court in Alameda and Contra Costa Counties. 
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The committee is interested in service to the litigants of the Federal 
courts and feels that if this rapidly growing portion of the northern 
district of California can be served by the creation of such a division, 
then legislation to accomplish such purpose should be enacted. The 
committee reaffirms its recommendation contained in the report on 
Senate Joint Resolution 158 of the 83d Congress and in Senate Report 
No. 2633 on 8S. 1256 of the 84th Congress, and recommends that this 
provision of the bill, as amended, be favorably considered. 

A summary of the business of the northern district of California, 
together with statistical tables, as well as letters submitted to the 
committee in support of this legislation are attached hereto and made 
a part of this report. 

The provision contained in section 2 of the bill, which provides for 
the division of the presently existing southern district of California 
into two districts, to be known as the central district of California and 
the southern district of California, and to provide for the allocation of 
the existing judges of the southern district between the new southern 
district and the new central district, was likewise recommended by the 
committee in its report on S. 1256 of the 84th Congress. While the 
proposal is not approved by the Judicial Council of the Ninth Circuit 
nor by the Administrative Office of the United States Courts, the 
Legislature of the State of California has recommended the creation 
of this new district by legislative enactment. In addition, the pro- 
posal is supported by the State Bar Association of the State of Cali- 
fornia; the San Diego County Bar Association; the Republican Wom- 
an’s Club; the Democratic Central Committee; the Republican Cen- 
tral Committee of San Diego; the Democratic Men’s Club, and the 
State Republicans’ Young Republicans. In addition to the foregoing, 
it is supported by the First District Department of California; 
Veterans of Foreign Wars of the United States, and the Republican 
Woman’s Club of San Diego. 

San Diego County and Imperial County are a portion of the rapidly 
growing southern district of California. San Diego, being just north 
of the border, is subject to large amounts of immigration cases. 

For a period of 15 years, California has been an area of tremendous 
population growth and during the 10-year period from 1940 to 1950 
alone the population grew from 5 million to over 10 million. At the 
present time this figure has swelled to over 13 million. The future 
growth of the State cannot be forecast with any degree of accuracy. 
In Imperial County the population is approaching 100,000. In San 
Diego during the 10-year period of 1940-50 there was a 92-percent 
increase in population sade if this growth continues at the present 
rate, within a few years there will be a million inhabitants within its 
county lines. 

At present there are 11 judges in the southern district of California, 
and the effect of this provision of the bill would be to reallocate those 
judges. California now consists of a northern and a southern district. 
Passage of this provision of the bill would divide the State into three 
districts, northern, central, and southern. Of the 11 judges now of 
the southern district of California, 9 would become judges of the 
central district and 2 would become judges of the southern district, 
so that there is no additional judge-power inherent in this bill. It 
is understood that the civil calendar in the southern division (San 
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Diego) is assigned to each of the judges of the district 3 months in 
rotation in order to take care of the work in that division. While it 
has been said that the rotation method does not work satisfactoril 
and does not accomplish the purpose of adequate service to the San 
Diego area, the committee desires to make it clear that the assignment 
of judges ‘n rotation, as has been the custom in the southern district 
of California, is perfectly proper under existing law and probably as 
feasible a way to expedite the judicial processes as can be found, under 
the circumstances. However, in view of the tremendous growth in 
the two large populous areas of the southern district of California, to 
wit, Los Angeles, and San Diego, the committee believes that the 
practical way to solve the problems that have arisen and will continue 
to arise if the population continues to increase in the future, is to create 
a third district in the State of California. 

The evidence indicates that immigration is a major problem in the 
San Diego area. The regional FBI office is located there, with over 
40 agents for the southern counties. The 11th Naval District is in 
San Diego, so that it can be seen that the judicial business of this area 
is substantial. The committee has reviewed all of the evidence sub- 
mitted and believes that eventually the San Diego area and Imperial 
County will have to be dealt with on a permanent basis. 

This section of the bill so provides, and it is the opinion of the 
committee that, under all of the circumstances and in the light of the 
evidence presented, the division of the southern district should be 
consummated. The committee, therefore, reaffirms its previous 
recommendation and again recommends this legislation to the favor- 
able consideration of the Senate. 

Statistical and other data submitted in connection with this matter 
are attached hereto and made a part of this report. 
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NortTHEeRN District or CALIFORNIA 
TaBLE 1.—Civil cases commenced and terminated, by fiscal year, and pending at the 
end of each year beginning with 1941 
TOTAL OIVIL CASES 


Cee ee te reece reece ee 


Fiscal year Com- Termi- | Pending Fiscal year Com- Termi- | Pending 
menced nated June 30 menced nated June 30 

731 772 428 fh 19 ..ccccsceucecs 1, 308 1, 285 1, 513 

644 649 GBB (Bh OC Pecncdetttipeces 1, 328 1, 468 1, 373 

868 670 621 ae 1, 245 1, 290 1,32 

1, 302 1,017 6, eee 1, 448 1, 232 1, 544 

2, 020 1, 598 1, Fae Bc Bee eccccdcttécccoe 1, 875 1, 212 2, 207 

1, 860 1, 811 1, 377 See thckdsditewned 1, 591 1, 355 2, 443 

1, 858 1, 530 1, Fb AOE eccdctiagessns 1, 399 1, 462 2, 380 

1,172 1, 387 TD i eee 1, 298 1, 603 2,075 





TOTAL OIVIL CASES 








Fiscal) year Com- Termi- | Pending Fiscal year Com- Termi- | Pending 

menced nated June 30 menced nated June 30 
SOE cnncdbchonaihe 279 301 SS 534 516 626 
intpetieaeens 259 311 2g . eons 535 647 514 
i tiedamwenme 181 210 156 508 525 497 
ieee winmol 175 177 BO 1 Ga a secwetecceud 498 499 496 
SE hicthietineeniiioenen 216 180 | ff ASS 687 499 684 
iicsGdnescese 242 198 234 Pibiegséecensee 720 618 786 
OG idcccocwccecce 546 292 488 Sl nied detente 677 590 873 
eibateesctcccnce 537 417 0 ee 655 813 715 





TaBLe 2.—United States civil cases and criminal cases commenced and terminated, 
by fiscal year, and pending at the end of each year beginning with 1941 


UNITED STATES CIVIL OASES (UNITED STATES A PARTY) 


{Price and rent contro! cases are in parentheses 4} 





Fiscal year | Commenced Termi- | Pending Fiscal year Commenced Termi- | Pending 











nated June 30 nated June 30 

471 191 774 (318) 769 887 

338 238 793 (334) 821 859 

(125) 460 465 737 286) 765 831 
(562) 840 752 950 179) 733 1, 048 
(1, 343) 1, 418 1, 138 | 1, 188 151) 713 1, 523 
(1, 050) 1, 613 1, 143 871 737 1, 657 
(755) 1, 238 1, 217 722 872 1, 507 
(220) 970 882 643 790 1, 360 











CRIMINAL CASES 


(Cases transferred are not included in ‘‘Commenced” and ‘“Terminated” columns} 


Fisca] year | Commenced Termi- | Pending Fiscal year Commenced Termi- | Pending 











nated June 30 nated June 30 
485 485 146 | 648 800 351 
661 623 184 | 585 669 239 
706 708 182 | 418 452 193 
1, 165 992 355 | 481 448 230 
1, 314 1, 221 448 | 501 486 245 
1,059] 1,013 494 || 680 671 250 
685 836 401 || 594 722 155 
596 831 313 696 683 194 
! 


' Price and rent control cases are separately listed from 1943 to 1953. In many of these years they con- 
stituted a large proportion of all civil cases commenced, although they required on the average a relatively 
small proportion of court time per case for disposition. They areincluded in the figure which they follow 
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TaBLE 3.—Cases commenced per judgeship 


aunt spempeennseasnnts 

















Total civil cases Private civil cases Criminal cases (less 
immigration)? 
Fiscal year | Number of ' nie 4 

| judgeships | } | a. 

| | California, | National | California, | National | California, | National 

northern average ! northern | average ' | northern average! 

| 

4 183 164 70 82 121 153 
4 161 | 168 65 77 165 161 
4 217 158 45 58 177 174 
4 326 169 44 56 291 184 
4 505 295 54 57 329 176 
h 372 321 48 70 212 142 
5 372 271 109 109 137 134 
5 234 205 107 117 119 123 
5 262 238 107 121 129 123 
7 190 222 76 113 8&3 116 
7 178 204 73 111 59 106 
7 207 236 71 126 69 112 
7 268 261 98 146 70 114 
7 227 210 103 27 90 103 
7 200 212 97 126 79 104 
7 185 225 94 135 93 102 


























1 This column includes 86 districts for 1949 and thereafter; 84 districts before 19149. 
2 Immigration cases have been eliminated from this table because they occur in volume in only 5 districts 
on the Mexican border and because the average judicial time per case for their disposition is small, 
TABLE 4.—Time elapsing in civil cases tried ! 














' 
Median interval in | Median interval in 
months from filing months from issue to 
Number of| to disposition trial 
Fisea’ year CPST a OS Ae Ft ae . oe 
| } 
California, | National | California, | National 
northern median northern | median 
| i 

81 7.7 9.0 4.7 5.3 
134 11,2 8.9 5.1 5.0 
153 | 8.9 9.0 5.0 5.1 
223 10. 5 9.9 5.9 5.8 
239 | 10. 1 10, 4 4.9 5.9 
243 10. 5 11.2 5.7 6.7 
242 11.0 12.2 5.7 7.3 
193 12. 4 | 12. 1 7.4 7.0 
189 13. 6 | 12.4 8.7 7.4 
219 13. 6 13. 5 8.1 8&1 
169 13.1 14.6 9.8 9.1 
162 16. 4 15.4 10. 6 10.3 














1 The median time interval! in months is computed for the civil cases in which a trial was held, which were 
terminated during the year. excluding land condemnation, habeas corpus, and forfeiture proceedings. No 
median interval! is shown for the years 1945 through 1952 where less than 25 cases were terminated after trial, 
For the year 1953 and subsequent years, where there were less than 25 cases terminated after trial, a median 
is listed with an asterisk (*) on the basis of the number of cases terminated after trial for the last 2 years, 
provided there were 25 such cases for the 2 years. 
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Tape 5.—Cases commenced per judgeship in this district and in 86 districts, by 
nature of sutt, fiscal year 1955 








California 86 districts 





























northern 
Civil cases: 

Ts chocnconcburcancsusacencdesbenedepinusedecscausougbeeubenl 185 225 
Ree BObte ORIG nic cenvocshpeuypeasdtenintatetieieinieiiaads 92 90 
PIIIIND: « o<dcemceunswopshiiibnaodaatindintimiaddninaaieeidedele 94 135 

United States cases: 
emt Dentes PIAMNG... ccccchcpmnccccssadstmisndisctsdédpscdtdnendh 60 73 
De GAMBIER, 26 oi.ccdcuiinéocccacctdinenetnbsdssbemseiaeeens 4 4 
Fair Labor Standards Act... 1 2 
Other SRETORIBGEE GRIER. <n cccedcnadchnaansnedséandéédstsieiadiimemetn 3 2 
DORR GE DUE Bs ok cn cickodaccnnecangssadocieicesdabebhnabuctn 2 4 
PIE TIE 0 sc eons dear vecceqhenccdkicspuinesscvesanamndiieidiaalsnsniaeied 2 
Other forfeitures and penalties_.............--....-.........-..--..-- 2 5 
SE SII UIDL 2.0: 4.5: nnitemerretcinew ain pbliewicwawenceiaoneane 23 25 
REF COIN aon enc icc cnn cnecipeceliccddlss dds Sheen ciitenviteee 16 21 
tte Tintees Bestest Tee nt nn ss ann atsiibe ecicamnanbiieanleen 8 8 
Tinlteds Bhetes defendant... ...0ccccocconennpckusotikt eillineso.seab a 32 18 

DA Seer CEIER. |. wcncccconncvetbisnimiineeamiiueaann 6 3 
Benne GOR... bis cactus sae ncecsegbveiuescncedsiasehemand 6 3 
EAPENIEDD DEE cnncdccutnanctnbnbsimettibemerecnnwaapmides 9 4 
WO now ce pcm ncn ccunasdasceovennnsen eis s chasis 4 5 
Other United States defendant. . .. cc ncanccdussiciseccoctcuiceed 6 3 
I i i a 44 33 
CAINE i iicirenenmcigtbtiitclistlel lath bind acictiags alana aed 1 1 
RiRSUOPTOy LARDINGe Act... .cccaccennsnaienssseseweesseebimewen s 6 
Bair Labor Giemderds Act. issciis icc ccc cbbeccccncobcbbkésscoulcncnacsialie 1 
ES RE a SEED 12 3 
eT Oa re SR | Pee ee eee 12 10 
Miller Act 2 2 
Patent 2 3 
Other Federal question 7 7 
INN sirecisvisnnis.tinintraietswrinininiapsghbnibintaaa anata 29 Ww) 
I i a i a la ee 6 15 
Other contracts 8 16 
See OIOOEEEE. cn AtOGi Stal Sa shdcencatheshenenomaidamemudane 1 3 

Pers nal talury (motor cebliele) uncon <cecancdcvedccecedcbbonsccon 6 33 
Personal inary: Gther) ous... cacdsciiieuncconcdactdecacssessdestaw 6 17 
PRET GING ccncnmtininicietttd ainda ndebbictunenunahltawnied 1 § 
IO sink cismntnodiniadbeicndeldadtl~ccuiliebseasussst ead 20 11 
enn) Caner Clean iniunleenton) «nica ncadsvacissindismaneceoneencdsdocunedse 94 102 

TABLE 6.—Civil and criminal trials commenced 
BY FISCAL YEAR 
Total trials Civil Criminal 
Fiscal year com- ier 
menced 





Nonjury | Jury Total Nonjury Jury 











335 211 57 67 38 29 
295 188 140 48 107 41 66 
323 205 138 67 118 58 60 
347 231 168 63 116 57 59 
280 184 131 53 96 36 60 
269 184 134 50 85 26 59 
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TABLE 6.—Civil and criminal trials commenced—Continued 


PER JUDGESHIP 
eee 
Total trials | Civil Criminal 
Number of 
















































































Fiscal year judgeships ‘ |. — 
California, | National |'California,| National | California,| National 
northern | average ! northern average ! northern | average! 
7 48 39 38 28 10 ll 
7 42 40 27 27 15 13 
7 46 44 29 29 17 15 
7 50 40 33 25 17 15 
7 40 41 26 26 14 15 
7 38 43 26 29 12 4 
1 This column includes 86 districts. 
TABLE 7.—Civil cases pending on June 30, 1956 
PER JUDGESHIP 
Cases pending per Cases pending per 
judgeship judgeship 
Nature of suit aoe Nature o/ suit 
Califor- | Califor- 
nia, National | nia, National 
north- average north- | average 
ern ern 
Total civil cases.......- 296 236 || Federal question............- 35 “4 
United States civil cases...... 194 7 SOU. Jc scdckievissies 3 2 
Private civi) cases...........- 102 162 ee ccipiieioniaeinea Roi ianas 1 
| sess Federal Employees Lia- 
United States plaintiff........ 72 46 SR gos nhinairemnoais S - 
—— ——_— PE Rint nccesercenewn 13 16 
Land condemnation-...-- 39 | 14 | NG Sec ne lesctull dae 2 5 
iia oo Sass oak onccecc <n] cansesnnc | Other Federa] question-.--| 8 ll 
Other enforcement suits.- 3 5 || ———— 
Forfeitures and penalties. 2 4 || Diversity of citizenship...___- | 39 98 
Negotiable instruments... 9 8 || _ 
Other contracts_........_- 9 y i] OID. cccerccnnainuca 8 11 
Other United States | Other contracts..........- 12 20 
PR oo db nccamcaenses | 10 7 | Real property. .....-.-.-- 2 3 
SS. SSS Personal injury (motor 
United States defendant-....- 122 7 EE cncacactionnie ee 5 34 
— Personal injury (other) .-- 9 21 
Tort Claims Act_......... 16 7} Other diversity..........- 4 9 
Pon wits: - 55 2s sad 10 x ———— |= 
Other United States de- IE oo ccimndtedieadeee 28 2 
i | 96 13 
AGE 
Age of civil cases pending 
Tota! | | 
Jurisd:ction pend- | Less 6 | 5 years 
ing | than |months| 1to2 | 2to3 | 3to4 | 4to5 | and 
6 | tol | years | years | years | years | over 
lmonths|} year | | 
Total civil cases...............| 2,075 | 434 289 | 352 182 416 | 202 | 200 
| —_— ——$S{—— | —— = —_ — — | ——— — ———— — 
United States civil.................- 1, 360 | 182 126 171 | 110 388 | 191 192 
Ls: baneieaniel Caieititheeana mi amadsisie winless nieabiapelgimninciinseab ako toanageee 
United States plaintiff........_..| 503 107 48 | 69 | 40 44 25 | 170 
United States defendant-..-.---- | 857 75 7 | 102} 70| 844 166 2 
NINE iaiiliciesnisnittinieetiensnins | 75| 252] 163/ isi} 72| {| | 8 
Federai question. .............-- 244 93 62 | 58 | 18 3 3 | 7 
ee 276 4] 59/ 81] w 9 | 3 1 
I a | 195 65 42 | 42 | 5 16 | 5 | wusadionn 
! 
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NEW JUDICIAL DISTRICT IN CALIFORNIA 9 


SoOuTHERN District oF CALIFORNIA 


TasLe 1.—Civil cases commenced and terminated, by fiscal year, and pending at the 
end of each year beginning with 1941 


TOTAL CIVIL CASES 

















Fiscal year Com- Termi- | Pending Fiscal year Com- Termi- | Pendi 
menced nated June 30 menced nated June 
668 708 633 2, 191 1,917 1, 568 
808 807 634 1, 575 1, 904 1, 239 
898 697 835 1, 264 1,173 1, 330 
922 821 936 1, 61i 1, 263 1, 678 
1, 093 1, 104 925 1, 419 1, 487 1, 610 
1, 204 1, 088 1, 041 1,711 1, 743 1, 578 
2, 034 1, 568 1, 507 2, 071 2, 125 1, 524 
1, 292 1, 824 975 1, 309 1, 438 1, 395 
1, 816 1, 497 1, 294 
PRIVATE CIVIL CASES 
Fiscal year Com- Termi- | Pending Fiscal year Com- Termi- | Pending 
menced nated June 30 menced nated | June 30 
Ne ccoe 392 457 GEt Uh Se initdecuinciinn 634 564 587 
leap ta 340 456 291 Gee ichagsnevasesrd 589 591 
aki cenetiee 230 299 SO ET TORE. creciaceceans 549 545 589 
egal aeee 215 236 201 Weedelinstusenss 626 565 650 
ee 202 232 171 ialiisinsmninaimaddnal 655 659 646 
eins 298 235 te itintcinniisanienniin 569 578 637 
tietidiniowbinti 593 408 419 i iatichcidendecmainel 624 621 640 
ca 563 57 406 || 1957 (9 months). 498 452 686 





TaBLeE 2.—United States civil cases and criminal cases commenced and terminated, 
by fiscal year, and pending at the end of each year beginning with 1941 


UNITED STATES CIVIL CASES (UNITED STATES A PARTY) 


(Price and rent control cases are in parentheses 4] 


nated June 30 nated June 30 


Fiscal year | Commenced Termi- | Pending | Fiscal year Commenced Termi- | Pending 





276 251 226 1,557 (838) 1, 353 981 
468 351 343 986 (388) 1, 313 654 
668 (68) 398 613 715 (67) 628 741 
707 + (146) 585 735 || 985 (114) 698 1, 028 
891 (414) 872 754 |) 764 828 964 
906 (508) 853 807 1, 142 1, 165 941 

1,441 (996) 1, 160 1, 088 1, 447 1, 504 884 
729 (323) 1, 248 569 

1,177 (662) 969 777 months)... 811 986 709 








1 Price and rent control cases are separately listed from 1943 to 1953. In many of these years they con- 
stituted a large proportion of all civil cases commenced, although they required on the ns a relatively 
small proportion of court time per case for disposition. They are included in the figure which they follow. 











10 NEW JUDICIAL DISTRICT IN CALIFORNIA 
TaBLe 2.—United States civil cases and criminal cases commenced and terminated 
by fiscal year, and pending at the end of each year beginning with 1941—Con, ’ 


CRIMINAL CASES ? 


|Cases transferred @re not included in “Commenced” and ‘“Terminated” columns] 








Fiscal year | Commenced Termi- | Pending | 


| Fiscal year Commenced Termi- | Pending 
nated | June 30 | 
| 


nated June 30 


ESS Be Ty | 987 300 | 












sono... .... 13 2,298 (1, 607) 2, 476 446 
Pee decnanansek a, 200 (437)| 1, 232 288 1951 1,806 (1, 316) 1, 983 322 
BOAT... caves} 1, 048 (262) | 1, 087 249 || 1952... 2, 229 (1, 519) 2, 298 29 
| 1, 694 (457) 1, 687 256 i] 1953_ 1,923 (1,173) 1,914 345 
WSs... os 1,733 (674) 1, 690 299 || 1954. 2,472 (1,588)| 2,486 395 
1OMO wants 1, 746 (705) 1, 740 305 |} 1955. 1, 413 (670) | 1, 620 234 
| {en 2,896 (1, 824)} 2, 761 385 |} 1066..........] 1,383 (449) | 1, 375 338 
is nimedicinss 3, 384 (2, 484) 3, 112 527 1957 | 
Bis citececacienes 3, 280 (2, 591) 3, 109 563 | (9 months).| 1,128 | 1, 142 380 








? Criminal! illegal immigration cases commenced are listed in parentheses for 1952 and subsequent years 
and they are included in the figure which they follow. For the years 1942 through 1951 the number of 
defendants. usually 1 per case, is shown separately. ‘These cases are listed because they constitute a large 
proportion of the criminal! cases in the district, although pleas of guilty are entered in almost all of them 
with the result that the judicial! time devoted to the disposition of each ease is relatively small, 


TABLE 3.—Cases commenced per judgeship 





| Tota! civil cases Private civil cases Criminal cases (less 
immigration)? 


Fiscal year Number of 
judgeships 





California National | California, | National | California,| National 








southern average southern average ! southern average ! 

—— hens 
a & 84 164 49 TD Dc wtiniecotes 153 
RR a citcccnswts 8 101 168 43 77 yo 161 
Bie isisideit hocks: 8 112 158 29 58 98 174 
i iiatsincslteamainahe & 115 169 7 56 155 184 
ip icstirteisiaasiaimine 8 137 295 25 57 132 176 
i itintatetsnciegacnee * 151 321 38 70 130 142 
Sa bicticemenntentnnt 8 254 271 7 109 134 134 
ct e . 162 205 70 117 113 123 
eS 5 227 238 80 121 86 123 
hae 10 219 2 63 113 69 116 
ka ee 10 158 204 59 111 49 106 
gat iB 8. 10 126 236 55 126 71 112 
SOUR nn ae 10 161 261 63 146 75 114 
SR as ssihiieinemeneaies 11 12° 210 60 127 80 103 
DN wrsasithonphensleaisl 11 156 212 52 126 68 104 
thinkin eae 11 188 225 57 135 86 102 





1 This column includes 86 districts for 1949 and thereafter; 84 districts before 1949, 
2 Immigration cases have been eliminated from this table because they occur in volume in only 5 districts 
on the Mexican border and because the average judicial time per ease for their disposition is small. 
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TABLE 4.—Time elapsing in civil cases tried ! 
RRR RTI ae 
l 


Median interval in | Median interval in 
months from filing months from issue to 
Number of to disposition trial 
Fiscal year cases tried 








California,| National | California, | National 
southern median southern median 





so aeiemehongreensnenmens greyed angen athe ieasitnennlbslieil seinen l eljlbcasdiellial ial 
1 Dl cacuntinnepeenesamediiiettns 138 7.8 9.0 4.5 5.3 
enienumnaisteadecbadiits 149 8.5 8.9 3.3 5.0 

Br SE BI eel iin 226 5.9 9.0 3.4 5.1 
Daas SBE oe i chess Sibi cacilerehaccbegeeliheds 341 | 9.9 3.8 5.8 

ee Te cl Aidueancceasotien 272 6.7 10.4 3.7 5.9 

2. ea CROSSES aS. 295 8.8 11.2 5.2 6.7 

+ di enctinsnehieeoddsnadhereeenade 335 9.5 12.2 5.1 7.3 
TEE onc caenepeabuananain~wae 217 13.8 12.1 7.2 7.0 
lies 206 10. 1 12.4 5.5 7.4 
nn nn. ccasesasnepacansalowaanaosen 201 12.9 13.5 7.1 8.1 
OU ie tee caneddirnenecarnapeiense 241 18.6 14.6 9.6 9.1 
rah kod bn iamaniaeneciaalelgisiisel 244 16. 4 15.4 7.6 10.3 


1 The median time interval in months is computed for the civil cases in which a trial was held, which were 
terminated during the year, excluding land condemnation, habeas corpus, and forfeiture proceedings. No 
median interval is shown for the years 1945 through 1952 where less than 25 cases were terminated after trial. 
For the year 1953 and subsequent years, where there were less than 25 cases terminated after trial, a median 
is listed with an asterisk (*) on the basis of the number of cases terminated after trial for the last 2 years, 
provided there were 25 such cases for the 2 years. 


TaBLe 5.—Cases commenced per judgeship in this district and in 86 districts, by 
nature of suit, fiscal year 1955 





California, 86 districts 


















southern 
Civil cases: 

TE GREER. wcacasoecccensiwednbtnnewbocsiasmncdseethntnaineneandinabes 188 225 
IEE UN CN canichasincnavecusepebeaseatnndnanedéeMamietneiiiie 132 90 
PRPURUS CUNO coc trail etccvuscceasccccctaosaneccdcasecceeseceqseems 57 135 

United States cases: 

UIT UP a ll crenata naten asain 111 73 
Oe I oi nciccciognattiicesisinagen Aindeietnduineid dedi Deaitiieilaided 2 4 
2 SEE EIS DGG. cecnvncsnaouindbsammmenansuieenemmendie 2 2 
og | ie! AL a 2 2 
SD SHEET MNO « intnatieetabitinenédbinkamincudbbéneneemasael 3 4 
LNT WES Soon sn na oars ae aa ocecucsccadesezeenasas eenaisiasseed 2 
Other forfeitures and penalties..n..ncqiicecoccnencecescscudwaccsose 1 6 
FEIT. < ne asepananagedbiwammatinnenditenicndinaisae 71 25 
Ie NN i ln a ee ce a eds 25 21 
ier TRIGN Genel PENNE cetccncesnnmnacacuisepescecuads 4 8 

EE SITs nc cnnntuertiininpnnenndbtaaedmnanadeemacinmennted 20 18 
gajome ES PONIES. a crdiaeeettbaknditiidencuheddsateiaiitindt 7 3 
lh ee ebnaitcaainaeaeee 2 3 
EE Sl cunadnaiaminamedsiandobiaiseionalmnatoaee 6 4 
aaa 3 5 
Other Ttted States Caefendant. .... .nncdcnsvcasscscdageccscsncse 2 3 

Private cases: 

I oS noe nok int sadodibnmnioesaatel 23 33 
ee ll oes ined ene 2 1 
Ge DCE AR. on. ccluamtesinmamebsonmeaamenee 1 6 
Fair Labor Standards Act. 1 1 
Habeas corpus.........- 1 3 
NID . «ndinrahintednanrneneteaphtiaieia id ehicwnmdadidubeeseablaiunt 3 10 
SNINIIIY NNN 42 so cestnceinauunbaceaset- eteaeeaanaiaammaiiamaamaniaetiaediel 2 2 
MUN iia. Cicuimubeacdedaddcedidnanbuausireuteuadeaaneeatdumne 6 3 
Other Poderel-questietiss wsnsveeusccussessessersscwssevesswasase 7 a7 

I Or SI i ccsinctannctdatadiiidindimameunaiiansdiiain 26 90 
a aa a al ce a 5 15 
RL IIININD. 1-1. ainiananuauedediemineannwebmatimiennacaele 10 16 
SUUITIIINIIIN «5 :s.cisina decemsia ouduneaqmueiicianeaadiinelmmmeseannts 2 3 
Personal injury (motor vehicle) 2 33 
Personal injury (other)................ 5 17 
PIE MERWE ic) ini cecticeutene tunchiabbidiebuinedaiieecaaseaa 3 5 

ee Re 7 11 

Criminal cases (less immigration)........--.-------e----------e----------eee- 86 102 


ee el 
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TaBLE 6.—Civil and criminal trials commenced 


BY FISCAL YEAR 
Scere peat lig la ett et essen 


Total trials Civil Criminal 
Fiscal year com- 
menced 
se iseciitine telnet! 510 
Dccacksndoae 409 
Tpcccccendsiets 423 
iinewsensetchete 508 
Bic aannandatiahie 463 
GE wcccnnedebeke 473 





PER JUDGESHIP 
hierniana ip et pao 








Total trials Civil Criminal 
Number of 
Fiscal year judgeships 

California, | National | California,| National | California,| National 

southern | average’ | southern | average’ | southern | average! 
Bi inigiacenniinastieiitene 10 51 39 39 28 12 ll 
ee 10 41 40 25 27 16 13 
Rs ccasewlitiads 10 42 44 23 29 19 15 
ll isccmtarmieselgiepoue: 11 46 40 22 25 24 15 
Se iminmnsanenes 11 42 41 24 26 18 15 
eicugineeatebanel 11 43 43 28 29 15 14 


1 This column includes 86 districts. 


TaBLe 7.—Civil cases pending on June 30, 1956 
PER JUDGESHIP 














Cases pending per Cases pending per 
judgeship judgeship 
Nature of suit Nature of suit 
C ‘lifor- | Nationa Califor- | National 
nia, south-| average nia, south-| average 
ern ern 
Total civil cases........ 139 236 || Federal question............- 25 44 
United States civil cases...... 80 74 RN ere citeennne 1 2 
Private civil cases...........-. 58 162 STEEE...ocasuatecasane 2 1 
——= | =—_——— Federal Employers’ Lia- 
United States plaintiff..._._.... 48 46 bility Act 1 8 
a Jones Act...... 3 16 
Land condemnation.....- 18 14 hg FO A a a fe, 9 5 
Se Other Federal question... 9 ll 
Other enforcement suits... 3 5 
Forfeitures and penalties. 2 4 || Diversity of citizenship...... 26 98 
Negotiable instruments... 13 8 
Other contracts........... 7 Q ae 4 il 
Other United States Other contracts .......... 10 2 
teins cicciiniememehe 5 7 Real property.-......-..- 1 3 
—=_—— Personal injury (motor 
United States defendant.....- 32 27 Cont a 3 34 
__ Personal injury (other)... 4 21 
Tort Claims Act.......... 7 7 Other diversity........... 3 9 
EE i. swncnmmmmshal 8 & —=—= 
Other United States de- DI assiecasasssnsces 8 2 
PE henecnécunceede 18 13 


sal | 


ep | 


Sores wo8elsii=amae uolt | 
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TABLE 7.—Civil cases pending on June 30, 1956—Continued 


AGE 


eng 
Age of civil cases pending 
































Total 

Jurisdiction pend- | Less 6 5 years 

ing than jmonths| 1to2 | 2to3 | 3to4 | 4to5 and 

6 tol years | years | years | years | over 

months} year 
aE te eee eee eee 

Total civil cases. .............- 1, 524 541 280 259 133 122 AG 140 
_————— —————  ———————— —————— i ————————— ee 
United States civil._......-.-......- 884 312 123 lll 73 95 39 131 
United States plaintiff........... 528 211 73 70 39 39 16 80 
United States defendant......... 356 101 50 41 34 56 23 51 
eS. Sb te 640| 229| 157| 148 60 27 10 9 
Federal question ................ 271 98 62 66 20 14 5 6 
SION -. dita nminhgtinodommtinants 282 102 76 60 28 9 4 3 
TEN ininencuaguabinnnamamets 87 29 19 22 12 a BS Pibokhouws 


Unirep Srates SENATE, 
February 20, 1957. 
Hon. Orn D. JOHNSTON, 
Chairman, Subcommittee on Improvements in Judicial Machinery, Committee 
on the Judiciary, United States Senate, Washington, D. C. 


My Dear Senator: I wish to thank you for the opportunity to appear before 
your subcommittee in connection with the hearings to be conducted on S. 420, the 
so-called omnibus judicial bill. 

Last year Senator Knowland and I introduced two judicial bills. They were 
§. 864 and 8. 927. The first of these bills was designed to provide a new third 
division of the northern judicial district of California. The second constituted 
Imperial and San Diego Counties in the State of California as a new and separate 
judicial district to be known as the southern district of California. 

The Senate Judiciary Committee in its final report on S. 1256, of the 84th 
Congress, included both of these proposals and the bill was so reported to the 
floor of the Senate. I was gratified at the action by the Senate Judiciary Com- 
mittee last year. 

At the beginning of the 85th Congress, Senator Knowland and I reintroduced 
the two bills mentioned above. They are S. 548 and 8S. 604, respectively. These 
two bills are identical with S. 864 and S. 927 of the 84th Congress. I again urge 
that S. 420 be amended to include the provisions of 8. 548 and S. 604. 

By reference I would like to include in this letter, in support of these proposals, 
all of the testimony and evidence presented to the Subcommittee on Improvements 
in Judicial Machinery of the Judiciary Committee in the 84th Congress. This 
information will be found in the published hearings of the subcommittee held 
March 4, May 26, June 8, and July 1, 1955. 

In addition, I would like to bring to the attention of the subcommittee to the 
report of the proceedings of the regular annual meeting of the Judicial Conference 
in the consideration of the matter of the need for additional judgeships reaffirmed 
its recommendations at the September 1955 session and again recommended the 
creation of one additional judgeship for the northern district of California. This 
recommendation is found on page 6 of the Conference report. 

In conclusion I would again like to state that in my judgment the evidence 
that has been presented to your committee in the past, together with the informa- 
tion presented in this letter, establishes a clear and convincing case for the creation 
of a new division for the northern judicial district of California and for the estab- 
lishment of a separate judicial district for Imperial and San Diego Counties in the 
State of California. 

Very sincerely yours, 
Tuomas H. Kucuet, 
United States Senator. 


a 
~_ 


23004°—58 _ §. Rept., 85-1, vol. 4 
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SHEeRwoop RosBeRTs AND JAMES F. Pricg, 
ATTORNEYs AT Law, 
La Jolla, Calif., April 10, 1957, 
Hon. Tuomas H. KucueEt, 
United States Senator, 
Senate Office Building, Washington, D. C. 
(Attention: Mr. Tappaan.) 

Dear Senator Kucuet: Enclosed please find a copy of a statement from the 
San Diego Bar Association Federal judicial district committee concerning a resolu. 
tion of February 19, 1957, of the Judicial Council of the Ninth Circuit, submitted 
by Chief Judge William Denman to the Senate Judiciary Committee. 

Attached to it are 2 letters, 1 from Chief Judge Yankwich of the southern dis. 
trict of California, and 1 by Chief Judge William Denman of the ninth circuit, 
which are of interest. 

I also enclose for your information a picture copy of an editorial in the San 
Diego Union reporting the recent action of the California Legislature in approving 
your bill 8. 604 for the estabiishment of a separate judicial district for San Diego 
and Imperial Counties and memorializing Congress to enact it. 

A similar statement will be sent to the House Judiciary Committee, which hag 
also received a copy of Judge Denman’s ninth circuit resolution. 

Various members of the committee will write the Senators and Congressmen on 
the House and Senate Judiciary Committees with whom they are personally 
acquainted. I will get off personal notes to the Senators whom I met in Wash- 
ington or who have corresponded with us on the bill. If you think it advisable I 
shall also try to get some of the civic organizations to renew their previous resolu- 
tions. I understand that numerous resolutions, such as those of the bar associa- 
tion which were submitted last year, have been incorporated in the records of the 
committee for this year, due to the excellent work of Mr. Tappaan. 

I was very giad that Judge Carter authorized such a strong statement to be 
included in our reply to the ninth circuit resolution. Judge Carter and Judge 
Weinberger in San Diego feel that the matter of the separate judicial district is 
a legislative matter, and they themselves desire not to engage in any controversy 
on the subject. Judge Carter feels particularly cautious on the matter, since if 
the district does go through he would be chief judge, as Judge Weinberger will 
undoubtedly retire within a year or two and Judge Carter was but recently trans- 
ferred from Los Angeles to San Diego. However, Judge Carter did feel that he 
could conscientiously answer the allegations as to the supposed subnormal 
judicial load of himself and Judge Weinberger. 

Enclosed is a picture copy of a statement in today’s San Diego Union by United 
States Attorney Laughlin Waters which shows we need another assistant United 
States attorney here because of the growth of civil suits against the Government, 

Meanwhile, our two present assistants are leaving, as the statement shows. 
The assistants here have a criminal calendar excluding wetbacks almost as large 
as Los Angeles which is the largest district in the country but not the pay or 
status of being United States attorneys. The grand jury meets every 2 weeks, 
more often than most districts. The situation is really serious. The ninth 
circuit resolution has really hurt morale here, particularly the erroneous reference 
to ‘‘part-time’’ employees. 

The present southern California district has really become unwieldly and hard 
to control efficiently. Duplicate files of the clerk and United States attorney are 
required for the southern division in both Los Angeles and San Diego and the 
telephone tolls and travel expenses are heavy. 

I feel that we are faced with an emergency situation. 

Should you think that another trip to Washington by Mr. Fletcher or myself 
would be productive, we will try to arrange it immediately after April 15 tax 
time. I do feel that this year an omnibus judicial bill will go through. It has 
been a long, hard fight, but the bar association has never waivered in its determi- 
nation. It is due to the excellent work of you, Senator Knowland, Mr. Tappaan, 
and Mr. Gleason that the Senate Judiciary Committee approved the bill last year. 

We find that our one copy of the pertinent Senate Judiciary Committee Report 
concerning the bill last year was lent to one of our officials and not returned, 
I would appreciate two copies if you have them. 

Very truly yours, 
SHEeRwoop RoBEsTSs. 
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Unitep States Districr Court, 
SourHern District or CaLirorRNiA, 
Los Angeles, Calif., December 27, 1954. 
Mr. Sperwoop RosBerts, 
Attorney at Law, La Jolla, Calif. 

Dear Mr. Roserts: I have your letter of December 23 enclosing the report of 
the bar association relating to the creation of a separate judicial district for San 
Diego and Imperial Counties. 

The judges of this court, some months ago, decided to assign a second judge 
on a rotation basis to San Diego. The result has been very satisfactory and 
there are no cases available for trial between now and February 1. I am of the 
view that if the calendar is kept moving, as it has been, very little time will have 
to be spent by a second judge in the future. So far as a separate district is con- 
cerned, that is a legislative matter. 

I know that San Diego resents the fact that it is a part of a larger district. 
This view has been repeatedly expressed not only by the bar but by the news- 
papers. If you can convince the Congress of the United States of the need of a 
separate district, I am quite certain that none of the judges of this court will 
stand in the way. Indeed, I doubt if they will be consulted. I know one Con- 
gressman from this district, Mr. Hillings, has advocated the creation of such a 
district, although he does not come from San Diego. He has never written to me 
or to any other member of this court, so far as I know, to ask our views. The 
only occasion in which our views were asked and were expressed was when it was 
desired to put into the statute a requirement of residence in San Diego. That 
requirement existed only as to two other districts in the United States and the 
last Congress eliminated the provision from the law, but provided that if there is 
no agreement among the judges, the Judicial Conference should determine that. 
This is the law at the present time and the Judicial Council of the Ninth Circuit 
has approved our action relating to San Diego. 

In sum, there is nothing before the members of this court relating to San Diego 
at the present time which requires any action. 

Sincerely yours, 
Leon R. YANKWICH, 
Chief United States District Judge, 


Unirep States Court or APPBALs, 
Nintu Jupicrat Circuit, 
San Francisco, Calif., January 6, 1956. 
SHerwoop Roserts, Esq., 
La Jolla, Calif. 

Dear Mr. Roperts: As the lobbyist of the ninth circuit continually presenting 
material to Congress for the increase in its judgeships to correspond with its 
increased population, please extend my congratulations to your committee member 
who has put together your recommendation for a permanent judgeship for the 
San Diego area and for the creation of a district there. 

I should be interested to know what has happened during the last 3 months 
with regard to the disposition of your litigation. We are pressing for the appoint- 
ment to fill the place of Judge Beaumont and the new judgeship created by 
Congress. The 11th judgeship would seem to make possible a continuous service 
by assignment in your area of the necessary judges there. 

Very cordially yours, 
Wittiam Denman, Chief Judge, 


STATEMENT OF THE FEDERAL JupiIcI1AL District COMMITTEE OF THE SAN DreGo 
County Bar AssocraTION IN Respect TO A RESOLUTION OF THE JUDICIAL 
CouNcIL oF THE NINTH CrrcuIT RE SENATE BILu 604 


INTRODUCTION 


The Federal judicial district committee of the San Diego County Bar Associa- 
tion has previously submitted a statement to the subcommittee in support of 
Senate bill 604 which would convert the present southern division of the south- 
ern district of California, comprising San Diego and Imperial Counties, into a 
separate judicial district. 
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Since the submission of this statement, the committee has been apprised that 
the Judicial Council of the Ninth Circuit has submitted a resolution opposing 
Senate bill 604. It is felt that certain statements in the resolution did not present 
the full picture, and the Federal judicial district committee accordingly respect. 
fully submits the following statement: 


ANALYSIS OF THE RESOLUTION OF THE NINTH CIRCUIT 


The resolution makes three basic contentions: 

(a) That the judicial burden is subnormal in the southern division (San Diego 
and Imperial Counties). 

(b) That the creation of a new district would be very expensive, adding perma. 
nent officers whose functions are now handled by subordinates, largely part time, 

(c) That in September 1948 the Judicial Conference recommended against 
establishing any new districts. 

These contentions will be taken up in order: 

1. The judicial burden is not subnormal as contended in the resolution but is, 
in fact, heavy. 

The contention is made that because of a subnormal judicial burden 1 of the 2 
judges permanently residing in the southern division is enabled to serve in the 
central division (Los Angeles) and that creation of the proposed district would 
result in the loss of judicial service to the central division. It is said that the civil 
burden is light and that the criminal calendar, though numerically large, is prin- 
cipally composed of the insignificant, time-consuming immigration cases. 

The Honorable James M. Carter, assigned from Los Angeles in 1956 as San 
Diego’s second permanent judge, when interviewed by the bar association com- 
mittee, disputed this statement and authorized this quotation, “‘I have worked as 
hard here as I did in Los Angeles. In fact, I now have to work Saturdays to 
keep up.” 

The facts are that the number of all criminal cases processed in the central 
division (Los Angeles, Orange, and Riverside Counties) during the period 1951-55 
totaled 3,068 and those for the southern division (San Diego and Imperial Coun- 
ties) totaled 6,728, or 31 percent for the central division and 69 percent for the 
southern division. This figure does include routine illegal entry and reentry 
cases (wetback), the so-called routine immigration cases, 

The following figures are indicative: 


Average number of criminal cases pending at the end of each month 


1952 | 1953 


All cases, All cases, 

















excluding | Illegal excluding Illegal 
illegal entries and} illegal _| entries and 
entries and| reentries | entries and| reentries 
| reentries | | reentries 
' | 
Central division (Los Angeles, Orange, and Riverside | 
Ce on ean : : Se, 137.8 (1) | 172.9 0) 
Southern division (San Diego and Imperial Counties) _- 198. 0 126. 4 183. 7 2124.3 
' 











1 No figures available. 
2 Average of 8 months. 


Note.—The Los Angeles clerk’s office has never separated the illegal entry and reentry cases from the 
criminal] totals for the central division. In 1953 he also discontinued a breakdown for the San Diego area. 


Average number of prisoners awaiting trial each month, excluding wetbacks 


———— 














| 1952 | 1953 19541 
Central division (Los Angeles, Orange, and Riverside Counties)....| 33.5 48.6 64.4 
Southern division (San Diego and Imperial Counties) -......-....-.-| 62.7 | 67.5 79.3 
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Judge Carter confirmed that neither he nor the other resident judge had been 
able to try any case in Los Angeles since the first of the year and that it would 

robably be some time before either of the judges here could do so. 

The establishment of a district would not preclude judges from this district 
serving elsewhere when the calendar permitted. For example, before Judge 
Carter was assigned here permanently in 1956, judges were assigned here to 
assist Judge Weinberger not only from Los Angeles but from districts in Hawaii, 
Portland, and Arizona during the past few years. 

Thus, the southern division criminal calendar is nearly as heavy as the central 
division’s, even when the routine wetback cases are eliminated, despite the dis- 
parity in size in the two divisions. Due to a change in immigration policy in 
1954 resulting in deportations without trial except in serious cases, both divisions 
ow have substantially fewer wetback cases than formerly. However, the wet- 
back eases now being processed are confined to the repeat offenders or bad actors. 
Thev are not insignificant but are time consuming. 

The proportionately heavier criminal calendar of San Diego compared with 
that of Los Angeles, despite Los Angeles’ larger size, is due to the facts that there 
is an enormous concentration of military and defense activities under Federal 
jurisdiction in the San Diego area, the southern division constitutes California’s 
boundary with Mexico with resultant narcotics, smuggling, theft and flight prob- 
lems, and the great growth of the port. 

In number of cases the civil calendar is not large in San Diego but is increasing 
with San Diego’s explosive growth as California’s fastest growing county. 
Imperial County, with its fertile, irrigated acres, is also continuing its growth. 

The civil cases due to local circumstances are quite important and time con- 
suming. In comparison with other divisions of California, San Diego is heavy in 
patent litigation, in tort claims against the Government, and in condemnation 
eases. This is due to the presence of many aircraft and electronic companies 
here and to the huge concentration of military establishments. 

For example, Judge Carter has been tied up in a trial since January in a condem- 
nation suit concerning acquisition of Convair plant No. 2 for the F—102-A inter- 
ceptor. This will continue until the middle of May at least. Next will come the 
Fallbrook case settling water rights of hundreds of people as to the Government’s 
claims concerning water for reservation Camp Pendleton, the largest Marine 
base and reservation in the world. This will require several months. 

Tort cases are increasingly important. On January 21, 1957, a judgment of 
$215,000 was rendered in Allen v. United Aircraft, one of the largest if not the 
largest personal injury or death verdicts in the Federal courts. In Ross v. 
United States, decided recently, $210,000 was awarded in a tort claims case. By 
agreement and mandate this was reduced to $175,000 on March 22, 1957. 

Civil cases against the Government are increasing to such an extent that the 
United States attorney for southern California announced today he hoped to 
secure another assistant United States attorney for San Diego (exhibit A, San 
Diego Union clipping of April 10, 1957). 

For many years attorneys hesitated to transfer diversity cases into the Federal 
court or try seamen’s compensation cases since adequate judicial service was not 
provided, and many cases were transferred to Los Angeles with inconvenience to 
counsel and litigants. This situation is changing now. 

The judicial load is far from subnormal. The criminal calendar, excluding 
wetbacks, has always been far above normal here. The civil cases here are im- 
portant and time consuming and are increasing in number. The spectacular rise 
in the economy here will be reflected inevitably in numbers of civil case filings. 
The knowledge that civil cases wili be tried here by permanent judges and not by 
judges on rotation and not transferred to Los Angeles will accelerate this trend. 

2. The creation of the new district would not be expensive. 

The resolution transmitted to your committee by Chief Judge Denman states 
that the new district would require a large salary increase because of “added 
permanent district officers of a United States attorney, a clerk of the court and 
deputies, a marshall, a crier, and a probation officer, though the services of these 
officers is now adequately performed by existing subordinates of the present 
district, largely part time.’ [Italics ours.] 

The present division already has 2 judges, 2 law clerks, 2 criers, 2 judges’ 
secretaries, and 2 court reporters; 4 probation officers with 3 clerk-typists; 4 
deputy marshals with extra guards as needed; 2 United States commissioners 
with extended jurisdiction; 2 assistant United States attorneys with 3 clerk- 
typists; 4 deputy clerks and 1 referee in bankruptcy with 3 clerk-typists. 
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The publication of the ninth circuit’s resolution transmitted by Chief Judge 
William Denman to Congress has had an adverse effect on personnel morale at 
the Federal courthouse. Most of the personnel here have been on a full-time 
civil-service basis for many years and resent any allegations that their work is 
part time. The only part-time employees are extra guards employed as needed 
by the marshal’s office. 

The Federal district courthouse was recently remodeled to provide for two 
courtrooms and all the other facilities for a district. No new construction will 
be needed. Increases in salaries, if a district were authorized, would not be large, 

As elsewhere, the United States commissioners are on a fee basis and employ 
their own help. A district would require no change. 

Whether or not a district is established will make no differences as to whether 
or not the referee’s salary is increased. If bankruptcy cases continue to rise he 
will be entitled to an increase according to law. 

The probation office is the 13th largest in the Federal jurisdiction, larger than 
many present districts. This reflects the criminal calendar here. The probation 
officer in charge, as chief probation officer of a district, would receive only $115 
more a year over his present salary. 

The head clerk and the deputy marshal in charge would be entitled to increases 
of only $955 and $750 to $1,000 a year, respectively, on change of status. 

The largest increase would be in the salary of the United States attorney. 
The assistant in charge now receives $8,500 a year for running, with 1 assistant 
only, 2 courts and a grand jury which meets every other week regularly, with 
one of the heaviest criminal calendars in the country. A United States attorney 
would be increased to a salary of $12,000 to $20,000 a year. 

No other increases in salary would be required by the establishment of a district, 

It has been difficult to keep qualified attorneys in the position due to the 
heavy burden and low salary. The second assistant United States attorney has 
already given notice. No replacement is in sight at this writing. (See exhibit A.) 

The United States attorney’s office should have an additional assistant now, 
as stated by Mr. Laughlin Waters, the United States attorney in Los Angeles. 
With the district this additional assistant would be a necessity to handle the 
important Government civil litigation now handled out of Los Angeles at great 
per diem and travel expenses. 

The bar association has long felt that one of the chief reasons for the district 
would be to provide a strengthened United States attorney’s office, paying ade- 
quate salaries, with direct access to Washington, and with full local authority to 
coordinate with Mexican, local and military authorities, and the regional office 
of the FBI which is located in San Diego. 

Thus, the only increased expense would be about $6,000 to $9,000 increase in 
salaries in present personnel and the hiring of another assistant United States 
attorney who is actually needed right now. 

Against this must be offset the savings in extensive per diem, travel, and 
telephone expense between here and Los Angeles. Another useless expense 
which would be eliminated is the present requirement of duplicate United States 
attorney’s and court clerk’s files here and in Los Angeles. 

This does not include the expenses to attorneys and litigants, and other Govern- 
ment employees who must often travel to Los Angeles, particularly in connection 
with San Diego Government civil litigation handled out of that office. 

Thus, it is submitted that the increase in service and efficiency would far out- 
weigh the slight expense involved and that money actually would be saved in 
the long run to the Government by creating the new southern district of Cali- 
fornia. 

3. There has been an enormous growth in California and San Diego since 1928 
when the last new Federal district was formed. 

It is obvious that there has been an explosive growth in population and industry 
on the west coast, far greater than the rest of the country since 1928. From 1950 
to 1955 California increased from 6,787,148 to 13,658,133. 

San Diego County increased from 289,348 in 1940 to 864,600 in January 1957. 
San Diego County’s growth was 92.4 percent from 1940 to 1950, compared with 
the remainder of southern California (the Los Angeles area) of 53.9 percent, and 
the national average of 14% percent. ls 

The present population of Imperial County is 85,000, so that the southern divi- 
sion now has 950,000, approximately, compared to 809,600 when the district bill 
was first introduced in 1954. In 1958 the population should be over a million, 
and in 1965 the new district should have a population of at least 1,420,320. 
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California, although second in population and also second in geographic size, 
has but 2 districts compared to 4 for New York and Texas and 3 each for Georgia, 
Alabama, Tennessee, Illinois, North Carolina, Oklahoma, and Pennsylvania. 

San Diego is the third largest metropolitan area in California. The other two 
metropolitan districts are San Francisco-Oakland and Los Angeles. The popula- 
tion of the proposed district already exceeds the present districts of Rhode Island, 
Arizona, Utah, New Mexico, South Dakota, North Dakota, Montana, Idaho, 
New Hampshire, Vermont, Delaware, Wyoming, and Nevada. 

The present southern district of California extends from above Santa Barbara 
to the Mexican border, and contains two large and fast-growing metropolitan 
areas, San Diego and Los Angeles. It is also the largest of the 94 districts, with a 
population swollen to 8,600,000. (See exhibit A.) It is now time in the interests 
of efficiency to establish the third California district. 

It is submitted that a policy appropriate to 1928 should not control today’s 
decisions in view of the revolutionary population and economic explosion in the 
West, involving what is now described as the greatest peacetime migration in 
history. 

CONCLUSION 


The statement contained in the ninth circuit resolution against passage of 
§. 604, submitted by Chief Judge William Denman, that the judicial burden in 
the southern division is ‘‘subnormal,” is not substantiated but is, in fact, refuted 
by the statements of Judge Carter and the statement that increases in civil 
cases against the Government require enlargement of the United States attor- 
ney’s office here, nor is the charge established that present court employees are 
working “largely part time’’ and that establishment of the new district would 
be very expensive. 

The present opposition of Chief Judge Leon R. Yankwich, of the southern dis- 
trict, and Chief Judge William Denman, of the ninth circuit, is not consistent 
with their statements when the proposal for a new district was first proposed to 
them and to Congress in 1954. Attached are copies of a letter from Judge 
Yankwich dated December 27, 1954, exhibit B, and one from Judge Denman 
dated January 6, 1955, exhibit C. 

The San Diego County Bar Association, through its Federal judicial district 
committee, submits that the reasons for the establishment of a district for San 
Diego and Imperial Counties are even more cogent than when the Senate 
Judiciary Committee approved the project at the last session. 

Respectfully submitted. 

FEDERAL Jupic1aL District COMMITTEE OF THB 
San Dieco County Bar Association, 
By SHERwoop Roperts, 


OAKLAND, Cauir., February 19, 1957. 
Senator Witt1Am F. KNow ann, 
Senate Office Building, Washington, D. C.: 


At its meeting today, the board of directors of the Oakland Chamber of Com- 
merce unanimously went on record reaffirming our position taken on February 
7, 1955, urging the establishment of an eastern division for the United States 
district court in Alameda County. With the rapid growth of industry, commerce, 
and population, the need for a court is greater now than ever. Our directors urge 
passage of §. 420 and §. 548, 

W. A. SPARLING, 
General Manager, Oakland Chamber of Commerce. 


County or ALAMEDA, 
Boarp OF SUPERVISORS, 
Oakland, Calif., February 14, 1957. 
Senator Wituram F. Knowranp, 
Senate Office Building, Washington, D. C. 


Dear Senator KNow.anp: It has come to my attention that an omnibus bill 
which would provide for the location of a Federal court in Alameda County is 
to be heard by the Senate Judiciary Committee this Monday morning. 

The board of supervisors have unanimously gone on record in support of a 
branch Federal court being located in Alameda County. This reaffirms our posi- 
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tion of 2 years ago, at which time we also unanimously approved the resolution 
which is enclosed. 
Thank you for your interest and support. 
Most sincerely, 
LELAND W. Sweeney, 
Chairman, Board of Supervisors; Supervisor, Third District, 


OakLanp, Cauir., February 19, 1957, 
Hon. Witi1am F. KNowLanp, 
Senate Office Building, Washington, D. C.: 

Board of Supervisors of Alameda County today adopted a resolution requesting 
Congress to establish an eastern division for the United States District Court, 
Northern District of California, to be located in the city of Oakland, County of 
Alameda, State of California, and that an additional judgeship be created for said 
court, 

LELAND W. SWEENEY, 
Chairman, Board of Supervisors, Alameda County, 





ReEsouvution No. .—RECOMMENDING THE ESTABLISHMENT OF AN EASTERN 
DIVISION FOR THE UNirep States District Court, NORTHERN DISTRICT oF 
CALIFORNIA, WitH Court To Bre HELD at THE CouNTY SEAT OF ALAMEDA 
CouUNTY AND FOR THE CREATION OF AN ADDITIONAL JUDGESHIP FOR Suc# 
DIVISION 


Whereas it has been estimated that the residents of Alameda and Contra Costa 
Counties are the litigants in approximately one-third of the Federal cases now 
pending and being filed in the United States District Court at San Francisco; 
that it is essential to adequately serve the people of the area that an eastern divi- 
sion for the United States district court be established for said counties; that an 
additional judgeship be created for such division and that a Federal district judge 
be permanently assigned to such eastern division; and 

Whereas it has been reported that Alameda County is 1 of only 4 counties in 
the United States with a population in excess of 700,000 and no United States 
district court division for its people; and 

Whereas it has been reported that Alameda County is the only commercial, 
industrial, and agricultural entity of its size without district court division 
representation; and 

Whereas the compiled statistical data and other pertinent information contained 
in the report compiled by the Alameda County Bar Association on the reapplica- 
tion for establishment of an eastern division (Alameda-Contra Costa Counties) 
of the United States District Court, Northern District of California clearly sub- 
stantiates and emphasizes the recommendations contained herein; and 

Whereas it is believed that the establishment of another division for the United 
States District Court, Northern District of California, is inevitable and that such 
division will be established in northern California and in an area other than in the 
city and county of San Francisco, State of California; and 

Whereas the county seat of Alameda County is the logical place for the holding 
of court for such eastern division for the conducting of Federal litigation and the 
transaction of all Federal Government business in which are involved the residents 
of our East Bay counties; and 

Whereas it is believed imperative that immediate and constructive action be 
taken in the interest of our community in view of the fact that the location for 
such court is not assured to the East Bay and that there is now pending before the 
Congress of the United States an omnibus bill for the judiciary in which the loca- 
tion of such court should be determined: Now, therefore, be it 

Resolved by this Board of Supervisors of the County of Alameda, State of California, 
as joliows: 5 

(1) That there be established an eastern division for the United States District 
Court, Northern District of California; 

(2) That an additional judgeship be created for such division; 

(3) That the court for said eastern division be held at the county seat of 
Alameda County, Calif.; and 

(4) That a Federal district court judge be permanently assigned to such eastern 
division at the county seat of Alameda County, Calif. 
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I certify that the foregoing is a correct copy of a resolution adopted by the 
Board of Supervisors, Alameda County, Calif., February 19, 1957. 
Attest: 
Jack G. BLugE, 
County Clerk and Ex Officio Clerk of the Board of Supervisors, 
LovisE ALLEN, 
Deputy. 





SraATEMENT OF GILBERT D. CALDEN, CHAIRMAN OF THE COMMITTEE ON FEDERAL 
Courts, ALAMEDA County Bar ASSOCIATION IN Support oF S. 420 AND 
S. 548 


Mr. Chairman and members of the Judiciary Committee, my name is Gilbert 
D. Calden. I appear in behalf of the Alameda County Bar Association committee 
on Federal courts in support of S. 420 and 8S. 548. 


PENDING SINCE 1948 


The effort to have a division of the Federal court established in Alameda 
County has been actively urged since 1948, having been undertaken as a joint 
venture by the Alameda County Bar Association and the Contra Costa County 
Bar Association. 

The pending resolution is for the establishment of an eastern division for the 
United States district court is in recognition of the work of committees of the 
association, covering a period of over 9 years, on behalf of the people of the area 
concerned. The original request for such legislation was made to Congress in a 
joint resolution of the Alameda County Bar Association, Contra Costa County 
Bar Association, and the Oakland Chamber of Commerce on April 18, 1949 

Population and industrial growth has, since that time, made the need even 
greater. To apprise Congress of this need the Alameda County Board of Super- 
visors, Oakland City Council, Oakland Chamber of Commerce, and Alameda 
County Bar Association have jointly sponsored 2 delegations; 1 to the 83d 
Congress and a second to the 84th Congress. 

The area generally described here as the East Bay is comprised of Alameda 
County (with a population of 880,000 and an area of 734 square miles) and con- 
tiguous Contra Costa County (with a population of 350,000 and an area of 733 
square miles). The county seat of Alameda County is the city of Oakland, Calif., 
with a population in excess of 400,000 located on the continental side of San 
Francisco Bay at the approximate center of the two-county area and accessible 
by freeway to all points of the East Bay. 


CONVENIENCE OF COURT 


A trial court should be conveniently placed, and located as near to the center 
of population of an area as possible. The geography of the area concerned is 
such that the city of San Francisco is locked on a peninsula between the bay and 
the ocean, and as a result, has become the third most densely populated city in 
the United States. By reason of this lack of floor space the natural growth has 
been east. As a result of this growth the East Bay, on the continental side of 
San Francisco Bay has become a definite segment of the original population. 
The density of the San Francisco population and the barrier of the bay mean 
that Alameda County is now and will be the population center of this growing 
area for many years to come, 


INACCESSIBILITY OF THE PRESENT COURT 


The practica! effect of the absence of a Federal trial court in a center of popula- 
tion of over 1,230,000 is that all litigants having their residence or place of business 
in the East Bay (and who are parties to approximately one-third of the civil and 
one-half of the criminal matters in the southern division) are compelled to expend 
substantial additional time and money in such litigation. A further effect is that 
by reason of such inaccessibility it is not considered practical for such litigants to 
employ the services of their own East Bay lawyers to handle matters in the 
Federal courts. The litigant is, therefore, compelled to have his own lawyer 
associate a San Francisco attorney have him refer the matter to a San Francisco 
attorney, or he is obliged to seek new counsel in San Francisco. 

_ Due to this inaccessibility only about 10 firms, of some 1,000 lawyers practicing 
in the East Bay, represents clients in the district court. Those firms are in 
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specialized tax, patent, or personal injury work and in the usual case, the lawyer 
for the firm handling district court matters does not purport to handle generaj 
East Bay practice. 

By reason of the very nature of their occupation what might appear accessible 
to a judge, to whose courtroom a well organized case had best be presented, would 
not be so to the litigants, witnesses, and jurors who have their own businesses 
which must be kept operating during the interim or to a practicing lawyer with 
his problems of clients, witnesses, exhibits, jurors, citations, depositions, plus the 
ever-present problems of the other clients which have to be constantly processed, 

Further, the habits of the lawyers and litigants are such that court business 
tends to center at the county seats. That the legal business done in Alameda 
and Contra Costa Counties is about equal to that done in San Francisco is eyi- 
denced by the fact that those East Bay counties have approximately the same 
number of judges as San Francisco in the California trial courts of unlimited 
jurisdiction maintained in each, 


THE BRIDGE AS A BOTTLENECK 


The East Bay has access to the San Francisco peninsula only by the San Fran- 
cisco-Oakland Bay Bridge. The present car load on that bridge is in excess of 
90,000 cars each day, the bulk of which are going from the East Bay to San 
Francisco between 8 and 9 a. m. and returning to the East Bay between 4:30 and 
6 p.m. The elapsed time one way from downtown Oakland, the county seat of 
Almeda County, in the East Bay, to the district court in San Francisco, given 
favorable parking conditions, is about 1 hour. From East Bay down-county 
points, the time would be a minimum of an hour and a half to 2 hours each way. 

In the area in question transportation is predominantly by automobile; inter- 
urban transit facilities as they exist in the New York area are unknown. The trip 
by train to San Francisco from the East Bay is on a half-hour schedule and necessi- 
tates at least 1 and possibly 2 transfers. Considering the inevitable waits, 1 hour 
each way would be a minimum. 


COST OF COURT 


The northern, one-judge, division at Sacramento, Calif., has been a practical 
demonstration of the economy and efficiency and has afforded an accurate test 
case for costs of operation. 

A 1-judge unit operating as an integral part of the 6 courts in San Francisco 
costs $48,889 or thereabouts per year; a 1-judge unit operating as a separate entity 
at Sacramento costs $50,995 or thereabouts per year. There is no increase in 
court personnel for such decentralization. The difference in cost of $175 or there- 
abouts per month will, in the East Bay, be more than offset by the savings to liti- 
gants, witnesses, and jurors and the savings to the Department of Justice for 
Federal Bureau of Investigation expense. This latter expense is attributable to 
the fact that each East Bay arrest necessitates an average of 6 to 8 trips to San 
Francisco with a commensurate loss of time and manpower. At the present time, 
East Bay arrests average not less than 10 each month. This means the loss of 
140 man-hours per month at a cost to the Department of Justice of not less than 
$700 or thereabouts per month. 

The creation of such an eastern division will complete a judicial unit for the 
East Bay—there already being permanently assigned to the county seat of 
Alameda County a United States referee in bankruptcy; a United States com- 
missioner; a deputy United States marshal; and a Department of Justice, Federal 
Bureau of Investigation, staff. 


COST OF COURT FACILITIES 


No new construction is required. The most desirable space would be the 
central wing of the post office building at Oakland, Calif., the county seat of 
Alameda County, a location within two to three blocks of the other principal East 
Bay courts. 

Space in the post office building has become available by reason of the recent 
construction of a block-sized post office annex at Cypress Street and West Grand 
Avenue, Oakland, Calif., where substantially all of the business is handled, and 
the leasing by the Department of Health, Education, and Welfare, for its social 
security office, of a four story building at 1504 Clay Street in Oakland. The 
existing building was structurally constructed in contemplation of the possible 
future installation of a courtroom, 
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The cost of converting comparable space for courtroom purposes, made in an 
existing building two blocks away to provide space for a State of California trial 
court of unlimited jurisdiction, was $5,500. 


NATIONAL TREND OF FEDERAL AND COMMERCIAL FACILITIES 


During World War II the United States Navy put its navy yard at Hunters 
Point, San Francisco, but for the shipment of main supplies it built the biggest 
naval supply depot in the world, the Oakland Naval Supply Center, in Oakland. 
The Oakland Army Base and the Naval Air Station, Alameda, each also a billion- 
dollar-plus installation, are located in Alameda County, on the continental side of 
San Francisco Bay. 

Commercial enterprises have recognized and followed that trend. The main 
continental station of the telephone company is in Oakland; the chief load center 
for the Pacific Gas & Electric Co. in the 3-million population, 9-county ba 
area, is Oakland, and necessary facilities have been established, as demanded, 
to meet that need. 

It is respectfully submitted that every consideration be given to the early 
passage of this much-needed legislation. 


Unitep States Court or APPEALS, 
NintxH Jupictat Crrcvlt, 
San Francisco, Calif., February 21, 1957. 


Re §. 604 and H. R. 229, H. R. 2523, H. R. 2532, and H. R. 4827, seeking to create 
an unnecessary district for San Diego and Imperial Counties. 


Hon. Wit1i1aM F. KNow.anp, 
United States Senator, 
Senate Office Building, Washington, D. C. 

Dear SENATOR KNoWLAND: Herewith the resolution of the Judicial Council of 
the Ninth Circuit stating its reasons for opposing the above bills, with their large 
increase in costs and taxation and their decreases of the fluid services of the 11 
judges of the present district, by restricting 2 of them to the new district, when 
l of them has abundant time for service in the other divisions. 

Please advise the Judicial Council if there is any error in the statements of the 
enclosed resolution and of any reason why the long-established policy of both the 
Judicial Conference of the United States and of Congress, against creating addi- 
tional districts out of those now existing, should be abandoned. 


Cordially, 
Wituam Denman, Chief Judge. 


RESOLUTION OF THE JUDICIAL COUNCIL OF THE NINTH CIRCUIT 


Whereas the southern division of the United States District Court for the 
Southern District of California, consisting of San Diego and Imperial Counties, 
has two district judges permanently residing therein; and 

Whereas the average number of civil docketings per judge for the fiscal year 
1956 is but 75, while the average per judge for all the 262 United States district 
judges, including the 34 recommended by the Judicial Conference of the United 
States is 196. That is to say, that the average civil burden for each district judge 
in the southern division is but 38 percent of that of the average of the 262 district 
judges while the criminal calendar though numerically large is principally com- 
posed of the insignificant time-consuming immigration cases; and 

Whereas this subnormal judicial burden of the southern division judges enables 
one or the other to serve in the central division without diminishing the prompt- 
ness of their judicial service in the southern division; and 

Whereas the creation of a new district, in addition to this loss of judicial service 
to the central division, would require a large salary increase in the creation of its 
added permanent district officers of a United States attorney, a clerk of the court 
and deputies, a marshal, a crier and a probation officer, though the service of 
these officers is now adequately performed by existing subordinate officers of the 
present district largely parttime; and 

Whereas the district judges of the southern division are persons most familiar 
with the requirements of litigants there and both are opposed to the creation of a 
new district; and 
_ Whereas the Judicial Conference of the United States, created by Congress in 
title 28, United States Code, section 331, to advise it in judicial legislation, has 
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repeatedly recommended against such a wasteful creation of unnecessary distrietg 
stating at its September meeting in 1948: ; 

“Be it resolved, That, henceforth, the Judicial Conference of the United States 
will definitely oppose the creation of any additional judicial district; and, where 
it is found that additional judicial service is necessary, it will recommend that 
such service be provided by the creation of additional judgeships within the then 
existing judicial districts” (p. 35 of the September 1948 report of the Judicia} 
Conference) ; and 

The policy of Congress has been shown in the fact that no new district court of 
the United States has been created of an existing district since April 21, 1928; 
and 

Whereas the Judicial Conference of the Ninth Circuit, in June 1955, resolved 
against the creation of such a new district out of the present southern district of 
California: Now, therefore, it is 

Resolved by the Judicial Council of the Ninth Circuit, That Congress do not adopt 
8. 604, H. R. 229, H. R. 2523, H. R. 2532, or any other bill creating a separate 
United States district court for Imperial and San Diego Counties. 

Dated at San Francisco, Calif., this 19th day of February 1957. 


ResouutTion No. 35522 or THE OAKLAND Crry CouncIL 


RESOLUTION RECOMMENDING THE ESTABLISHMENT OF AN EASTERN DIVISION FOR 
THE UNITED STATES DISTRICT COURT, NORTHERN DISTRICT OF CALIFORNIA, WITH 
COURT TO BE HELD AT THE COUNTY SEAT OF ALAMEDA COUNTY AND FOR THE 
CREATION OF AN ADDITIONAL JUDGESHIP FOR SUCH DIVISION 


Whereas it has been estimated that the residents of Alameda and Contra Costa 
Counties are the litigants in approximately one-third of the Federal cases now 
pending and being filed in the United States district court at San Francisco; that 
it is essential to adequately serve the people of the area that an eastern division 
for the United States district court be established for said counties; that an 
additional judgeship be created for such division and that a Federal district judge 
be permanently assigned to such eastern division; and 

Whereas it has been reported that Alameda County is 1 of only 4 counties in 
the United States with a population in excess of 700,000 and no United States 
district court division for its people; and 

Whereas it has been reported that Alameda County is the only commercial, 
industrial, and agricultural entity of its size without district court division repre- 
sentation; and 

Whereas the compiled statistical data and other pertinent information contained 
in the report compiled by the Alameda County Bar Association on the reapplica- 
tion for establishment of an eastern division (Alameda-Contra Costa Counties) 
of the United States District Court, Northern District of California clearly 
substantiates and emphasizes the recommendations contained herein; and 

Whereas it is believed that the establishment of another division for the United 
States District Court, Northern District of California is inevitable and that such 
division wil! be established in northern California and in an area other than in the 
city and county of San Francisco, State of California; and 

Whereas the county seat of Alameda County is the logical place for the holding 
of court for such eastern division for the conducting of Federal litigation and the 
transaction of all Federal Government business in which are involved the residents 
of our East Bay counties; and 

Whereas it is believed imperative that immediate and constructive action be 
taken in the interest of our community in view of the fact that the location for 
such court is not assured to the East Bay and that there is now pending before 
the Congress of the United States an omnibus bill for the judiciary in which the 
location of such court should be determined: Now, therefore, be it 

Resolved by the Council of the City of Oakland as follows: 

1. That there be established an eastern division for the United States District 
Court, Northern District of California. 

2. That an additional judgeship be created for such division. 

3. That the court for said eastern division be held at the county seat of Alameda 
County, Calif. 

4. That a Federal district court judge be permanently assigned to such eastern 
division at the county seat of Alameda County, Calif. 

Further resolved, That a copy of this resolution be forwarded to United States 
Senators William F. Knowland and Thomas H. Kuchel, the Judiciary Committee 
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of the United States Senate, and the Judiciary Committee of the House of Rep- 
resentatives, Congressmen John J. Allen, Jr., and George P. Miller. 

I certify that the foregoing is a full, true, and correct copy of a resolution 
passed by the City Council of the City of Oakland, Calif., on February 19, 1957. 
[spat] Guapys H. Murpay, City Clerk, 

Per M. Caturo, Deputy. 


ASSEMBLY, CALIFORNIA LEGISLATURE, 
Sacramento, Calif., March 18, 1957. 
Hon. Toomas H. Kucnet, 
United States Senate, Washington, D. C. 

My Dear Mr. Kucuet: May I invite your attention to the enclosed copy of 
Assembly Joint Resolution No. 14, adopted by the California Legislature on 
March 12, 1957. 

An acknowledgment of the receipt of this resolution will be appreciated. 

Respectfully yours, 
ArtHur A, OHNIMUS. 


AssEMBLY Joint Reso.tutTion No. 14 


Adopted in Assembly March 6, 1957 








, Chief Clerk of the Assembly. 
Adopted in Senate March 12, 1957 








, Secretary of the Senate. 
This resolution was received by the Secretary of State this ....-- day of 

bb ON elie oewidewe , 1956, at __.__. o’clock __m. 

, Assistant Secretary of State. 








CHAPTER — 


AssemBiy Joint Resouution No. 14—REwLaATIVE TO ESTABLISHMENT OF A NEW 
AND SEPARATE FEDERAL JUDICIAL DISTRICT FOR THE SOUTHERN DISTRICT OF 
CALIFORNIA 


Whereas the city of San Diego is the center of a metropolitan area with an 
estimated population in excess of 700,000 and is one of the most rapidly growing 
in the Nation; and 

Whereas this metropolitan area is detached and geographically separated from 
the Greater Los Angeles metropolitan area; and 

Whereas San Diego and Imperial Counties have come to constitute a third 
distinct area of population concentration in California; and 

Whereas these counties are now included in the judicial district for the southern 
district of California; and 

Whereas that district, 1 of only 2 into which California is now divided, en- 
compasses an area with a population well in excess of 8 million; and 

Whereas based upon the criterion of area, population, or volume of litigation, 
California, with only 2 districts, in comparison with other States such as Texas 
with 4 districts, New York with 4 districts, Illinois with 3 districts, and Pennsyl- 
vania with 3 districts, should comprise 3 or more districts; and 

Whereas Representatives Wilson, Utt, and Hillings have introduced in the 
House of Representatives, H. R. 229, a bill to provide that Imperial and San 
Diego Counties in the State of California shall constitute a new and separate 
judicial district to be known as the southern district of California, and to redesig- 
nate the present southern district as the middle district of California, and a similar 
anetee has been introduced in the Senate by Senators Knowland and Kuchel; 
anc 

Whereas enactment of this legislation is essential to the administration of the 
Federal district courts in California and to accommodation of the volume of liti- 
gation that comes before those courts; Now, therefore, be it 

Resolved by the Assembly and the Senate of the State of California, jointly, That 
the Legislature of the State of California respectfully memorializes the Congress 
of the United States to enact H. R. 229 or similar legislation; and be it further 

Resolved, That the chief clerk of the assembly be hereby directed to transmit 
copies of this resolution to the Speaker and chairman of the Committee on the 
Judiciary of the House of Representatives, to the President pro tempore and 
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chairman of the Committee on the Judiciary of the Senate, and to each Senatop 
and Representative from California in the Congress of the United States. 


, Speaker of the Assembly, 
——— ———, President of the Senate, 





Attest: 


—_—_— 





, Secretary of State, 


Suerwoop Rosperts AnD JAmeEs F. Prices, 
ATTORNEYS AT Law, 
La Jolla, Calif., February 19, 1957, 
Hon. Ourn D. Jonnston, 
United States Senator from South Carolina, 
Chairman, Subcommittee on Improvement in Judiciary Machinery, 
Judiciary Committee, United States Senate, Washington, D. C. 

Dear SENATOR JOHNSTON: A special committee of the San Diego Bar Associa. 
tion has prepared a statement for submission to your subcommittee in support 
of Senate bill 604, introduced by United States Senator William F. Knowland and 
supported by Thomas H. Kuchel, to provide that Imperial and San Diego 
Counties in the State of California shall constitute a new and separate judicial 
district to be known as the southern district of California and to redesignate the 
present southern district of California. 

A similar bill was introduced by Senators Knowland and Kuchel in the last 
Congress as 8. 927 and the Judiciary Committee recommended that it be included 
in Omnibus Judgeship bill 1256. As you know, however, no judgeship bill was 
enacted last year due to the shortness of time. 

The proposal was supported by the State Bar Association of California, the 
State Legislature of California (unanimously), the attorney general of California, 
the Democratic County Central Committee of San Diego County as well as the 
Republican County Central Committee of California, the San Diego County Bar 
Association, the Imperial County Bar Association and numerous civic and 
veterans’ organizations. 

San Diego and Imperial Counties comprise our California border with Mexico. 
San Diego County is the fastest growing cuunty in California. San Diego, our 
third metropolitan area in the State, is a great air, defense, and naval base, the 
home of the Atlas intercontinental missile and its harbor establishments are 
growing rapidly. California, our second largest State both in size and population, 
has but 2 districts compared with 4 for Texas and New York and 3 each for 
Georgia, Alabama, Tennessee, Illinois, North Carolina, Oklahoma, and Pennsyl- 
vania. 

The statement of the San Diego County Bar Association is respectfully enclosed 
with the request that you place it before your committee. 

Later, it is hoped that a more complete and printed report will be submitted. 

If oral testimony would be helpful, I believe that we could send a representative 
of the bar association. 

Lespectfully, 
SHERWOOD RosBeErtTs, 
Special Committee of the San Diego Bar Association, 


STATEMENT TO THE SUBCOMMITTEE ON IMPROVEMENTS IN JUDICIARY MACHINERY 
OF THE JupDICIARY CoMMITTEE, UNiTED Srates SENATE IN Support or SENATE 
Brit 604 

INTRODUCTION 


In the last Congress, at the request of the San Diego County Bar Association, 
the Honorable William F. Knowland and the Honorable Thomas H. Kuchel 
introduced Senate bill 927 to provide that Imperial and San Diego Counties in 
southern California should constitute a new and separate judicial district, to be 
known as the southern district of California, and to redesignate the present 
district of California as the central district of California. , 

The United States Senate Judiciary Committee recommended the inclusion of 
this bill in the Senate Omnibus Judgeship bill 1256. However, due to shortness of 
time at the end of the session the Senate did not have the chance to vote on the 
Omnibus Judgeship bill. 

Representatives of the San Diego County Bar Association testified on behalf 
of the bill and it was unanimously supported by both houses of the State Legisl 
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ture of California and bore the endorsement of the State Bar Association of 
California. The Honorable Patrick J. Brown, attorney general of California, sup- 
ported the bill, as did the Democratic and Republican County Central Com- 
mittees of California, the San Diego and Imperial County Bar Associations, the 
city council of the city of San Diego, the board of supervisors of the city of San 
Diego, and numerous civic and business organizations of San Diego County. 

The State of California is presently divided into two districts, the northern dis- 
trict which extends from the Oregon border to north of Santa Barbara, and the 
southern district, which extends from north of Santa Barbara to the Mexican 
border. ‘The present southern district of California is organized into the central 
division at Los Angeles, the northern division at Fresno, and the southern division, 
comprising San Diego and Imperial Counties, in San Diego. The central division 
has 8 judges, the northern division has 1 judge, and the southern division at San 
Diego, 2 judges. 

At the request of the San Diego County Bar Association the Ist session of the 
83d Congress authorized an additional judge for San Diego which at that time 
had only one. Well-documented reports were submitted to the Congress showing 
the need for the additional judge due to the crowded condition of the calendar 
and the great growth of the San Diego area. However, the chief judge of the 
southern district, the Honorable Leon R. Yankwich, steadily refused to follow 
the recommendation of the Congress until the year 1956. 

At the 2d session of the 83d Congress funds were authorized to provide an 
additional courtroom and facilities for the second judge and the personnel required 
for the separate division or district. ‘The improvements were completed last 
summer. 


POPULATION AND ECONOMIC IMPORTANCE OF SAN DIEGO AND IMPERIAL COUNTIES 


San Diego County is the fastest growing county in the State of California. 
From 1940 to 1950 its population increased 92.4 percent, as compared to the 
United States average in that decade of 14% percent and the average of the 
remaining areas of the present southern district of California of 53.9 percent. 
In 1940 the population of San Diego County was 289,348. In 1950 the popu- 
lation was 556,808, and on January 1, 1957, the official estimate of the Califor- 
nia State director of finance was 864,600. The present population of Imperial 
County is estimated at approximately 85,000. Therefore, the population of the 
proposed district is now approximately 950,000. In 1954 when Senator Know- 
land’s first bill to provide a separate district for San Diego and Imperial Counties 
was introduced the estimated population of the proposed district was 809,600. 

All estimates of population growth in the San Diego area made during the last 
10 years have uniformly been exceeded. San Diego comprises the third metro- 
politan area in the State of California. The population of the proposed dis- 
trict is now greater than the present districts of Rhode Island, Arizona, Utah, 
New Mexico, South Dakota, North Dakota, Montana, Idaho, New Hampshire, 
Vermont, Delaware, Wyoming, and Nevada. 

There has been an immense increase in manufacturing in this area. Aircraft 
dollar volume increased from $104,500,000 in 1950 to $405,390,000 in 1955. There 
was a further increase in 1956, which figures are not now available. The new 
Atlas Intercontinental Missile plant is under construction and will further increase 
manufacturing volume. Also under construction is the General Atomic Labora- 
tory of General Dynamics and some $35 million in naval installations. San Diego 
is the site of the largest marine base in the world, the headquarters of the 11th 
Naval District, and probably the world’s largest naval base. 

Some $9 million is now being spent in improving the harbor, the exports of 
which increased from $1,164,183 in the fiscal year 1952-53 to $34,375,463 in the 
fiscal year 1954-55. San Diego’s commercial air terminal handled 193,375 
passengers in 1950 and 496,641 in 1955. 

San Diego and Imperial Counties comprise California’s border with Mexico. 
San Diego is now the shipping and trade center for Baja California to the south, 
This area of Mexico is also increasing enormously. The number of persons cross- 
ing the border from Mexico at San Ysidro in San Diego County increased from 
7,456,771 in 1948 to 13,658,133 in 1955. San Ysidro is one of the chief gateways 
to Mexico. Crossing traffic increased proportionately at Calexico in Imperial 
County, the other main entrance from California to Mexico. 

California itself has enjoyed a phenomenal growth, increasing from 6,787,148 
in 1950 to 13,658,133 in 1955. Senseven the State of California has but two 
judicial districts despite its geographic size as the second State in the Union and 
despite the fact that it is second in population only to New York. California 
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has the longest coastline of any of the States. By comparison New York and 
Texas each have 4 districts and Georgia, Alabama, Tennessee, Illinois, North 
Carolina, Oklahoma, and Pennsylvania 3 districts each. 

Attached to this report is the San Diego Chamber of Commerce 1956 Annual 
Business Survey showing the economic statistics for the year 1955. The 1957 
survey will be available in less than 60 days and will be furnished the committee, 


SPECIAL CIRCUMSTANCES 


In addition to the tremendous population and economic growth of the San Diego 
and Imperial Counties area, there are special circumstances making advisable the 
raising of the status of that area from a judicial division to California’s third 
judicial district, to be the new southern district. 

Because of the proximity to Mexico the Federal courts in San Diego are un- 
usually burdened with immigration, narcotics, and Dwyer Act cases. In addition, 
because of the great concentration of naval and marine activities and personnel in 
the area, there are many cases which fall within the Federal jurisdiction rather 
than the State. The port, growing enormously in economic importance, will in 
the future generate a great deal of admiralty business. Many of the huge defense 
establishments are largely financed by the Government and subject to security 
regulations, increasing the burdens of the Federal Bureau of Investigation and 
other Federal investigation agencies. 

It has been felt by the local law-enforcement agencies and the State and county 
bar associations, therefore, that San Diego County and Imperial County should 
comprise California’s third judicial district. In such case San Diego would have 
its own United States attorney with direct access to the Attorney General in 
Washington. It is felt that closer control would be exercised over local problems 
and closer coordination effected with the local and Mexican law enforcement 
agencies, as well as with the Federal Bureau of Investigation and other agencies. 
The San Diego office of the Federal Bureau of Investigation takes in the counties 
of San Diego, Imperial, Orange, and Riverside at the present time. 


CONCLUSION 


It is respectfully requested of the Subcommittee on Improvements in Judiciary 
Machinery of the Judiciary Committee, United States Senate, that Senate bill 604 
be included in the Senate omnibus judgeship bill now being considered by the 
committee. 

Respectfully submitted. 

Tue Feprrau District CoMMITTEE OF THE 
San Dreco Bar ASSOCIATION, 
By Suerwoop Rosekrts. 





SHERWooD RoBERTS AND JAMES F. Pricp, 
ATTORNEYS aT Law, 
La Jolla, Calif., April 10, 1957, 
Re S. 604, separate judicial district for San Diego and Imperial Counties. 
Hon. James O. EAstTiLanp, 
Chairman, Judiciary Committee of the 
United States Senate, Washington, D. C. 


Sir: On behalf of the San Diego County Bar Association, I am writing to 
request your support for the establishment of a separate judicial district for San 
Diego and Imperial Counties. 

We have previously submitted a statement to the Subcommittee on Improve- 
ment of Judicial Machinery. I enclose an extra copy for your files. 

Since then Chief Judge Denman has sent a resolution of the ninth circuit to 
the committee opposing the bill. 

After several weeks of study, the Federal judicial district committee of our 
San Diego County Bar Association has submitted an official rep!y which our 
California Senators will submit officially to the committee. Senator Knowland’s 
office will supply you a copy for your persona! use. 

Meanwhile, the California Legislature has again, after a public hearing by one 
of the committees, approved the bill. I enclose a picture copy of an editorial 
from the San Diego Union on the subject. As you know, the State bar, numerous 
civic organizations and our attorney general and good Democrat, Pat Brown, 
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have supported the bill as well as the Democratic and Republican San Diego 
County Central Committees. It is nonpartisan. 

The ninth circuit resolution, we feel, does not give the true picture. It states 
the judicial load is low here. Judge James M. Carter, our recently assigned sec- 
ond judge, sent down here to help Judge Weinberger, has disputed this as the 
statement shows. Our criminal calendar, because of our Mexican border location, 
has always been almost as large as Los Angeles. Civil litigation is now growing 
with San Diego’s explosive increase in population and industry. 

The civil cases themselves are unusually long and involved. Because of San 
Diego’s position as the military bastion of the West we have concentrations of 
military equipment here and inevitably accidents and cost suits against the Gov- 
ernment. Because of electronic and aircraft firms here, patent litigation is rising. 

In fact, business is increasing so that the United States attorney from Los 
Angeles now admits another assistant United States attorney is needed here, I 
enclose a copy of his statement from the press. 

The present southern district now stretches from Santa Barbara to the border. 
As the enclosed statement shows, it also has the largest population of any district 
in the country. We feel it is time to separate the two southern divisions, Cal- 
ifornia’s metropolitan area, in the interest of efficiency. At present control is 
becoming unwieldy with much per diem travel to district headquarters in Los 
Angeles. Duplicate clerk’s and United States attorney’s files of the San Diego 
division must now be kept at great expense in Los Angeles and San Diego. 

Because the San Diego division is now staffed completely full time, there will 
be not more than $6,000 to $9,000 expense in creating the new district. This will 
be saved in travel, per diem, increased efficiency and the elimination of costly 
duplicate paperwork. 

Very truly yours, 
SHerwoop RoBeErts, 


CHANGES IN EXISTING LAW 


In compliance with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, as re- 
ported, are shown as follows (existing law proposed to be omitted is 
enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman): 


Tirte 28, Unirep States Copr 
§ 84. California. 


California is divided into [two] three judicial districts to be known 
as the Northern, Central and Southern Districts of California. 


NORTHERN DISTRICT 


(a) The Northern District comprises [two] three divisions. 
* + + 


* * * * 


(2) The Southern Division comprises the counties of [Alameda, 
Contra Costa,}] Marin, Monterey, San Benito, San Francisco, San 
Mateo, Santa Clara, and Santa Cruz. 

Court for the Southern Division shall be held at San Francisco. 

(8) The Eastern Division comprises the counties of Alameda and 
Contra Costa. 

Court for the Eastern Division shall be held at the county seat of Ala- 
meda County. 

[souTHERN DISTRICT] 


(b) The Southern District comprises three divisions. 

(1) The Northern Division comprises the counties of Fresno, Inyo, 
Kern, Kings, Madera except Yosemite National Park, Mariposa ex- 
cept Yosemite National Park, Merced, and Tulare. 


23004°—58 8. Rept., 85-1, vol. 4——58 











30 NEW JUDICIAL DISTRICT IN CALIFORNIA 


[Court for the Northern Division shall be held at Fresno. 

(2) The Central Division comprises the counties of Los An eles, 
Orange, Riverside, San Bernardino, San Luis Obispo, Santa Bar ara, 
and Ventura. 

{Court for the Central Division shall be held at Los Angeles, 

{(2) The Southern Division comprises the counties of Imperial and 
San Diego. 

[Court for the Southern Division shall be held at San Diego. 


CENTRAL DISTRICT 


(6) The central district comprises two divisions. 

(1) The northern division comprises the counties of Fresno, Inyo, Kern, 
Kings, Madera, except Yosemite National Park, Mariposa, except 
Yosemite National Park, Merced, and Tulare. 

Court for the northern dividion ‘shall be held at Fresno. 

(2) The southern division comprises the counties of Los Angeles, 
Orange, Riverside, San Bernardino, San Luis Obispo, Santa Barbara, 
and Ventura. 

Court for the southern division shall be held at Los Angeles. 


SOUTHERN DISTRICT 


(c) The southern district comprises the counties of Imperial and San 
Diego. 
Court for the southern district shall be held at San Diego. 


§ 133. Appointment and number of district judges. 


* ” * * * < * 
Districts Judges 
California: 
el 7 
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100TH ANNIVERSARY OF ADMISSION OF STATE OF 
OREGON INTO THE UNION 


Avucust 29, 1957.—Ordered to be printed 


Mr, O’Manoney, from the Committee on the Judiciary, submitted 
the following 


REPORT 


[To accompany S. J. Res. 131] 


The Committee on the Judiciary, to which was referred the joint 
resolution (S. J. Res. 131), authorizing the President to issue a procla- 
mation calling upon the people of the United States to commemorate 
with appropriate ceremonies the 100th anniversary of the admission 
of the State of Oregon into the Union, having considered the same, 
reports favorably thereon, without amendment, and recommends that 
the resolution be agreed to. 

PURPOSE 


The purpose of the joint resolution is to authorize the President of 
the United States to issue a proclamation calling upon the people of 
the United States to commemorate with proper ceremonies the 100th 
anniversary of the admission of the State of Oregon into the Union. 


STATEMENT 


The State of Oregon in 1959 will observe its centennial anniversary 
of admission into the Union. This will be an event of great his- 
torical significance both to the people of the State and of the Nation 
as it will mark the 100th anniversary of the admission of Oregon as 
the 33d State in the Union. 

The State of Oregon has played a colorful part in the history of the 
United States, since Capt. Robert Gray in the American naval 
vessel, Columbia, reached the mouth of the river which was named 
after his ship, and, with letters from President George Washington, 
claimed it for the United States on May 11, 1792. 

A provisional government was established in Oregon on May 2, 
1843, and on the second Monday in November of 1857, the constitu- 
tion of the State of Oregon was ratified by a majority of the electors of 
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the Territory. The act of Congress admitting Oregon into the Union 
was approved February 14, 1859. 

The committee is advised that the people of Oregon have alread 
started plans for a centinnial observance in 1959. The committee is 
also advised that the Postmaster General has begun work on a stamp 
commemorating the event, so that the people of the United States ma 
join with Oregon in celebration of its 100th anniversary of statehood, 
This resolution would authorize and request the President of the 
United States to issue a proclamation in honor of the historic anpj- 
versary. 

The committee believes it appropriate that this historic event be 
commemorated and, accordingly, recommends favorable consideration 
of Senate Joint Resolution 131. 
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REMOVING THE LIMITATION ON THE USE OF CERTAIN 
REAL PROPERTY HERETOFORE CONVEYED TO THE 
CITY OF AUSTIN, TEX., BY THE UNITED STATES 


Aveust 29, 1957.—Ordered to be printed 


Mr. McC.e.uan, from the Committee on Government Operations, 
submitted the following 


REPORT 


[To accompany H. R. 7964] 


The Committee on Government Operations, to whom was referred 
the bill (H. R. 7964) to remove the limitation on the use of certain 
real property heretofore conveyed to the city of Austin, Tex., by the 
United States, having considered the same, report favorably thereon 
without amendment and recommend that the bill do pass. 


PURPOSE 


The purpose of the bill is to require the Administrator of General 
Services to convey, without consideration, to the board of trustees of 
the Austin Independent School District, Travis County, Tex., all the 
Government’s right, title, and interest in certain property conveyed 
to the city of Austin for educational purposes by an act approved in 
1888, thereby removing the existing use restriction. 

The following information was included in the report of the House 
Committee on Government Operations (H. Rept. No. 1165) and is 
cluded herein as a part of the report to the Senate: 


BACKGROUND 


In 1888, the United States conveyed the subject real property which 
now comprises approximately two city blocks to the city of Austin 
under authority of an act entitled “An act to authorize the Secretary 
of War to convey to the city of Austin, Tex., a tract of land in said 
city for educational purposes,”’ approved March 5, 1888 (25 Stat. 44). 

is conveyance was made with the express condition that title would 
"evert to the United States should the city ever cease to use the 

operty for educational purposes. The Austin school system, for- 
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merly under the control of the city, is now an independent school 
district as the result of an election held in April 1955. While the new 
school district desires the full fee-simple title to the land, it has no 
intention of abandoning use of the land for educational purposes, 
since several school buildings now being utilized exist thereon, 


NEED FOR LEGISLATION 


When the subject property was conveyed to the city of Austin, 
Tex., in 1888, no time limit was placed on the duration of the use 
restriction; therefore, legislation is necessary for its removal. It ig 
significant to note that real property donated to educational institu- 
tions under the Federal Property and Administrative Services Act 
of 1949, as amended, must be used for educational purposes for 
only 20 years; Mr. Thornberry, author of the bill, pointed out that 
it is patently reasonable that the Government release its interest in 
the property in view of the fact that the land has been used for school 
purposes for almost 70 years and will continue to be so used, and 
that the Government’s reversionary interest is of only nominal value, 


FISCAL DATA 


The value of the Government’s reversionary interest in this property 
is not ascertainable, but such value is probably nominal. Enactment 
of the bill would not affect Federal budgetary requirements. 


AGENCY COMMENTS 


Neither the General Services Administration, the Bureau of the 
Budget, nor the Comptroller General object to the enactment of this 
measure. The agency comments follow. 


EXEcuTIvVE OFfFriIck OF THE PRESIDENT, 
BurEAU oF THE BupGET, 
Washington, D. C., July 29, 1957. 
Hon. Wiiu1am L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 

My Dear Mr. CuarrMan: This is in reply to your letter of June 10, 
1957, requesting the views of this Office with respect to H. R. 7964, a 
bill to remove the limitation on the use of certain real property here- 
tofore conveyed to the city of Austin, Tex., by the United States. 

In his report to your committee on this bill the Administrator of 
General Services expresses no objection to enactment of legislation 
providing for the removal of the restriction for the reasons set forth 
therein. 

This Office concurs with the views contained in this report, and has 
no objection to enactment of the measure. 

Sincerely yours, 
Percy Rappaport, 
Assistant Director, 


it 
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ComprrRoLLER GENERAL OF THE UNITED SrarTEs, 
Washington, D. C., June 14, 1957, 
Hon. Wiiu1am L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives. 

Dear Mr. Cuarrman: Further reference is made to your letter of 
June 10, 1957, requesting our comments on H. R. 7964. 

The bill would authorize the Administrator of General Services to 
convey to the board of trustees of the Austin Independent School Dis- 
trict, Travis County, Tex., all right, title, and interest of the United 
States in and to certain real property specified therein without mone- 
tary consideration. 

The property involved was conveyed to the city of Austin, Tex., 
for educational purposes under authority of the act of March 5, 1888 
(25 Stat. 44). ‘That act provided that the conveyance should be made 
upon th2 express condition that the title to the property shall revert to 
the United States whenever the city of Austin ceased to use the 
property for educational purposes. 

We have received a letter from the Honorable Homer Thornberry, 
House of Representatives, the author of the bill, transmitting informa- 
tion as to the necessity for the legislation. It appears that, at the time 
the property was deeded, the school system of the city of Austin was 
a city-controlled school system and the city was operating in a dual 
capacity: in one capacity as a school system and in the other capacity 
as a regular municipal body or city. The Austin school system now 
is an independent school district, having been divorced from control 
of the city of Austin at an election held on April 30, 1955. It is indi- 
cated that the Austin Independent School District has no intention of 
abandoning the use of the property as a school tract, but it does desire 
to secure a fee-simple title to the land upon which are situated the 
school buildings. 

Inasmuch as the enactment of H. R. 7964 would merely release the 
Government’s reversionary interest to the property, and considering 
the fact that it is intended to continue to use the property for educa- 
tional purposes, we have no objections to the favorable consideration 
of the bill. 

Sincerely yours, 
JosEPH CAMPBELL, 
Comptroller General of the United States. 





GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., August 1, 1957. 
Hon. Witt1am L. Dawson, 
Chairman, Committee on Government Operations, 
House of Representatives, Washington, D. C. 

Dear Mr. Cuatrman: Your letter of June 10, 1957, requested the 
views of General Services Administration regarding H. R. 7964, a 
bill to remove the limitation on the use of certain real property 
heretofore conveyed to the city of Austin, Tex., by the United States. 
, The purpose of the bill is to require the Administrator of General 
ervices to convey to the board of trustees of the Austin Independent 
school District, Travis County, Tex., without consideration, all right, 
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title, and interest of the United States in and to the real property 
conveyed to the city of Austin, Tex., under authority of the act 
entitled “‘An act to authorize the Secretary of War to convey to the 
city of Austin, Tex., a tract of land in said city for educational pur. 
poses,” approved March 5, 1888 (25 Stat. 44). 

The act cited above provided that any conveyance made by the 
Secretary of War pursuant to the act shall be upon the express condi- 
tion that the title to the property described shall revert to the United 
States whenever the city of Austin shall cease to use it for educational 
purposes. We are informed that the Austin school system, formerly 
under the control of the city of Austin, is now an independent school 
district as the result of an election held on April 30, 1955. The school 
district indicates that, although it desires the full fee simple title to all 
of the land upon which school buildings are situated, it has no inten- 
tion of abandoning the use of the tract involved as a school tract. 

Conveyances of surplus real property pursuant to authority of sec- 
tion 203 (k) of the Federal Property and Administrative Services Act 
of 1949, as amended, for educational purposes normally restrict the 
use of the property for that purpose for a period of 20 years. In view 
of (1) the 20-year limitation on the restricted use in conveyances for 
educational purposes made pursuant to the general authority cited 
above, (2) the fact that this property has been used for educational 
purposes for more than 60 years, (3) the proposal to continue its use 
for these purposes, and (4) the nominal value of the Government’s 
reversionary interest, General Services Administration is not opposed 
to the enactment of legislation providing for the removal of the 
restriction. 

Enactment of this measure will not affect the budgetary require- 
ments of General Services Administration. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
FRANKLIN G. FLOoETE, 
Administrator. 
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LETTER OF SUBMITTAL 


Aveust 22, 1957. 
Hon. Ricuarp B. Russe tu, 
Chairman, Senate Committee on Armed Services, 
Washington, D. C. 

Dear Senator Russevu: There is submitted herewith the report 
of the Subcommittee on the Operation of Article VII of the NATO, 
Status of Forces Treaty, covering the period from December 1, 1955, 
through November 30, 1956. 

The subcommittee recommends that the full committee adopt this 
report. 

Sincerely yours, 
Sam J. Ervin, Jr., 
Chairman, Subcommittee on the Operation of Article VII, 
NATO Status of Forces Treaty. 
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OPERATION OF ARTICLE VII, NATO STATUS OF FORCES 
TREATY 


Avueust 29, 1957.—Ordered to be printed with illustrations 


Mr. Franvers, from the Committee on Armed Services, submitted the 
following 


REPORT 


PURPOSE OF THE SUBCOMMITTEE 


This subcommittee, consisting of Senator Ervin, chairman, and 
Senator Flanders, was appointed for the purpose of reviewing on a 
periodic basis the operation of article VII of the NATO Status of 
Forces Agreement, as well as the other jurisdictional arrangements 
with foreign countries concerning American troops. Article VII 
recognizes the criminal jurisdiction of countries operating under the 
agreement over members of the military and civilian components of a 
sending state who commit nonduty civilian type offenses while sta- 
tioned in the host country against other than persons subject to United 
States law. 

This report represents a continuation of the periodic subcommittee 
reviews of this matter. 


PERIOD COVERED BY THE REPORT 


The data in the report covers the 12-month period from December 1, 
1955, through November 30, 1956, which is the annual reporting 
period established by the Department of Defense on the worldwide 
operation of the jurisdiction arrangements. The statistical informa- 
tion in this report was received from the representatives of the Office 
of the Secretary of Defense and from the Army Judge Advocate 
General, the latter being charged with monitoring foreign jurisdic- 
tional arrangements over American soldiers in all the services. 

The subcommittee has received additional information covering the 
later period of December 1, 1956, through May 31, 1957, although 
hearings have not been conducted for this reporting period. The 
departmental letter which summarizes the number of cases during 
the 6 months together with their ultimate disposition is printed as 
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item 1 in the appendix of this report. It would appear from this letter 
that there have been no significant changes in the number of. cases or 
their ultimate disposition as compared to the 12-month period covered 
in this report. 


SUBCOMMITTEE EXAMINATION LIMITED TO OPERATION OF THE ARRANGE- 
MENTS——-NO REVIEW OF SUBSTANTIVE POLICY QUESTIONS 


The scope of this report, as in the previous ones, is limited to the 
operation of the criminal jurisdictional arrangements with the forei 
countries and the effect of the exercise of such arrangements on the 
morale and efficiency of the troops serving in those nations. 

The treaty has been ratified by the Senate. Since the task assigned 
to it did not contemplate such action on its part, the subcommittee 
did not consider the constitutionality of the treaty. Moreover, the 
subcommittee made no attempt to determine whether it is wise or 
unwise, as a matter of national policy, for the United States to enter 
into reciprocal arrangements which recognize the exercise of criminal 
jurisdiction of foreign countries where United States troops are 
stationed. Any reexamination of the broad policy questions would 
properly come before the Senate Foreign Relations Committee which 
has the sole committee responsibility for considering matters of this 
nature. 

SCOPE OF REVIEW OF OPERATIONS 


Examination of all jurisdictional arrangements 

The subcommittee’s examination covers. the operation of all juris- 
dictional arrangements pertaining to the trial of American troops in 
foreign courts and, therefore, includes both the NATO arrangement 
and the non-NATO agreements in countries throughout the world 
where American troops are located. There are approximately 65 
countries throughout the world with which the United States has 
some type of jurisdictional arrangements regarding American service- 
men stationed in those countries. 

The principal ones are the 13 NATO countries which have acceded 
to the Status of Forces Agreement. These are Belgium, Canada, 
France, Greece, Luxembourg, the Netherlands, Norway, the United 
Kingdom, the United States, Turkey, Denmark, Italy, and Portugal. 
The two remaining NATO countries are Iceland and Germany. 
Iceland is not expected to accede to the agreement since it has no 
armed forces of its own. With respect to the Federal Republic of 
Germany, the United States enjoys practically exclusive jurisdiction 
over its own forces under the Bonn agreements of 1952, as amended 
by the Paris protocol of 1954. 

Negotiations now underway between Germany and other NATO 
countries, including the United States, contemplate the accession of 
Germany to the NATO Status of Forces Agreement. 

With regard to the non-NATO countries the jurisdictional arrange- 
ments are provided for by executive agreement along the same lines 
set forth in the status-of-forces arrangement. Many of the executive 
agreements with the non-NATO countries affect very small numbers 
of men—in some cases under 25—most of whom are engaged in training 
missions in the particular countries. 

It might be noted that the executive agreement with Japan which 
became effective October 28, 1953, is similar to provisions of article 
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VII of the Status of Forces Agreement. The Japanese agreement is 
discussed more fully in the separate section{of this report which 
reviews the so-called Girard case. 


Offenses reviewed 

The subcommittee did not examine those offenses over which juris- 
diction was exercised by the United States military authorities. The 
review was limited to those offenses which were subject to foreign 
jurisdiction with particular emphasis on those cases where jurisdiction 
was not waived. 


SIGNIFICANT FEATURES OF THE NATO JURISDICTIONAL AGREEMENT 


Division of jurisdiction 

The most significant aspect of the NATO jurisdictional arrangement 
is the scheme establishing primary jurisdiction which in certain in- 
stances rests with the sending state and in others with the receiving 
state. The general line of division is that where the offense is against 
the personal property of another member of the force or where the 
offense is committed in the performance of official duty, the primary 
jurisdiction is given to the military courts of the sending state. In 
all other cases the primary jurisdiction is with the receiving state. 
In effect, this latter jurisdiction operates in instances where American 
soldiers commit nonduty type offenses against the foreign nationals 
of the receiving state. 
Waiver of jurisdication 

The treaty provides that requests for a waiver of jurisdiction will 
be considered by any state having the primary right. It has been the 
policy of Defense to request the host state to waive its jurisdiction in 
practically all cases. 
Procedural rights 

It is also provided that when a member is prosecuted by the receiving 
state he will be entitled to certain procedural rights necessary to a 
fair trial, which include a prompt trial, statement of charges, con- 
frontation of witnesses, legal counsel, a competent interpreter, and 
the right to communicate with a representative of the government of 
the sending state. In addition the agreement contains a safeguard 
against double jeopardy. 


Reports to the Senate and House Committees on Armed Services 


The cognate resolution adopted by the Senate when it agreed to 
the Status of Forces Agreement provided for two situations where 
reports would be made through channels to the Committees on 
Armed Services of the Senate and House. 

First, it was provided that the commanding officers would examine 
the procedural safeguards provided by the laws of the receiving state 
and where it appeared under all the circumstances that the accused 
would not be protected because of the absence or denial of the con- 
stitutional rights he would enjoy in the United States, the authorities 
would request the receiving state through diplomatic channels to 
waive its jurisdiction. If waiver was not granted, reports would be 
made through channels to the respective committee. The Depart- 
ment of Defense has not reported any cases under this provision. 
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Second, it is provided that similar committee notification will be 
given when United States subjects tried in foreign courts do not 
receive the procedural rights enumerated in the treaty. 

During the period covered by this report the Department of De. 
fense did not report any cases to the Senate Armed Services Com- 
mittee where United States subjects did not receive the procedural] 
rights enumerated in the treaty. One previous case had been reported 
on August 11, 1954. 

The full text of articles I and VII and the cognate resolution of 
the NATO Status of Forces Treaty is printed as item 2 of the appendix, 


AUTHORITY FOR EMPLOYMENT OF LOCAL COUNSEL IN FOREIGN COURTS 


a 


Under Public Law 777 (84th Cong., July 24, 1956) the Secretaries 
of the military departments were authorized to pay counsel fees, court 
costs, bail, and other expenses incident to the representation before 
foreign courts of United States personnel subject to the Uniform Code 
of Military Justice. The purpose of this legislation was to assure that 
a serviceman accused of a serious offense might obtain local competent 
counsel of his own choice regardless of his own financial condition at 
the time. 

Although this legislation bas been in effect only since July 1956, the 
Department of Defense indicated that the authority is already pro- 
viding a significant additional protection to our personnel abroad who 
come before foreign courts. On the basis of an interim report received 
by the subcommittee, it was indicated that through November 30, 
1956, the authority was used in the Army and Air Force in a total of 
81 cases, involving an expenditure of $16,798.29. The Navy report 
states that through April 1, 1957, the authority was utilized in a total 
of 16 cases, involving an expenditure of $2,215.44. The detailed 
statistics regarding expenditures for the local counsel fees are as 
follows: 

Sratistics REGARDING ExPpENDITURES UNDER PusBLic Law 777 
ConereEss Enactep Juty 24, 1956 


OF THE 84TH 


Army: Expenditures and number of cases through Nov. 30, 1956 





Area Number Amount 

France -. cael 12 $726. 02 
Tran __- ee SSeS ee ee eee ditt cad Z : c 1 1 67.00 
RR SS SUAS 3) Sas 14 1, 858. 00 
A ae oe I pa ee 16 3, 550. 00 
| RES AE PARAS 2s ee 2 1 800. 00 
NS 8 a Cae CUES coeee 3 266. 00 

Sea Td kk pe a A 48 7, 267. 02 


1 Bail only. 
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Air Force: Expenditures and number of cases through Nov. 30, 1956 














Ares Number Amount 
$176. 57 
685. 70 
1, 320. 00 
432. 00 
80. 00 
1 1, 485. 00 
2 200. 00 
5, 152. 00 
MOORE 2... 20 9, 531. 27 
1 Including $1, 150 court costs. 
3 Bai] bond. 
Navy: Expenditures and number of cases through Apr. 1, 1957 
Area | Number Amount 
ae cecccdo cnn cenledidsoess aie eentvannmuuies ~acmetnnendadeonee Seeoten | 1 $72. 84 
ng. conciecccnkdiebiocopecddécds ben ocusdanipwaaebodbbpeaktunel 1 300. 00 
ne... .codiiebdhstiedtions = tandhonedwessesvebunnaneeetanaatbeies 3 177. 80 
BEES eds downs sccongegs dpeapdanguenssé odes cduckenesdquckbdsnbslbsosunwel 3 286. 00 
NE cs. ctacess ecco dale cnidlptna bien asnaseedengndanmesehdoodobennqationl 7 1 1, 350. 00 
Morocco. -. - a oudey wbudniokdtiekenbaeeackhinsekielmaieneereeee 1 28. 
Total stain er itinaisiaaiaia tala eeapabtabd eit aed alanine nana 16 | 2, 215. 14 








1 $300 for 2 cases on appeal. 
VIEW OF THE SUBCOMMITTEE 


It is the view of the subcommittee that generally the criminal 
jurisdictional arrangements regarding United States troops abroad 
have not adversely affected during the reporting period the morale 
and discipline of our forces nor have they had a detrimental effect on 
the accomplishment of our military missions in the various countries, 

There are certain areas, however, in which there have been develop- 
ments possibly adversely affecting military morale. The Air Force 
commander in France reported that French procedure which may 
result in a combined trial of criminal and civil actions has had a 
noticeable effect on the attitude and morale of his personnel. He 
further stated that the time delays between the occurrence of incidents 
with the primary jurisdiction of France and the decision by French 
authorities whether to retain their jurisdiction had adversely affected 
administrative control and the prompt administration of military 
jurisdiction. The Air Force commander in Japan stated that one 
specific area appeared to have had an adverse effect on the morale of 
his forces. This concerned the Japanese laws which permit criminal 
prosecution of persons for acts of simple negligence in the operation 
of motor vehicles which would not constitute criminal offenses in the 
United States. The Japanese have not prosecuted such acts as 
criminal cases. Nevertheless, the threat of possible criminal action 
is considered to have been detrimental to morale, 

The subcommittee conducted a separate hearing, hereinafter more 
fully discussed, on the case of Sp3c. William S. Girard who committed 
an offense on January 30, 1957, subsequent to the period generally 
covered in this report. The subcommittee has received no indications 
that the Girard case itself has adversely affected the mission or morale 
of our troops stationed in Japan. 
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ANALYSIS OF OFFENSES 
Number 

The Department of Defense submitted the following chart indicating 
for both the world and for the NATO Status of Forces countries during 
the period December 1, 1955, to November 30, 1956, the offenses 
subject to foreign jusdiction and their ultimate disposition. 

It might be noted that worldwide there were 14,394 offenses allegedly 
committed by United States personnel subject to the jurisdiction of 
foreign courts. Of that number, 7,460 were committed in the NATO 
Status of Forces countries. 


EXERCISE OF CRIMINAL JURISDICTION BY 
FOREIGN TRIBUNALS OVER UNITED STATES 
PERSONNEL 


| DECEMBER 1955-30 NOVEMBER 1956 


NUMBER OF 
PERSONS WORLD Be 
1394 NATO SOF Sm 
14000 Vy, 
g 
12000 Z 
g 
10000 4 su 
g 
8000 g 


6000 
4000 


2000 





PERCEN| smn 65.79 54.69 6.20 664 87.36 8660 401 395 243 281 
CASES SUBJECT WAIVER CASES TRIED ACQUITTED © FINE OR = CONFINEMENT CONFINEMENT 
TO FOREIGN OBTAINED BY FOREIGN REPRIMAND © SUSPENDED wot 
JURISDICTION TRIBUNALS ONLY SUSPENDED 


Comparison of offenses with waivers and numbers of trials 

During the reporting period of the 14,394 offenses, 4,437 (or 33.21 
percent) cases were tried by foreign countries. In the NATO countries 
3,164 (or 45.11 percent) were tried. 

Waivers were obtained worldwide on 66.79 percent, or 9,614 cases. 
In the NATO Status of Forces Agreement countries, waivers were 
obtained on 54.89 percent, or 4,095 cases. 
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It might be noted that during the reporting period Japan waived 
its jurisdiction in 97.56 percent (in 5,409 out of 5,544 cases) of the 
offenses subject to jurisdiction of the Japanese courts. 


High degree of traffic offenses 

It is significant to note the high degree to which traffic cases con- 
stituted the offenses subject to foreign jurisdiction and those in which 
jurisdiction was exercised. Out of the 14,394 worldwide offenses, 
9,555, or 66%, involved traffic violations. In the NATO countries, 
out of 7,460 offenses, 5,643, or 75%, were traffic violations. World- 
wide, out of a total of 4,437 trials of American personnel, 3,123, or 
72%, were for traffic violations. 


Number of United States citizens receiving unsuspended sentences to 
confinement 
During the reporting period, 108 Americans worldwide, representing 
less than 1 percent of the offenses subject to foreign jurisdiction, 
received sentences to confinement which were not suspended. In the 
status-of-forces countries 89 Americans representing about 1 percent of 
such offenses in those countries received unsuspended sentences to 
confinement. The chart below compares the length of the sentences 
and the number of persons involved, with the offenses of the previous 
reporting period. 


UNSUSPENDED SENTENCES TO CONFINEMENT IMPOSED 
ON UNITED STATES PERSONNEL BY FOREIGN COURTS 





| DECEMBER 1954-30 NOVEMBER 1955 | DECEMBER 1955-30 NOVEMBER 1956 
NUMBER OF NUMBER OF 
PERSONS 72 PERSONS 

70 70 
60 
50 50 
40 40 
30 30 
20 20 
10 10 
0 
ivan «61102 «2103 «3104 41S OWNS 1YER 81102 2103 3106 4105 ORS 
OR LESS YEARS == YEARS «YEARS «YEARS. YEARS OR LESS YEARS «YEARS =—YEARS.=—=YEARS. = YEARS 
TOTAL: 120 TOTAL: 108 


TYPE OF OFFENSES AND TERMS OF CONFINEMENT 


As of November 30, 1956, there were 80 Americans confined in 
foreign jails or institutions as a result of sentence by foreign courts. 
The chart below indicates the number of people involved with respect 
to (1) the various terms of confinement and (2) the types of offenses 
for which they were confined. 
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UNITED STATES PERSONNEL CONFINED IN FOREIGN PENAL 
INSTITUTIONS ON 30 NOVEMBER 1956 PURSUANT TO 
SENTENCES OF FOREIGN COURTS (TOTAL 88) 


NUMBER OF TERMS OF CONFINEMENT OFFENSES NUMBER OF 
PERSONS PERSONS 
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AND RELATED OFFENSES MAN- AND RELATED wusTIC 
OFFENSES SLAUGHTER OFFENSES 


SUMMARY OF WORLDWIDE ARRANGEMENTS FROM DECEMBER 1, 1953, TO 
NOVEMBER 30, 1956 


The two charts below indicate (1) a summary of cases subject to 
foreign jurisdiction, those tried, and the number of unsuspended 
sentences of confinement; and (2) a breakdown by nation of the 
NATO countries of the information indicated above. 


Summary of exercise of criminal jurisdiction worldwide by foreign tribunals over 
United States personnel, Dec. 1, 1953, to Nov. 30, 1956 





Cases subject foreign Cases tried Confinement not suspended 
jurisdiction | 
Fanos Den dain ; ae Hews 
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Erercise of criminal jurisdiction by tribunals of NATO countries since the various 
effective dates of the NATO Status of Forces Agreement (through Nov. 30, 1956) 


| | 
Cases subject to foreign Trials Confinement not 
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Note.—Figures for 1954, 1955, and 1956 run from Dec. 1 of preceding year to Nov. 30 of the stated year. 


Comparisons of the current annual report under consideration 
(November 30, 1955, to December 1, 1956) with that of the preceding 
annual report as indicated above reveals: 

(a) That there has been a substantial increase in the number of 
alleged offenses subject to foreign jurisdiction (14,394 in the current 
period as against 10,249 in the preceding annual period), most of 
which are attributable to an increase in alleged traffic violations 
(9,555 in the current period as against 6,488 in the preceding period); 

(6) That the waiver rate has more than kept pace with the increase 
in total cases (9,614, or 66.79 percent, waivers in the current period 
as against 6,769, or 66.04 percent waivers in the preceding annual 
period); 

(c) That the number of sentences to confinement not suspended has 
decreased (108 in the current period as against 120 in the preceding 
period). This last fact is significant in view of the increased volume 
of total cases subject to foreign jurisdiction and total cases tried by 
foreign tribunals. 


TREATMENT RECEIVED BY CONFINED AMERICANS 


Under Department of Defense procedures regarding Americans 
confined in foreign penal institutions, if a reasonable request for 
permission of United States personnel to visit American soldiers is 
denied, or if it should appear that the individual is being mistreated, 
or his conditions of confinement are substandard and corrective action 
cannot be resolved by local authorities, the case must be referred to 
the United States diplomatic mission for appropriate action. The 
Department of Defense advises that to date no such case has arisen. 











10 OPERATION OF ARTICLE VII OF NATO TREATY 


Departmental authorities testified in detail on the measures being 
taken to safeguard confined Americans. Included in this testimony 
was a report made by the commander in chief, Far East Command 
(printed in full in the hearings) of an investigation regarding the 
alleged mistreatment of United States servicemen confined in 
Japanese prisons. 

This exhaustive report indicated that these allegations were un- 
founded. 

CASE OF SPECIALIST WILLIAM S. GIRARD 


The subcommittee on June 5, 1957, held an executive hearing on 
the case of Sp3c. William S. Girard. The hearing was executive in 
nature in order to avoid publication of any material which might 
prejudice Specialist Girard prior to his trial. For that reason the 
Defense Department deleted a slight amount of material and the 
hearings were promptly printed thereafter. 

A summary of the Girard case, which is set forth in detail in the 
printed hearing, is as follows. On January 30, 1957, during the 
exercises in a maneuver area and after all ball ammunition had been 
withdrawn from the troops, Girard, together with another soldier, 
was ordered to guard a machinegun and several items of clothing 
during a rest period. Throughout the maneuver area a number of 
Japanese civilians were scavenging empty shell cases for the purpose 
of sale. While performing this duty and under circumstances which 
have remained in dispute, Girard fired an empty brass shell case from 
his rifle grenade launcher which hit a Japanese civilian, Mrs. Naka- 
sakai, in the back when she was about 30 yards from Girard. She 
died a few moments after being hit. 

The Department of Defense has stated that Girard’s action in 
firing the empty shell case from the rifle grenade launcher was not 
authorized. According to information received from the Department 
of Defense, Girard asserted he fired from the waist intending only to 
frighten the Japanese civilians. 

The disputed issues raised the question of whether Girard would 
be tried before the Japanese courts or before a United States military 
tribunal. Under the protocol to the United States-Japanese Admin- 
istrative Agreement, the United States military authorities have the 
primary right to exercise jurisdiction over United States soldiers with 
respect to ‘“‘offenses arising out of any act or mission done in the per- 
formance of official duty.”” The commanding officer of Girard’s unit 
certified that Girard’s action was done in the performance of official 
duty. The Japanese authorities took the position that under all the 
circumstances his action in firing the shell case was outside the scope 
of his guard duty and was, therefore, not ‘done in the performance of 
official duty.”’ The Joint United States-Japan Committee could 
reach no agreement on this question. The Department of Defense 
determined that if the United States representative could not prevail 
in the Joint Committee, the United States should permit the Japa- 
nese to try Girard. After 3 weeks of further negotiations our repre- 
sentative on the Joint Committee waived jurisdiction in the name of 
tie United States. This action was confirmed by the Secretary of 
State and tie Secretary of Defense as set forth in a joint news release 
of June 4, 1957. 

In addition to receiving facts and circumstances known at the time 
concerning the offense of Specialist Girard, the subcommittee dis- 
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cussed in detail during the hearing the issues relating to the jurisdic- 
tional question in the Girard case. This examination included a 
review of the appropriate legal documents of which the relevant parts 
are printed as items of the appendix: (a) the Security Treaty Between 
the United States and Japan, effective April 28, 1952; (b) the Admin- 
istrative Agreement, effective April 28, 1952; (c) the Protocol to 
amend article XVII of the Administrative Agreement; (d) the agreed 
official minutes regarding the Protocol to amend article XVII; 
(e) certain Agreed Views of the Joint Committee regarding Adminis- 
trative Agreement matters; (f) an excerpt from the United States 
Armed Forces circular regarding the meaning of the acts or missions 
arising from official duty. It might be noted that the only agreement 
with Japan actually ratified by the Senate was the Security Treaty in 
1952 which provided that the disposition of the United States Armed 
Forces in Japan would be governed by administrative agreement 
between the two Governments. 

In view of the jurisdiction of the subcommittee which is limited to 
observing the operation of the treaty arrangements, the subcommittee 
does not propose any recommendations concerning the Girard case. 
The issues arising out of Girard’s offense involve substantive deter- 
minations of law and policy which for the purposes of congressional 
consideration are more properly within the jurisdiction of the Senate 
Committee on Foreign Relations. These issues involve not only the 
question as to the scope of the phrase, ‘done in the performance of 
official duty,’’ but also the further matter of whether the various 
executive arrangements with Japan and the agreed interpretations 
should not have been presented to the Senate in completed form for 
ratification. 

It should be emphasized that the subcommittee has received no 
information that the Girard case has adversely affected the morale 
and efficiency of American troops stationed in Japan. It is the sub- 
committee’s view, however, with respect to the operation of the 
agreement that greater consideration should have been given in the 
executive branch to referring the Girard matter to diplomatic chan- 
nels. Article XXVI of the administrative agreement specifically pro- 
vides for such procedures when the United States-Japan Joint 
Committee is unable to resolve any matter. 
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APPENDIX 1 


ASSISTANT SECRETARY OF DEFENSE, 
INTERNATIONAL SecuRITY AFFAIRS, 
Washington, D. C., July 15, 1957. 
Hon. Ricuarp B. Russe tu, 
Chairman, Armed Services Committee, 
United States Senate. 

Dear Mr. CuHarrMan: I enclose for your information the most 
recent statistical report compiled by the Department of Defense 
concerning the exercise of criminal jurisdiction by foreign tribunals 
over individuals stationed abroad who are subject to United States 
military law. This report covers the period between December 1, 
1956, and May 31, 1957. It analyzes in some detail the number 
of cases in which foreign authorities could have exercised jurisdiction, 
the number of cases in which they chose to exercise jurisdiction, and 
the disposition of these latter cases. 

Like the earlier reports, this latest report reveals that foreign 
governments are continuing to cooperate closely in waiving their right 
to exercise jurisdiction to United States military authorities. Through- 
out the world during this 6-month period, foreign authorities waived 
local jurisdiction in 62.65 percent of the 6,256 cases in which they 
could have exercised jurisdiction. With respect to serious offenses 
such as rape, manslaughter, arson, robbery, larceny, burglary, and 
aggravated assault, a waiver was obtained in better than 69 percent 
of the cases. In 86.36 percent of the 2,266 offenses tried by local 
tribunals, there were sentences only to fine, reprimand, ete. Of the 
158 offenses tried by local tribunals in which there were sentences to 
confinement, sentence was suspended in 86 cases. A total of 151 cases 
tried by foreign authorities resulted in acquittal. 

When these latest figures are added to the earlier ones, it appears 
that there were 38,314 instances all over the world from December 1, 
1953, through May 31, 1957, in which American service personnel 
and civilians subject to military law could have been tried in foreign 
courts. Jurisdiction was waived in 25,727 cases out of that total of 
38,314, 67 percent of the cases. har percentage of waivers granted 
varies from country to country. In Japan, for example, an American 
serviceman could expect on the basis of past figures that the Japanese 
would waive their primary right in more than 96 percent of the cases. 

Approximately 30 percent “of the total number of offenses subject 
to foreign jurisdiction worldwide actually came to trial in the local 
courts. In the great majority of cases, those who were found guilty 
had only to pay a fine. Over the 3-year period, 376 persons were 
required to serve sentences to confinement, generally for such serious 
crimes as murder, rape, manslaughter, arson, and robbery. This 
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number is a little less than 1 percent of the total number of cases sub- 
ject to jurisdiction of foreign courts. 

Copies of this report are also being made available to the Foreign 
Relations Committee of the Senate and to the Foreign Affairs Com- 
mittee and the Armed Services Committee of the House of Repre- 
sentatives. 

Sincerely yours, 
Mansrietp D. Spraaue. 


APPENDIX 2 


Text or ArticLes I anp VII anp CoGnatse Resotution or NATO 
Stratus oF Forces Treaty 


ARTICLE I 


In this Agreement the expression- 

(a) “force’’ means the personnel belonging to the land, sea, or 
air armed services of one Contracting Party when in the territory 
of another Contracting Party in the North Atlantic Treaty area 
in connexion with their official duties, providing that the two 
Contracting Parties concerned may agree that certain individuals, 
units or formations shall not be regarded as constituting or in- 
cluded in a “‘force’’ for the purposes of the present Agreement; 

(b) “civilian component’’ means the civilian pe .rsonnel accom- 
panying a force of a Contracting Party who are in the employ of 
an armed service of that Contracting Party, and who are not 
stateless persons, nor nationals of any State which is not a party 
to the North Atlantic Treaty, nor nationals of, nor ordinarily 
resident in, the State in which the force is loc ated: 

(c) “dependent”? means the spouse of a member of a force or 
of a civilian component, or a child of such member depending on 
him or her for support; 

(d) “sending State’? means the Contracting Party to which the 
force belongs; 

(e) “receiving State’? means the Contracting Party in the terri- 
tory of which the force or civilian component is located, whether 
it be stationed there or passing in transit; 

(f) ‘‘military authorities of the sending | state’? means those 
authorities of a sending State who are empowered by its law to 
enforce the military law of that State with respect to members of 
its forces or civilian. components; 

(g) “North Atlantic Council’ means the Council established 
by Article 9 of the North Atlantic Treaty or any of its subsidiary 
bodies authorised to act on its behalf. 

This Agreement shall apply to the authorities of political sub- 
divisions of the Contracting Parties, within their territories to which 
the Agreement applies or extends in accordance with Article XX, as 
it applies to the central authorities of those Contracting Parties, 
provided, however, that property owned by political subdivisions 
shall not be considered to be property owned by a Contracting Party 
within the meaning of Article VIII. 
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ARTICLE VII 


1. Subject to the provisions of this Article, 

(a) the military authorities of the sending State shall have the 
right to exercise within the receiving State all criminal and dis- 
ciplinary jurisdiction conferred on them by the law of the sending 
State over all persons subject to the military law of that State; 

(b) the euthorities of the receiving State shall have jurisdiction 
over the members of a force or civilian component and their 
dependents with respect to offenses committed within the terri- 
tory of the receiving State and punishable by the law of that 
State. 

2. (a) The military authorities of the sending State shall have the 
right to exercise exclusive jurisdiction over persons subject to the mili- 
tary law of that State with respect to offenses, including offences 
relating to its security, punishable by law of the sending State, but not 
by the law of the receiving State. 

(b) The authorities of the receiving State shall have the right to 
exercise exclusive jurisdiction over members of a force or civilian 
component and their dependents with respect to offences, including 
offences relating to the security of that State, punishable by its law 
but not by the law of the sending State. 

(c) For the purposes of this paragraph and of paragraph 3 of this 
Article a security offence against a State shall include 

(i) treason against the State; 

(ii) sabotage, espionage or violation of any law relating to 
official secrets of that State or secrets relating to the national 
defense of that State. 

3. In cases where the right to exercise jurisdiction is concurrent the 
following rules shall apply: 

(a) The military authorities of the sending State shall have the 
primary right to exercise jurisdiction over a member of a force or of 
a civilian component in idhetion to 

(i) offences solely against the property or security of that 
State, or offences solely against the person or property of another 
member of the force or civilian component of that State or of a 
dependent; 

(ii) offences arising out of any act or omission done in the 
performance of official duty. 

(b) In the case of any other offence to the authorities of the receiv- 
ing State shall have the primary right to exercise jurisdiction. 

(c) If the State having the primary right decides not to exercise 
jurisdiction, it shall notify the authorities of the other State as soon 
as practicable. The authorities of the State having the primary right 
shall give sympathetic consideration to a request from the authorities 
of the other State for a waiver of its right in cases where that other 
State considers such waiver to be of particular importance 

4. The foregoing provisions of this Article shall not imply any right 
for the military authorities of the sending State to exercise jurisdiction 
over persons who are nationals of or ordinarily resident in the receiving 
State, unless they are members of the force of the sending State. 

5. (a) The authorities of the receiving and sending States shall 
assist each other in the arrest of members of a force or civilian com- 
ponent or their dependents in the territory of the receiving State and 
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in handing them over to the authority which is to exercise jurisdiction 
in accordance with the above provisions. 

(b) The authorities of the receiving State shall notify promptly 
the military authorities of the sending State of the arrest of any mem- 
ber of a force or civilian component or a dependent. 

(c) The custody of an accused member of a force or civilian com- 
ponent over whom the receiving State is to exercise jurisdiction shall 
if he is in the hands of the sending State, remain with that State until 
he is charged by the receiving State. 

6. (a) The authorities of the receiving and sending States shall 
assist each other in the carrying out of all necessary investigations into 
offences, and in the collection and production of evidence, including 
the seizure and, in proper cases, the handing over of objects connected 
with an offence. The handing over of such objects may, however, be 
made subject to their return within the time specified by the authority 
delivering them. 

(b) The authorities of the Contracting Parties shall notify one 

another of the disposition of all cases in which there are concurrent 
rights to exercise jurisdiction. 
7. (a) A death sentence shall not be carried out in the receiving 
State by the authorities of the sending State if the legislation of the 
receiving State does not provide for such punishment in a similar 
case. 

(b) The authorities of the receiving State shall give sympathetic 
consideration to a request from the authorities of the sending State 
for assistance in carrying out a sentence of imprisonment pronounced 
by the authorities of the sending State under the provision of this 
Article within the territory of the receiving State. 

8. Where an accused has been tried in accordance with the pro- 
visions of this Article by the authorities of one Contracting Party 
and has been acquitted, or has been convicted and is serving, or has 
served his sentence, or has been pardoned, he may not be tried again 
for this same offence within the same territory by the authorities of 
another Contracting Party. However, nothing in this paragraph 
shall prevent the military authorities of the sending State from trying 
a member of its force for any violation of rules of discipline arising 
from an act or omission which constituted an offence for which he was 
tried by the authorities of another Contracting Party. 

9. Whenever a member of a force or civilian component or a 
dependent is prosecuted under the jurisdiction of a receiving State he 
shall be entitled— 

a) to a prompt and speedy trial; 

b) to be informed, in advance of trial, of the specific charge or 
charges made against him; 

(c) to be confronted with the witnesses against him; 

(d) to have compulsory process for obtaining witnesses in his 
favour, if they are within the jurisdiction of the receiving State; 

(e) to have legal representation of his own choice for his defence 
or to have free or assisted legal representation under the condi- 
tions prevailing for the time being in the receiving State; 

(f) if he considers it necessary, to have the services of a com- 
petent interpreter; and 

(g) to communicate with a representative of the Government 
of sending State and, when the rules of the court permit, to 
have such a representative present at his trial. 
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10. (a) Regularly constituted military units or formations of q 
force shall have the right to police any camps, establishments or other 
premises which they occupy as the result of an agreement with the 
receiving State. The military police of the force may take all appro- 
priate measures to ensure the maintenance of order and security on 
such premises. 

(b) Outside these premises, such military police shall be employed 
only subject to arrangements with the authorities of the receiving 
State and in liaison with those authorities, and insofar as such employ- 
ment is necessary to maintain discipline and order among the members 
of the force. 

11. Each Contracting Party shall seek such legislation as it deems 
necessary to ensure the adequate security and protection within its 
territory of installations, equipment, property, records and official 
information of other Contracting Parties, and the punishment of 
persons who may contravene laws for that purpose. 


RESOLUTION OF RATIFICATION, WITH RESERVATIONS, AS AGREED TO BY 
THE SENATE ON JULY 15, 1958 


Resolved (two-thirds of the Senators present concurring therein), That 
the Senate advise and consent to the ratification of Executive T, 
Eighty-second Congress, Second Session, an agreement between the 
parties to the North Atlantic Treaty Regarding the Status of their 
Forces, signed at London on June 19, 1951. 

It is the understanding of the Senate, which understanding inheres 
in its advice and consent to the ratification of the Agreement, that 
nothing in the Agreement diminishes, abridges, or alters the right of 
the United States of America to safeguard its own security by exclud- 
ing or removing persons whose presence in the United States is deemed 
prejudicial to its safety or security, and that no person whose presence 
in the United States is deemed prejudicial to its safety or security 
shall be permitted to enter or remain in the United States. 

In giving its advice and consent to ratification, it is the sense of 
the Senate that: 

1. The criminal jurisdiction provisions of Article VII do not 
constitute a precedent for future agreements; 

2. Where a persons subject to the military jurisdiction of the United 
States is to be tried by the authorities of a receiving state, under the 
treaty the commanding officer of the armed forces of the United 
States in such state shall examine the laws of such state with par- 
ticular reference to the procedural safeguards contained in the 
Constitution of the United States; 

3. If, in the opinion of such commanding officer, under all the cir- 
cumstances of the case, there is danger that the accused will not be 
protected because of the absence or denial of constitutional rights he 
would enjoy in the United States, the commanding officer shall 
request the authorities of the receiving state to waive jurisdiction in 
accordance with the provisions of paragraph 3 (c) of Article VII 
(which requires the receiving state to give “sympathetic considera- 
tion’”’ to such request) and if such authorities refuse to waive jurisdic- 
tion, the commanding officer shall request the Department of State to 
press such request through diplomatic channels and notification shall 
be given by the Executive Branch to the Armed Services Committee 
of the Senate and House of Representatives. 
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4. A representative of the United States to be appointed by the 
Chief of Diplomatic Mission with the advice of the seniorJUnited 
States military representative in the receiving state will attend the 
trial of any such person by the authorities of a receiving state under 
the agreement, and any failure to comply with the provisions of para- 
graph 9 of Article VII of the agreement shall be reported to the 
commanding officer of the armed forces of the United States in such 
state who shall then request the Department of State to take appro- 
priate action to protect the rights of the accused, and notification 
shall be given by the Executive Branch to the Armed Services Com- 
mittees of the Senate and House of Representatives. 


DOCUMENTS RELATING TO UNITED STATES-JAPAN 
ARRANGEMENT 


(APPENDIXES 3 THROUGH 8) 
APPENDIX 3 


Securtry TREATY BETWEEN THE UNITED STATES OF AMERICA AND 
JAPAN 


(Entered into force April 28, 1952) 


Japan has this day signed a Treaty of Peace with the Allied 
Powers.[{'] On the coming into force of that Treaty, Japan will not 
have the effective means to exercise its inherent right of self-defense 
because it has been disarmed. 

There is danger to Japan in this situation because irresponsible 
militarism has not yet been driven from the world. Therefore Japan 
desires a Security Treaty with the United States of America to come 
into force simultaneously with the Treaty of Peace between the 
United States of America and Japan. 

The Treaty of Peace recognizes that Japan as a sovereign nation 
has the right to enter into collective security arrangements, and 
further, the Charter of the United Nations recognizes that all nations 
possess an inherent right of individual and collective self-defense. 

In exercise of these rights, Japan desires, as a provisional arrange- 
ment for its defense, that the United States of America should main- 
tain armed forces of its own in and about Japan so as to deter armed 
attack upon Japan. 

The United States of America, in the interest of peace and security, 
is presently willing to maintain certain of its armed forces in and about 
Japan, in the expectation, however, that Japan will itself increasingly 
assume eeponnibiiiey for its own defense against direct and indirect 
aggression, always avoiding any armament which could be an offensive 
threat or serve other than to promote peace and security in accord- 
ance with the purposes and principles of the United Nations Charter. 

Accordingly, the two countries have agreed as follows: 


ARTICLE I 


Japan grants, and the United States of America accepts, the right, 
upon the coming into force of the Treaty of Peace and of this Treaty, 





1 Treaties and Other International Acts Series 2490. 
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to dispose United States land, air and sea forces in and about Japan, 
Such forces may be utilized to contribute to the maintenance of 
international peace and security in the Far East and to the security 
of Japan against armed attack from without, including assistance 
given at the express request of the Japanese Government to put 
down large-scale internal riots and disturbances in Japan, caused 
through instigation or intervention by an outside power or powers, 
+ 7 * * * +. x 


ARTICLE III 


The conditions which shall govern the disposition of armed forces 
of the United States of America in and about Japan shall be deter- 
mined by administrative agreements between the two Governments, 


APPENDIX 4 


ADMINISTRATIVE AGREEMENT UNDER ARTICLE III oF THE Security 
TREATY BETWEEN THE UNITED STATES OF AMERICA AND JAPAN 


(Entered into force April 28, 1952) 
PREAMBLE 


Whereas the United States of America and Japan on September 8, 
1951, signed a Security Treaty which contains provisions for the dis- 
position of United States land, air and sea forces in and about Japan; 

And whereas Article III of that Treaty states that the conditions 
which shall govern the disposition of the armed forces of the United 
States in and about Japan shall be determined by administrative agree- 
ments between the two Governments; 

And whereas the United States of America and Japan are desirous 
of concluding practical administrative arrangements which will give 
effect to their respective obligations under the Security Treaty and 
will strengthen the close bonds of mutual interest and regard between 
their two peoples; 

Therefore, the Governments of the United States of America and 
of Japan have entered into this Agreement in terms as set forth below: 

* * * * * * * 


ARTICLE XVII 


1. Upon the coming into force with respect to the United States of 
the ‘‘Agreement between the Parties to the North Atlantic Treaty 
regarding the Status of their Forces,” signed at London on June 19, 
1951, the United States will immediately conclude with Japan, at the 
option of Japan, an agreement on criminal jurisdiction similar to the 
corresponding provisions of that Agreement. 

2. Pending the coming into force with respect to the United States 
of the North Atlantic Treaty Agreement referred to in paragraph 1, 
the United States service courts and authorities shall have the right 
to exercise within Japan exclusive jurisdiction over all offenses which 
may be committed in Japan by members of the United States armed 
forces, the civilian component, and their dependents, excluding their 
dependents who have only Japanese nationality. Such jurisdiction 
may in any case be waived by the United States. 
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3. While the jurisdiction provided in paragraph 2 is effective, the 
following provisions shall apply: 
* * * e . : , 


ARTICLE XXVI 


1. A Joint Committee shall be established as the means for con- 
sultation between the United States and Japan on all matters requiring 
mutual consultation regarding the implementation of this Agreement. 
In particular, the Joint Committee shall serve as the means for con- 
sultation in determining the facilities and areas in Japan which are 
required for the use of the United States in carrying out the purposes 
stated in Article I of the Security Treaty. 

2. The Joint Committee shall be composed of a representative of 
the United States and of Japan, each of whom shall have one or more 
deputies and a staff. The Joint Committee shall determine its own 
procedures, and arrange for such auxiliary organs and administrative 
services as may be required. The Joint Committee shall be so organ- 
ized that it may meet immediately at any time at the request of the 
representative of either the United States or Japan. 

3. If the Joint Committee is unable to resolve any matter, it shall 
refer that matter to the respective governments for further considera- 
tion through appropriate channels. 


ARTICLE XXVII 


1. This Agreement shall come into force on the date on which the 
Security Treaty between the United States and Japan enters into 
force. 





APPENDIX 5 


Proroco, tro AMEND ARTICLE XVII or THE ADMINISTRATIVE AGREE- 
MENT UnprR Arricii III or tue Sscurrry Treaty Between 
THE Unirep Srates OF AMERICA AND JAPAN 


(Entered into force October 29, 1953) 


Whereas the “Agreement between the Parties to the North Atlantic 
Treaty regarding the Status of their Forces”, signed at London on 
June 19, 1951, ['] came into force on August 23, 1953 with respect to 
the United States of America; and 

Whereas Japan desires to conclude with the United States of 
America an agreement on criminal jurisdiction similar to the cor- 
responding provisions of the said Agreement in accordance with the 
provisions of paragraph 1 of Article XVII of the Administrative 
Agreement, signed at Tokyo on February 28, 1952, {?] under Article 
Ill of the Security Treaty [*] between the United States of America 
and Japan; 

Now the Governments of the United States of America and Japan 
have agreed that the existing provisions of Article XVII of the said 
Administrative Agreement shall be abrogated and the following pro- 
visions shall be substituted: 


1 Treaties and Other International Acts Series 2846. 
2 TIAS 2492. 
*TIAS 2491, 
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ARTICLE XVII 


Subject to the provisions of this Article, 

(a) the military authorities of the United States shall haye 
the right to exercise within Japan all criminal and disciplinary 
jurisdiction conferred on them by the law of the United States 
over all persons subject to the military law of the United States; 

(b) the authorities of Japan shall ‘have jurisdiction over the 
members of the United States armed forces, the civilian com- 
ponent, and their dependents with respect to offenses committed 
ee the territory of Japan and punishable by the law of Japan. 
(a) The military authorities of the United States shall have the 

right to exercise exclusive jurisdiction over persons subject to the 
military law of the United States with respect to offenses, includin 
offenses relating to its security, punishable by the law of the United 
States, but not by the law of Japan. 

(b) The authorities of Japan shall have the right to exercise exclusive 
jurisdiction over members of the United States armed forces, the 
civilian component, and their dependents with respect to offenses, 
including offenses relating to the security of Japan, punishable by 
its law but not by the law of the United States. 

(c) For the purposes of this paragraph and of paragraph 3 of this 
Article a security offense against a State shall include 

(i) treason against “the State; 

(il) sabotage, espionage or violation of any law relating to 
official secrets of that State, or secrets relating to the national 
defense of that State. 

In cases where the right to exercise jurisdiction is concurrent 
the following rules shall apply: 

(a) The military authorities of the United States shall have 
the primary right to exercise jurisdiction over members of the 
United States armed forces or the civilian component in relation 
to 

(i) offenses solely against the property or security of the 
United States, or offenses solely against the person or prop- 
erty of another member of the U nited States armed forces 
or the civilian component or of a dependent; 

(ii) offenses arising out of any act or omission done in the 
performance of official duty. 

(b) In the case of any other offense the authorities of Japan 
shall have the primary right to exercise jurisdiction. 

(c) If the State having the primary right decides not to exer- 
cise jurisdiction, it shall notify the authorities of the other State 
as soon as practicable. The authorities of the State having the 
primary right shall give sympathetic consideration to a request 
from the authorities of the other State for a waiver of its right 
in cases where that other State considers such waiver to be of 
particular importance. 

4. The foregoing provisions of this Article shall not imply any right 
for the military authorities of the United States to exercise jurisdiction 
over persons who are nationals of or ordinarily resident in Japan, 
rae thay are members of the United States armed forces. 

(a) The military authorities of the United States and the 
nisthodeition of Japan shall assist each other in the arrest of members 





RIS 2D OD fais Ore 


Co @® 


: 
) 





OPERATION OF ARTICLE VIL’ OF NATO TREATY 21 


of the United States armed forces, the civilian component, or their 
dependents in the territory of Japan.and:in-handing them over to the 
authority which is to exercise jurisdiction in accordance with the 
above provisions. _ 

(b) The authorities of Japan shall notify promptly the military 
authorities of the United States of the arrest of any member of the 
United States armed forces, the civilian component, or a dependent. 

(c) The custody of an accused member of the United States armed 
forces or the civilian component over whom Japan is to exercise juris- 
diction shall, if he is in the hands of the United States, remain with 
the United States until he is charged by Japan. 

6. (a) The military authorities of the United States and the 
authorities of Japan shall assist each other in the carrying out of all 
necessary investigations into offenses, and in the collection and 
production of evidence, including the seizure and, in proper cases, the 
handing over of objects connected with an offense. The handing 
over of such objects may, however, be made subject to their return 
within the time specified by the authority delivering them. 

(b) The military authorities of the United States and the authorities 
of Japan shall notify each other of the disposition of all cases in which 
there are concurrent rights to exercise jurisdiction. 

7. (a) A death sentence shall not be carried out in Japan by the 
military authorities of the United States if the legislation of Japan 
does not provide for such punishment in a similar case. 

(b) The authorities of Japan shall give sympathetic consideration 
to a request from the military authorities of the United States for 
assistance in carrying out a sentence of imprisonment pronounced by 
the military authorities of the United States under the provisions of 
this Article within the territory of Japan. 

8. Where an accused has been tried in accordance with the pro- 
visions of this Article either by the military authorities of the United 
States or the authorities of Japan and has been acquitted, or has been 
convicted and is serving, or has served, his sentence or has been 
pardoned, he may not be tried again for the same offense within the 
territory of Japan by the authorities of the other State. However, 
nothing in this paragraph shall prevent.the military authorities of the 
United States from trying a member of its armed forces for an 
violation of rules of discipline arising from an act or omission whic 
constituted an offense for which he was tried by the authorities of 
Japan. 

9. Whenever a member of the United States armed forces, the 
civilian component or a dependent is prosecuted under the jurisdic- 
tion of Japan he shall be entitled: 

(a) to a prompt and speedy trial; 

(b) to be informed, in advance of trial, of the specific charge or 
charges made against him; 

(c) to be confronted with the witnesses against him; 

(d) to have compulsory process for obtaining witnesses in his 
favor, if they are within the jurisdiction of Japan; 

(e) to have legal representation of his own choice for his de- 
fense or to have free or assisted legal representation under the 
conditions prevailing for the time being in Japan; 

(f) if he considers it necessary, to have the services of a com- 
petent interpreter; and 
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(g) to communicate with a representative of the Government 
ei he Unita States and to have such a representative present at 
is trial. 

10. (a) Regularly constituted military units or formations of the 
United States armed forces shall have the right to police any facilities 
or areas which they use under Article II of this Agreement. The 
military police of such forces may take all appropriate measures to 
ensure the maintenance of order and security within such facilities 
and areas. 

(b) Outside these facilities and. areas, such military police shall be 
mean only subject to arrangements with the authorities of Japan 
and in liaison with those authorities, and in so far as such employment 
is necessary to maintain discipline and order among the members of 
the United States armed forces. 

11. In the event of hostilities to which the provisions of Article 
XXIV of this Agreement apply, either the United States or Japan 
shall have the right, by giving sixty days’ notice to the other, to sus- 
pend the application of any of the provisions of this Article. If this 
right is exercised, the United States and Japan shall immediately 
consult with a view to agreeing on suitable provisions to replace the 
provisions suspended. 

The present Protocol shall come into effect thirty days after the 
date of its signing. 

IN WITNESS WHEREOF the representatives of the two Governments, 
duly authorized for the purpose, have signed the present Protocol. 

Dons at Tokyo, in duplicate, in the English and Japanese languages, 
pete texts being equally authentic, this oars day of Septem- 

er, 1953. 
For the Government of the United States of America: 
[seAL] Joun M. ALLISON 


For the Government of Japan: 
[seat] Katsvo OKazakI 
TrakesH1 INvUKAI 


APPENDIX 6 


AGREED OrriciAL Minutes REGARDING PrRoTocoL To AMEND 
ArticLeE XVII oF rae ADMINISTRATIVE AGREEMENT BETWEEN THE 
Unitep States oF AMERICA AND JAPAN : 


Re paragraph 1 (a) and paragraph 2 (a): 

The scope of persons subject to the military law of the United 
States shall be communicated, through the Joint Committee, to 
the Government of Japan by the Government of the United 
States. 


Re paragraph 2 (c): 

Both Governments shall inform each other of the details of all 
the security offenses mentioned in this subparagraph and the 
provisions governing such offenses in the existing laws of their 
respective countries. 
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Re paragraph 3 (a) (i): 


Where a member of the United States armed forces or the 
civilian component is charged with an offense, a certificate issued 
by or on behalf of his commanding officer stating that the alleged 
offense, if committed by him, arose out of an act or omission done 
in the performance of official duty, shall, in any judicial proceed- 
ings, pF sufficient evidence of the fact unless the contrary is 

roved. 

The above statement shall not be interpreted to prejudice in 
any way Article 318 of the Japanese Code of Criminal Procedure. 


Re paragraph 3 (c): 


1. Mutual procedures relating to waivers of the primary right 
to exercise jurisdiction shall be determined by the Joint Com- 
mittee. 

2. Trials of cases in which the Japanese authorities have 
waived the primary right to exercise jurisdiction, and trials of 
cases involving offenses described in paragraph 3 (a) (ii) com- 
mitted against the State or nationals of Japan shall’ be held 
promptly in Japan within a reasonable distance from the places 
where the offenses are alleged to have taken place unless other 
arrangements are mutually agreed upon. Representatives of 
the Japanese authorities may be present at such trials. 


Re paragraph 4: 


Dual nationals, United States and Japanese, who are subject 
to the military law of the United States and are brought to Japan 
by the United States shall not be considered as nationals of 
Japan, but shall be considered as United States nationals for the 
purposes of this paragraph. 


Re paragraph 5: 


1. In case the Japanese authorities have arrested an offender 
who is a member of the United States armed forces, the civilian 
component, or a dependent subject to the military law of the 
United States with respect to a case over which Japan has the 
primary right to exercise jurisdiction, the Japanese, authorities 
will, unless they deem that there is adequate cause and necessity 
to retain such offender, release him to the custody of the United 
States military authorities provided.that he shall, on request, be 
made available to the Japanese authorities, if such be the con- 
dition of his release. The United States authorities shall, on 
request, transfer his custody to the Japanese authorities at, the 
tame he is indicted by the latter. 

2. The United States military authorities shall promptly notify 
the Japanese authorities of the arrest of any member of the United 
States armed forces, the civilian component ora dependent in 
any case in which Japan has the primary right to exercise juris- 
diction. 


Re paragraph 9: 


1. The rights enumerated in items (a) through (e) of. this para- 
graph are guaranteed to all persons on trial in Japanese courts 
by the provisions of the Japanese Constitution. In addition to 
these rights, a member of the United States armed forces, the 
civilian component or a dependent who is prosecuted under the 
jurisdiction of Japan shall have such other rights as ere guaran- 
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teed under the laws*of Japan to all persons on trial: in Japanese 
courts. Such additional rights include the following which are 
guaranteed under the Japanese Constitution: 
(a) He shall not be arrested or detained without being at 
once informed of the charge against him or without the im- 
mediate privilege of counsel; nor shall he be detained with- 
out adequate cause; and upon demand of any person such 
cause must be immediately shown in open court in his pre- 
sence and the presence of his counsel; 
(b) He shall enjoy the right to a public trial by an im- 
partial tribunal; 
(c) He shal net be compelled. to testify against himself: 
(d) He shall be permitted full opportunity to examine all 
witnesses ; 
(e) No cruel punishments shall be imposed upon. him. 

2. The United States authorities shall have the right upon 
request to have access at any time to members of the United States 
armed forces, the civilian component, or their dependents who 
are confined or detained under Japanese authority. 

3. Nothing in the provisions of paragraph 9 (g) concerning the 
presence of a representative of the United States, Government 
at the trial of a member of the United States armed forces, the 
civilian component or a dependent prosecuted under the jurisdic- 
tion of Japan, shall be so construed as to prejudice the provisions 
of the Japanese Constitution with respect to public trials. 


Re paragraphs 10 (a) and 10 (b): 


1. The United States military authorities will normally make 
all arrests within facilities and areas in use by and guarded under 
the authority of the United States armed forces. This shall not 
preclude the Japanese authorities from making arrests within 
facilities and areas in cases where the competent authorities of 
the United States armed forces have given consent, or in cases of 
pursuit of a flagrant offender who has committed a serious crime. 


Where persons whose arrest is desired by the Japanese 
authorities and who are not subject to the jurisdiction of 
the United States armed forces are within facilities and areas 
in use by the United States armed forces, the United States 
military authorities will-undertake, upon request, to arrest 
such persons. All persons-arrested by the United States 
military authorities, who are not subject to the jurisdiction 
of the United States armed forces, shall immediately be 
turned over to the Japanese authorities. 

The United States military authorities may, under due 
process of law, arrest in the vicinity of a facility or area any 
person in the commission or attempted commission of an 
offense against the security of that facility or area. Any such 
person not subject to the jurisdiction of the United States 
armed forces shall immediately be turned over to the Jap- 
anese authorities. 

2. The Japanese authorities will normally not exercise the 
right of search, seizure, or inspection with respect to any 
persons or property within facilities and areas in use by and 
guarded under the authority of the United States armed 
forces or with respect to property of the United States armed 


se 
re 


n- 
. 
h 
C~ 


l- 





OPERATION OF ARTICLE VII OF NATO “TREATY 25 


forces wherever situated, except in cases where the com- 
petent authorities of the United States armed forces consent 
to such search, seizure, or inspection by the Japanese au- 
thorities of such persons or property. 


Where search, seizure, or inspection with respect to persons 
or property within facilities and areas in use by the United 
States armed forces or with respect to property of the United 
States armed forces in Japan is desired by the Japanese author- 
ities, the United States military authorities will undertake, upon 
request, to make such search, seizure, or inspection. In the 
event of-a judgment: concerning, such, property, except property 
owned or utilized by the United States Government or its instru- 
mentalities, the United States will turn over such property to the 
Japanese authorities for disposition in accordance with the 
judgment. 


Re application of the Protocol: 

The provisions of the Protocol shall not apply to any offenses 
committed before the coming into effect of the Protocol. Such 
cases shall be governed by the provisions of Article XVII of the 
Administrative Agreement:as it. existed. prior to the coming. into 
effect of the Protocol. 


Joun M. ALLISON Katsvuo OKAZAKI 
Ambassador Extraordinary and Minister for Foreign Affairs of 
Plenipotentiary of the United Japan. 


States of America. 
TrakEsHI INUKAI 
Minister of Justice of Japan. 
Toxyo, September 29, 1958. 


APPENDIX 7 
AGREED VIEWS 
SUB-COMMITTEE ON JURISDICTION 


ADMINISTRATIVE AGREEMENT MATTERS 
CRIMINAL PANEL 


The matters of procedure, definition and interpretation set out 
below have been agreed to by the United States and Japanese mem- 
bers of the Criminal Panel, Jurisdiction Sub-committee, with respect 
to the Protocol and Official Minutes of 29 September 1953, amending 
Article XVII of the Administrative Agreement between the United 
States and Japan. These matters were approved by the Joint Com- 
mittee under Article XXVI of the Administrative Agreement as 
follows: 

* * * * * * * 

Agreed Views No 37 through No 43... Approved 29 October 
1953, effective 28 October 1953 


* * * * * *” * 
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PART II 


EXERCISE OF JURISDICTION 
* * * * * * x 


No 39: The term “official duty’ as referred to in paragraph 3 (a) 
(ii) of the Protocol and Official Minutes relating thereto is understood 
to be. any duty or service required or scibeuaed: to be done by statute, 
regulation, the order of a superior or military usage. 

* * * * * * x 


{Criminal Jurisdiction in Japan, Headquarters, Far East Command, 
APO 500, FEC Pamphlet No. 27-1, January 1956, pp. 7, 14] 


APPENDIX 8 
UNITED STATES ARMY FORCES, FAR EAST 
AND 
EIGHTH UNITED STATES ARMY (REAR) 
CIRCULAR 22-1 


ADMINISTRATION OF MILITARY JUSTICE AND RELATED Matters 


24 January 1956 


“ * ~ . * = * 


23. Acts or Omisstons ARISING FROM OFrrFiciAL Duty.—a. Gen- 
eral—The United States has the primary right to exercise jurisdiction 
over offenses arising from an act or omission of a member or civilian 
employee of the United States armed forces arising from the perform- 
ance of official duty. (See para 3, Article XVII.) The term “official 
duty” as used in Article XVII, Official Minutes, and the Agreed 
Views is not meant to include all acts by members of the armed 
forces and civilian component during periods while they are on duty, 
but is meant to apply only to acts which are required to be done as 
a function of those duties which the individuals are performing. 
Thus, a substantial departure from the acts a person is required to 
perform in a particular duty usually will indicate an act outside of 
his “official duty.”’ [page 21] 
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Calendar No. 1197 


85TH CONGRESS } SENATE | ReEportT 
Ist Session No. 1163 








PROVIDING FOR THE ADMISSION OF THE STATE OF 
ALASKA INTO THE UNION 


AvueustT 29, 1957.—Ordered to be printed 


Mr. Jackson of Washington, from the Committee on Interior and 
Insular Affairs, submitted the following 


REPORT 


[To accompany §. 49] 


The Committee on Interior and Insular Affairs, to whom was re- 
ferred the bill to provide for the admission of the State of Alaska 
into the Union, having considered the same, report favorably thereon 
with amendments and recommend that the bill, as amended, do pass. 

The committee held public hearings on the bill during this session, 
followed by several executive conferences to perfect the bill. 


Purpose oF THE Br 


The primary purpose of this bill is to admit Alaska into the Union 
without further congressional action as a full and equal sovereign 
State. A supplementary purpose is to provide out of the vast Federal 
domain in Alaska sufficient lands and resources to permit the new 
State to earn its continuing economic independence and growth. 

On April 24, 1956, the people of Alaska adopted a constitution for 
their proposed new State by a majority of 2144 tol. A copy of that 
constitution is included in this report as appendix A. They te also 
taken the other necessary steps to prepare themselves for State gov- 
ernment and have overwhelmingly demonstrated their desire for 
statehood now. The bill provides for confirmation of the constitution 
and for admission of the State on completion of a State election and 
ministerial actions which are necessary to the transition. 

96417—57 1 1 





































ADMISSION OF STATE OF ALASKA INTO THE UNION 


Masor Provisions or THE But AND How Tuey Appty 10 THE 
Facts in ALASKA 


Property grants—The land area of Alaska is 365.5 million acres— 
more than double the size of Texas, 3.6 times the size of California— 
and approximately 98 percent of the area is in Federal ownership, 
The United States has withdrawn from the public domain some 95 mil- 
lion acres, including much of the more valuable land in the Territory. 
As an example, Tongass National Forest covers nearly all of the 
southeastern panhandle of Alaska; it covers an area 500 miles long 
containing 16 million acres. The panhandle is the most temperate area 
of the Territory and includes many of the cities and towns. Thus 
Federal withdrawal policies have severely restricted the ability of 
inhabitants to acquire more of the valuable land. 

The expenses of the State of Alaska will be comparatively high, 
partially due to the vast land areas within the State; but the State 
would be able to realize revenues from only 2 percent of this vast 
area unless some provision were made to modify the present land- 
ownership conditions. 

Section 6 of the bill includes some grants of specified lands to be 
used for special purposes. However, the great bulk of the land grant 
is authorized by subsections 6 (a) and 6 (b) which allow the State to 
select within 25 years a total of 103,350,000 acres from Federal lands 
in Alaska, 400,000 acres of this total amount may be selected from 
national forests, to be used for community expansion and recreation 
sites. This allows to Alaska a much greater quantity of land than has 
been granted to any other State; however, after transfer of the total 
selected amount, the United States will still own about 70 percent of 
the land in Alaska. 

With the exception of 400,000 acres of national-forest land, the 
State will not have the right to select lands which have been withdrawn 
from the public domain. Therefore, the grants to the new State will 
not cause any substantial interference with Federal land programs 
instituted over the past many years. Also, any lands sought by the 
State in the area which may be withdrawn by the United States pur- 
suant to section 10 of the bill for protection or defense of the Nation 
may not be selected without prior approval of the President ; therefore, 
the land grants do not pose any threat to the national defense. 

Obviously, the State may raise money by selling the granted lands, 
and may benefit in perpetuity from the tax sources which will be 
created by their private ownership and use. But another long ae 
source of revenue is created. Such grants may and no doubt will 
include lands which are known or expected to contain mineral de- 
posits, and the act requires that any such mineral deposits shall remain 
in State ownership subject only to lease by the State. Therefore the 
granted lands will constitute an asset of continuing value to the State. 
The public interest will be well served by providing this asset to the 
end that the State of Alaska may join the Union as master in fact of 
a reasonable portion of the natural wealth within its borders—as @ 
self-sustaining and virile State. 

Financial provisions —The Territory of Alaska has a government 
which includes nearly all departments and agencies, and which per- 
forms nearly all functions of State government. A list of its govern- 
mental bodies and functions is included as appendix B to this report. 
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Such functions have been supported in the past by Territorial revenues. 
There are, however, some important additional functions the respon- 
sibility for which will be transferred from the Federal Government to 
the State. To mention items that will cost the most, the State will 
have to build and maintain its highways and access roads, administer 
the fish and wildlife program, establish and maintain a land office and 

a court system and jails, and pay more than the Territory now pays 
for support of the legislature and the offices of Governor and secre- 
tary of state. j 

Some of the additional costs connected with statehood will be met 
by granting the State a reasonable return from Federal exploitation 
of resources within the new State. In the past the United States 
has controlled the lions share of such resources and, in some instances, 
retained the lion’s share of the proceeds. This situation, though it 
has not proved conducive to development of the Alaskan economy, 
may have been proper at times when the United States paid a large 
part of the expense of governing the Territory. However, the com- 
mittee deems it only fair that when the State relieves the United 
States of most of its expense burden, the State should receive a realistic 
portion of the proceeds from resources within its borders. The divi- 
sions of proceeds established in the bill are determined by comparison 
with other States and consideration of the geographic facts which 
apply to Alaska. 

The State is granted 70 percent of the net proceeds from sales of 
fur seal and sea-otter skins from the Pribilof Islands (sec. 6 (e)). 
On the basis of past revenues to the United States, the new State should 
receive approximately $1,100,000 per year from this source. 

Section 22 of the bill extends to the State the provisions of Public 
Law 88, 85th Congress, which was approved July 10 of this year. 
Under this new law the Territory receives a total of 90 percent of the 
profits from government coal mines and 90 percent of the profits from 
operations under the Mineral Leasing Act. Prior to the 1957 law, 
Alaska received none of the proceeds from government coal mines and 
37144 percent of the proceeds from mineral leasing operations. With- 
out section 22 in the bill, the new State would not be within the purview 
of the 1957 act. 

Under section 22, 3714 percent of the proceeds from mineral opera- 
tions will be earmarked for roads and educational purposes, and the 
remainder will be available for distribution as the legislature, with its 
intimate knowledge of local needs, may direct. 

By section 6 (f) of the bill, the State is granted 5 percent of the net 
pooneds from sales of public lands in Alaska, the proceeds to be used 
or public-school purposes. This is a normal provision in enabling 
acts. 

_ The State is also granted 3714 percent of the proceeds from its na- 
tional forests (sec. 6 (g)). This is 1214 percent more than is received 
by other States, However, it has been common practice to grant sub- 
stantial forest lands to other States, whereas Alaska is restricted to 
400,000 acres out of the vast Federal forest lands within the State, and 
even that small amount is for community expansion and recreation 
areas, Payment of the additional 1214 percent continues only until 
otherwise directed by Congress, and ceases in 10 years without further 
congressional action. This grant was included to provide some addi- 
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tional support during the initial difficulties of statehood, and is in- 
tended for use by the new State in providing for its school system. 

The Submerged Lands Act of 1953 will apply to the new State, thus 
ae title to submerged lands, as was done for all other coastal 

tates. 

The bill includes only one authorization for appropriation of gen- 
eral funds in the Treasury; it is found in section 21. The authoriza- 
tion is for $15 million, to be used for land surveys. The great bulk 
of Alaskan land is not surveyed at this time, and to survey it will be 
a monumental task. The best estimate by the Bureau of Land Manage- 
ment indicates that it will cost about $69 million to survey into sections 
the lands granted to Alaska under the bill. It would cost $11,200,000 
to survey them only into township units. The granted lands cannot 
be used until surveyed; so, without funds for surveys, the land grants 
would become an idle gesture. 

No special provision was included in the bill to furnish funds for 
highways, because Alaska is now under the Federal-Aid Road Act, 
subject to a special formula for benefits and matching funds. The 
need for roads may well be the most serious headache facing the 
new State, but the committee became convinced that such matters 
should be taken up, if necessary, in other, more appropriate legislation. 

The financial sections of the bill certainly provide no more than a 
fair measure of Federal cooperation in Alaska’s new venture. The 
bill does not grant any advantage over existing States. 

It is not expected that the bill will solve all of Alaska’s problems 
or meet all of the State financial obligations, but the committee does 
intend to provide to the State its fair share of the means by which it, 
like all other States, must solve its own problems. 

Special national-defense withdrawals——Northern and_ western 
Alaska is the closest American area to the considerable Soviet military 
installations in Siberia. For this and other reasons, the strategic 
position of the area indicates that it will remain a vital outpost for 
the national defense in the foreseeable future. The special national- 
defense withdrawal provisions of the bill are effective only in such 
northern and western areas. 

The area which is subject to withdrawals contains about 276,000 
square miles (slightly less than half of the total area of Alaska) and 
24,000 people. The population includes 15,000 Indians or other 
natives, and 5,000 persons in military service or in the civilian employ 
of the Department of Defense. The natives will remain under 
Federal trusteeship, in any event. Two-thirds of the schools in the 
area are maintained by the Alaska Native Service and one-third of 
the enrollment in Territorial schools is native children who are sup- 
ported by the native service. 

There are vast mineral resources in the withdrawal area, including 
a gas field estimated to contain 300 billion cubic feet of gas. 

Some communities exist in the area, the largest being Nome, Point 
Barrow, and Kotzebue, but for the most part the area is remote and 
barren. 

The provisions of the bill for protection of the national defense 
constitute the major amendment to the bill as introduced. The Presi- 
dent has requested that suitable area limitations and other safeguards 
for the national security be provided. In accord with that request, the 
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Department of the Interior and the Department of Defense rec- 
ommended adoption of certain national-defense withdrawal provi- 
sions. The committee made several changes in the departmental rec- 
ommendations and adopted the modified provisions now found mainly 
in section 10 of the bill. 

In general, the withdrawal provisions allow the President to place 
any part or parts of the withdrawable area under exclusive Federal 
jurisdiction and control if and when he deems it necessary in the 
interest of national defense. Thereupon, all governmental power over 
the designated area or areas will vest in the United States, saving to 
the State only the power to serve process, provide voting privileges, 
and levy taxes. State laws in effect at the time of the withdrawal will 
remain in effect in most instances, but they will be enforced in Federal 
court and by Federal officers. 

As a practical matter, the isolated nature of the withdrawable area 
indicates that Federal administration of parts of the area could well 
prove advantageous both to the United States and to the State, be- 
cause the same area that is most important for national defense is most 
difficult to supply with State services and administration. 

The committee modifications are mainly concerned with four aspects 
of the section. The first of these concerns the area to which the section 
applies. Under the departmental recommendations, the boundary of 
the withdrawable area would have extended along the banks of the 
Porcupine, Kuskokwim, and Yukon Rivers. The committee modified 
section 10 (b) to move the boundary line 5 miles back from each river, 
thus excluding from the withdrawable area a strip of land 5 miles wide 
along the course of the rivers. The strip of land includes several small 
communities. The committee deemed it wise to assure that both banks 
of the rivers and the areas occupied by these small communities would 
remain under State jurisdiction. The interested executive departments 
voiced no opposition to this modification. 

The second major modification concerns the power of the State to 
tax individuals or enterprises within withdrawn areas. The depart- 
mental recommendations, as submitted, would have prevented the 
State from imposing any taxes within withdrawn areas pursuant to 
any State law which was enacted after the date of the President’s 
withdrawal order. The committee believes that such a restriction 
could create a tax-evasion device whereby an occupant of land on 
one side of the withdrawal boundary would be subject to such taxes 
as the State saw fit to impose, but the occupant of adjoining property 
across the boundary would be exempt. No sound reason is conceived 
why people within such defense areas should be exempt from such 
taxes. Therefore, the committee adopted the modification which 
appears as the last two provisos of section 10 (c). The modification 
does not allow the State to discriminate against an area under Federal 
jurisdiction, nor to subject the area to tax laws which are inconsistent 
with the use of the area for its defense purpose. The modification 
also requires such tax laws to be lawful under the other laws of the 
United States. It is the purpose of the committee to leave untouched 
the questions as to what kinds of taxes or applications of tax laws con- 
stitute or do not constitute attempts to tax the United States or its 
property. 

The third major modification concerns the government of political 
subdivisions of the State. It is the purpose of the executive depart- 
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ments and of the committee to assure that municipal corporations and 
other political subdivisions may operate as islands of concurrent local 
and Federal jurisdiction if they are included within the external 
boundaries of any withdrawn area. Section 10 (d) (5) was modified 
to clarify the fact that such subdivisions may enact, enforce, and 
administer their own laws, notwithstanding any withdrawal, and to 
assure that the State can form new subdivisions and enact laws con- 
cerning the powers and organization of subdivisions so long as the 
State laws are enacted for legitimate purposes. Without such a pro- 
vision concerning State laws, cities within withdrawals would have to 
come to Congress to acquire the least additional authority. The com- 
mittee cannot conceive that Congress should unnecessarily involve 
itself in the corporate business of small towns thousands of miles away. 
Nor would Congress have access to the local facts that are necessary 
to make a sure decision as to whether a remote Alaskan area should 
be incorporated into a school district. At the same time, the com- 
mittee does not feel that the new State should have the power to 
frustrate the intent of the section by forming ali of the withdrawable 
area into a gigantic borough just so the borough could exercise juris- 
diction concurrent with the United States. 

The last major modification of section 10 concerns the safety of 
private property rights. During the hearings on the bill, it was ex- 
plained to the committee that the President might require that all 
ae be removed from withdrawn areas. It is not clear and cannot 
xe made clear what other effects might follow a withdrawal proclama- 
tion. Many other actions of the United States under the open-ended 
powers granted by section 10 could conceivably lead to the partial or 
total destruction of private property rights in the withdrawn area. 

It is intended by the committee and by the executive departments 
that private property rights which are acquired at any time prior to 
the withdrawal proclamation will not be injured of destroyed by any- 
thing in section 10, or the proclamation issued pursuant to it, or in 
any other manner, without payment of just compensation according 
ta the laws of eminent domain. 

However, section 10, as originally submitted, seemed to the commit- 
tee to raise a grave possibility that property rights acquired after en- 
actment of the bill and prior to the proclamation would be deemed to 
be subject and subordinate to all powers vested in the United States 
by section 10. Thus, although section 10 as submitted speaks in terms 
of jurisdiction and not of property, it might be construed to prevent 
the vesting of property rights which would be valid as against the 
United States. 

The committee is convinced that such a doubtful property status 
could retard the development of the vast northern and western sec- 
tions of the new State; therefore, the section was modified to include 
section 10 (f). The modification assures that section 10 is not in- 
tended to modify existing laws concerning the power of eminent do- 
main, nor intended to prevent the acquisition of property rights which 
have the same validity as they would have if section 10 were not in 
existence. 

The judicial system.—The Territory of Alaska now has a Federal 
court system with authority derived from the Judicial Code. The 
court sits in four divisions and decides both Federal and Territorial 
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matters. Lesser legal matters are decided by United States commis- 
sioners’ courts. 

The new State will, of course, have a judicial system of its own. 
Also there will be established a Federal district court with powers 
derived from article III, section 1, of the Constitution of the United 
States, the same as Federal courts sitting in other States. Therefore, 
it will be necessary to divide the business which is now handled by 
one court between the new State court system and the new constitu- 
tional Federal court. The division of business will be made in accord- 
ance with the usual] rules establishing the jurisdiction of State and 
Federal courts. 

There may be a lapse of time between the date on which the new 
State is admitted and the date on which the new court systems are 
established and ready to operate. The bill, in section 18, makes pro- 
vision for this contingency. 

The present Territorial court, together with its officers, will con- 
tinue its functions relating to Federal matters until 3 years after 
admission of the State or until the President proclaims that the new 
Federal court is ready to operate, whichever is sooner. The Terri- 
torial court, together with its officers, would also continue its consid- 
eration of State matters until the Governor of Alaska certifies to the 
President that the State courts are ready to operate. Thus, the people 
of Alaska will be entitled to use the Territorial court facilities until 
the State facilities are ready, but such State facilities must be prepared 
by the time the President puts the Territorial court out of operation 
or there will be a lapse of. time during which no forum is available 
for State matters. 

All of section 18 is an amendment based on the recommendations of 
the Department of Justice. The committee added the provisions of 
the section which assure that the Governor of Alaska will have the 
power to discontinue the use of Federal] facilities for State matters at 
any time that the State is ready to handle them. 


HisTortcaL AND GENERAL INFORMATION 


Alaska became a part of this country 90 years ago. William H. 
Seward, then Secretary of State, negotiated the purchase of the entire 
Territory for $7,200,000. At that time some referred to the purchase 
as “Seward’s folly”—the shortsightedness of the critics is now ac- 
knowledged by everyone. The residents of Alaska now pay more than 
six times the purchase price annually in Federal taxes, and this value 
is insignificant as compared to Alaska’s value for resources, for the 
defense of the free world, and for available lands to be used by present 
and future generations of Americans. 

For 90 years Alaska has been the challenge and the frontier for some 
of America’s most enterprising citizens. Alaska has come a long 
way since the rigors of the frontier and the gold rush; Alaskans now 
live under conditions and with the conveniences common to the homes 
and factories throughout the Nation. 

The population increased slowly and steadily for many years, but in 
recent years it has increased very rapidly. Between 1950 and 1956 the 
civilian population increased from 108,000 to 161,000, an increase of 
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48.6 percent. The present population is estimated to be 212,500, includ- 
ing approximately 50,000 military personnel. Alaska has shown a 
larger percentage population growth than any State for 17 years, 

Alaska is immense in area and varied in climate and topography. 

On the southeastern and southwestern coasts, the winter temperatures 
rarely go below zero; at Fort Yukon on the Arctic Circle temperatures 
vary from 78° below to 100° above zero. The climate in a large part 
of the Territory is not unlike the North Central United States. 
_ The land area is about one-fifth the size of the United States. Alaska 
is larger than the combined areas of Iceland, Scotland, Norway, Swe- 
den, Finland, and Denmark. These nations, which support a robust 
population of 24 million, lie in similar latitudes and have similar 
climatic conditions. 

Alaska is a land of many natural resources, and they have been 
scarcely touched. There are current investigations and plans to utilize 
several billion tons of iron ore in one location in the southeastern 
coastal area. Its forests can support the production of 1 million tons 
of newsprint per year, and pulp production is now getting underway. 
There is no reason why the $80 million per year fishing industry should 
not continue to flourish under proper management. 

In all ways Alaska is a dynamic and spectacular land. No area of 
the world offers a more promising challenge to the man of vision. This 
waking giant is the essence of America in its sturdiest tradition and 
constitutes one of the Nation’s best investments in the future. 


REASONS FOR STATEHOOD 


There are four primary reasons why Alaska should be granted 
statehood: It would fulfill a longstanding legal and moral obliga- 
tion to 200,000 Americans, it would benefit Alaska, it would strengthen 
the Nation internally, and it would prove our adherence to the prin- 
ciples that guide the free world. 

Alaska has been under the American flag for 90 years. Article 
III of the treaty by which Alaska was ceded states : 


The inhabitants of the ceded Territory, according to their 
choice, reserving their natural allegiance, may return to 
Russia within 3 years, but if they should prefer to remain 
in the ceded Territory, they, with the exception of uncivilized 
native tribes, shall be admitted to the enjoyment of all the 
rights, advantages, and immunities of citizens of the United 
States, and shall be maintained and protected in the free en- 
joyment of their liberty, subject to such laws and regulations 
as the United States may, from time to time adopt in regard 
to aboriginal tribes of that country. 


Forty-five years ago the Alaska Organic Act was approved and 
Alaska became the incorporated Territory of Alaska as we know it 
today. All Territories that were ever incorporated have been admitted 
to statehood except Alaska and Hawaii, and only 3 Territories 
remained in incorporated status for longer than 45 years before ad- 
mission. The Supreme Court of the United States has stated that an 
incorporated Territory is an inchoate State, and has uniformly con- 
ng that the incorporated status is an apprenticeship for state- 

ood. 
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Therefore, Alaska has followed the legal path toward statehood 
from the dawn of its American history until now. Alaskans and other 
Americans have intended and planned that statehood would be granted 
in its usual course. The only serious question in recent times has been, 
“When will statehood be conferred ?” 

The people of Alaska are Americans in the best tradition and have 
performed their duties as citizens. They now have a right to self- 
government, 

History proves beyond a reasonable doubt that statehood will be 
beneficial to Alaska, Our past achievements prove that local respon- 
sibility, in itself, provides a climate which cannot be equaled for 
stimulation and progress. 

There are many practical reasons for statehood in addition to the 
stated legal and moral grounds. It is impossible for Congress to 
understand and solve the local problems of this distant area as well or 
as fast as they could be solved by State government. The rigidity of 
Territorial government and the inherent difficulties of acquiring 
Federal legislation are clearly restricting development of this vast 
area. Public improvements and capital investments are hard and ex- 
pensive to finance in Alaska partially because investors do not consider 
any Territorial government to be as stable or responsible as a State 
government must be. 

In the past when statehood has been granted to any territory the 
new State has experienced an immediate and substantial increase in 
population. (See appendix C.) Alaska has the space and resources to 
profit by such an increase and is entitled to its chance to follow the good 
fortune of the other States. 

The committee is convinced that statehood will be as beneficial to the 
Nation asa whole as it isto Alaska. From the standpoint of the Nation 
as a Whole, the experiment of statehood has never failed. In no 
instance has it been possible to predict the precise benefits that, would 
accrue from admission of a particular State, but the wisdom of 35 
affirmative decisions is proved by our Nation’s present stature and 
health. 

Statehood will effect the most painless and permanent of econom 
measures. Alaskans are asking to pay their own bills, many of whic 
are now paid by the United States, and they will contribute more 
and more to the support of the Union as their area develops. 

Admission of Aleaks as a State will increase its value to the Nation’s 
defense. Other nations may not consider, as we do, that Alaska is a 
permanent and inseparable portion of the United States. Any linger- 
ing doubt as to whether we would defend it would be bloodlessly dis- 
pelled by admitting it as a State of the Union. 

The free world looks to the United States as the shield against 
tyranny. We are trusted because we do not impose our will on those 
weaker than ourselves. We have traditionally espoused the cause of 
those peoples who are refused a timely and legitimate request for 
self-determination. The United States is an architect of the United 
Nations Charter which calls upon member nations which administer 
non-self-governing territories to develop self-government and heed 
the political aspirations of the people. Admitting Alaska to statehood 
would be irrefutable proof that we live in accordancce with the prin- 
ciples which we recommend for others. 
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READINESS FOR STATEHOOD 


Article IV, section 3, of the Constitution of the United States 
states simply: “New States may be admitted by the Congress into this 
Union; * * *.” It doees not set any requirements as to when or under 
what conditions States may be admitted. However, throughout our 
history the traditional requirements for statehood have been : 

(1) that the inhabitants of the proposed new State are imbued 
with and are sympathetic toward the principles of democracy as 
exemplified in in the American form of government; 

(2) that a majority of the electorate desire statehood; and 

(3) that the proposed new State has sufficient population and 
resources to support State government and to provide its share 
of the cost of the Federal Government. 

The committee believes that each of the above requirements has 
been duly satisfied by the people of Alaska. 

It has never been doubted that the people of Alaska have satified the 
first requirement. The institutions, homes, schools, laws and people 
are as American as in any State of the Union. The patriotism and 
loyalty of Alaskans have been proved beyond doubt by the excellent 
support given to the Armed Forces in World War II when Alaska was 
the only continental area which was actually invaded. Morale and 
stability were above reproach while wartime conditions in Alaska were 
much worse than anywhere else within the continental United States. 

On several recent occasions, the majority of Alaskans have asserted 
their desire for immediate statehood. In 1946 a referendum was held 
on the question and resulted in a 3-to-2 majority in favor of statehood. 
In April 1956, the voters ratified the constitution for the future State 
by a 2-to-1 majority. In their last session the senate and the house of 
the Legislature of the Territory of Alaska passed by unanimous vote 
a joint resolution requesting statehood by March 30, 1957 (see 
appendix D). 

The third requirement for statehood has been the subject of some 
controversy and therefore will be discussed in the following section of 
the report; however, the committee is thoroughly convinced that 
Alaska has sufficient resources and population to satisfy the require- 
ment. 

ArcuMENTs AGAINsT STATEHOOD 


Only one witness appeared in opposition to immediate statehood at 
this session’s hearings on the bill. That witness was in favor of 
eventual statehood but did not think that present economic conditions 
warranted immediate admission. The same witness expressed doubt 
that the people wanted statehood at this time. Throughout the various 
hearings and through other channels the overwhelming majority of 
witnesses and interested persons have expressed a desire for statehood. 
Some few, however, have believed that the admission should be de- 
layed. The arguments against immediate statehood have fallen into 
the general pattern as follows: 
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(1) The population of the Territory is too small to justify 
representation in Congress or to support State government. 

(2) Alaska, being noncontiguous, will remain isolated from 
American life. 

(3) The economic conditions in Alaska are unstable due to 
present high a spending, and the resources of the Territory 
are not sufficiently developed to allow private enterprise to take 
up the slack in employment and provide necessary revenues 
should Federal spending be abruptly curtailed. 

(4) Statehood will require sharp tax increases thereby discour- 
aging economic development. 

Insufficient population.—The committee feels that the first argument 
is without merit. The population of Alaska is now greater than was 
the population of at least 25 States at the time of their admission to 
the Union. At the date of admission California had 92,000 inhabi- 
tants, Oregon about 50,000, Illinois 34,000, Montana about 140,000 and 
Texas about 200,000, to mention some States that had smaller popu- 
lations. 

Alaska has topped all of the States in percentage population growth 
since 1940. In 17 years the population has nearly tripled. If history 
repeats itself the population will increase even faster when statehood 
is attained. 

This seems to the committee to be a very late date to assert that 
the population of Alaska does not warrant representation by 1 Repre- 
sentative and 2 Senators. The framers of the Constitution came to a 
demonstrably wise solution of this problem, and throughout our his- 
tory the Congress and the American people have seen fit to follow 
their mandate even though most States were admitted when they had 
less inhabitants than now reside in Alaska. 

Noncontiguity——The argument that Alaska should be denied state- 
hood because the peninsula happens to be noncontiguous to the rest of 
the continental United States is wholly lacking merit, either histori- 
cally or factually. Historically, noncontiguity has never been a re- 
quirement nor has it been followed as a precedent. California was 
admitted in 1850 when some 1,500 miles or more of plains and moun- 
tains and wilderness—a wilderness infested by hostile Indians—sepa- 
rated her from the nearest State of the United States. It is interest- 
ing to note that some of the very same arguments which were used in 
the 81st Congress in 1850 against the admission of California, and later 
Oregon, which was contiguous only to California, are being used 
against the admission of Alaska. 

Factually, in this day of radio, telephone, television, telegraph, and 
the airplane, Alaska is much nearer to Washington, D. C., in travel and 
communication time than were Boston and New York at the time of 
the formation of the Union. This fact is so self-evident as to require 
no elaboration. However, the following historical comparisons are 
of interest : 

The fastest time by the famed pony express from the “jumping off” 
place in the then sparsely populated and financially poor Territory of 
Nebraska to California was 9 days. This service, of course, was only 
for mail, at $5 a half ounce. 

The best stagecoach time from the terminal in St. Joseph, Mo., to 
San Francisco, was 25 days. 
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The record for a sailing vessel in 1850 was established by the clipper 
Sea Witch which made the trip from New York around the Horn to 
San Francisco in 97 days. 

Lack of development and dependence on Federal spending.—The 
discussion of this argument applies also to the argument that state- 
hood will result in tax increases which will tend to discourage economic 
development. 

It has been pointed out previously in this report that the committee 
believes that the development of resources in Alaska has been re- 
tarded by Federal control. The United States has set aside vast 
areas that contain some of the most promising timber stands, mineral 
deposits, and other resources. One of the primary purposes of the 
bill is to alleviate part of this condition of Federal domination go 
that the wealth of the State may inure to the benefit of Alaska and 
the Nation. It is true that such provisions as land selections, release 
of Government coal areas, and more realistic division of oil and gas 
po probably will not be the final word on control of resources, 

owever, it is a beginning in the right direction if development is 
not to be stifled. If Alaska had two Senators and a voting Repre- 
sentative in Congress, the proper overall development of Alaskan 
lands could, no doubt, be expedited. 


utilization is now in its infancy in Alaska, and is enjoying an aus- 
picious start. Ketchikan Pulp Co. has built a $56 million pulp mill 
which is one of the most modern in the world. Plans for two other 
large pulp operations are in the last stages and expected to be com- 

leted shortly. Additional large timber projects are in various stages. 
Practically all of the present activity is restricted to use of the timber 
in Tongass National Forest on a sustained-yield basis. 

Utilization of Alaskan iron ore is in prospect, a major oil strike was 
made within the past month and oil exploration is progressing with 
increasing fervor, and plans are being studied for use, through private 
investment, of 300 billion cubic feet of gas in one field. Mining con- 
tinues for gold, coal, sand and gravel, and other minerals. Copper, 
tin, nickel, and mercury deposits are commanding increasing 
attention. 

The increase in economic activity at a time when statehood is in likely 
prospect indicates that investors are encouraged rather than fright- 
ened by the possibility of operating under State authority. There 
will be suitable opportunities for investors beyond the enterprises now 
started or planned partially because Alaska contains deposits of nearly 
all of the minerals on the present critical list and immense sources of 
hydroelectric power, all of which is nearly untouched. 

Tax collections in the Territory do not reflect an accurate image of 
the business transacted because many large taxpayers in Alaska busi- 
ness file their returns elsewhere. The committee believes that Ter- 
ritorial status adds to this problem, and that more businessmen would 
stay in Alaska rather than operate their business from a distance if 
Alaska were a State. The same inaccuracy applies to local bank de- 
posits as an indication of business activity. 

However, residents of Alaska paid $20,354,126.67 in Territorial taxes 
during 1956 in addition to about $45 million in Federal taxes. Bank 
deposits in the Territory were $50 million in 1945 and are about $160 
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million today. A detailed description of the Territorial taxes is in- 
cluded as appendix E of this report. 

In the last 4 fiscal bienniums the Territory has collected some $11 
million surplus over budgeted needs. A description of collections and 
appropriations since 1949 follows: 








Biennium Gross tax Appropria- 
collection ! tions ? 


SID, nhs he cbqced chp Gade = $05 ~sodds depute si brn dda heobines bet aen een $15, 715,435.48 | $18, 429, 131. 38 












ee Oe cen ei FE ear E RI Ee DL” - 28, 662,849.54 | 19, 425, 635. 79 
MEMO 2, 5. satis, i stu do tlL Sheth AU oe SAU oo sh be be 30, 221, 633.01 | 25,079, 617. 24 
ic a ee ee 36, 562,636.57 | 36,971, 414. 31 

esa, ae Sc ER ee ee 111, 162, 554.60 | 99, 905, 798, 72 
hth gt clei aniline dant iad (8) 38, 327, 001. 74 


1 Collections reported on calendar year basis. 

? Appropriations made for fiscal biennium beginning April 1 of odd year and ending Mar. 31 of following 
odd year except for 1957-58 appropriations which is for a 27-month period beginning Apr. 1, 1957, and ending 
June 30, 1959. 

3 Estimates not presently available because of revisions made by Territorial legislature in 1957 in tax 
rates and methods of computing several important taxes. 






























The starting point of 1949 was used because the legislature then en- 
acted a basic tax program adding several levies. 

Thus, Alaska has had a net surplus in its budget for the last few 
years, and has provided the basic services of State government except 
those precluded by the organic act. The services were provided and 
paid for without incurring any bonded indebtedness. There is no 
sales tax in Alaska and no property tax at the present time except in 
cities and incorporated districts; but based on the amount collected in 
1956, the yield for the next biennium will be about $41 million without 
imposing any additional taxes. 

Alaska has proved its willingness and ability to meet its obliga- 
tions as a Territory and has established an enviable fiscal position, 
and the committee deems it axiomatic that financial responsibility will 
increase when statehood is granted. 

It is true that the United States has made large expenditures in 
the Territory in recent years, most of them for military installations. 
However, as previously stated, new industries are now — and the 
committee expects that such industries will, in the foreseeable future, 
demand what workers may be released from defense construction. 
Gen. Nathan Twining, speaking for the Department of Defense, testi- 
fied at the hearings this session that the Department of Defense fav- 
ored statehood and that the overall strategic concept for defense of 
Alaska would remain unaffected by statehood. The committee can see 
no reason why military spending will come to an abrupt halt in the 
foreseeable future. Even if the expenditures for military construc- 
tion should cease it is very likely that large numbers of personnel 
will remain to operate and maintain the installations thereby con- 
tinuing support for the economy. 

In the unlikely event that all military activity in Alaska ceases 
before private enterprise is prepared to take up the slack, then Alaska 
will have to cinch up its belt and face it, in the good company of many 
other States which will be in the same fix. 

Based on the foregoing considerations and the proved tenacity and 
responsibility of Alaskans, the committee concludes that Alaska can 
and will solve its future problems of economic development and em- 
ployment. 
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Therefore, the committee finds no merit in any of the arguments 
against statehood. Alaska has undertaken and successfully completed 
its apprenticeship. 

READINESS FOR STATEHOOD 


; —_ committee believes that Alaska is in all ways ready for state- 
ood. 

The first Alaska statehood bill was submitted to the Congress in 
1916. Since 1947 statehood bills have been almost continuously before 
the Congress; and there are 3,500 or more pages of printed hearings 
on such bills. Such hearings have been held in Alaska and in Wash- 
ington on numerous occasions. The subject has been thoroughly ex- 
plored and considered. . 

The committee does not advocate the theory that public polls are 
always and exactly accurate, but it is of interest to note that the 
Gallup Poll, based on a recent survey, indicates that the American 
public now favors statehood for Alaska by a 9-to-1 majority. The 
overwhelming majority of the American public has, according to these 
polls, favored statehood for the last ten years. 

During the last 45 years Alaska has operated as complete a govern- 
ment as the organic act allowed and has grown and matured to its 
present position of stability and responsibility. All reasonable re- 
quirements for statehood have been met and the people of Alaska have 
expressed their overwhelming desire that it be granted immediately. 
Therefore, for the good of the Nation and of Alaska, the committee 
recommends that the bill be enacted and that Alaska be admitted as 
a State of the Union. 

CoNCLUSION 


The committee realizes that the Congress is not bound by court 
decisions or by congressional precedent; the final decision lies in the 
sound discretion of the 85th eainey However, every court utter- 
ance on the subject and every action of other Congresses considering 
other States lead to the inevitable conclusion that the wisdom of the 
ages is on the side of statehood. 

Alaskans are asking for the responsibilities that go with the kind 
of government which we know to be best for the Nation and best for 
individual Americans. The committee believes that Alaska has proved 
all qualities that the Nation traditionally demands. 

Over a period of many generations and under conditions that would 
stop a weaker breed, Alaskans have tamed a great land and have 
offered it to the Nation for its many values, all in justifiable reliance 
on Alaska’s ultimate destiny as a full member of our proud Union of 
States. 

Now is the proper time for the Congress to fulfill that destiny. 


SrecrionaL ANALYSIS 


A section-by-section analysis of S. 49, as reported, is set forth below. 
Amendments adopted by the committee are discussed in the analysis. 
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GENERAL PROVISIONS 


Section 1 declares that, upon issuance of the proclamation required 
by the act, the State of Alaska is admitted into the Union on an equal 
footing with other States, subject to the provisions of the act; finds 
that the constitution adopted by the people of Alaska in the election 
held on April 24, 1956, conforms with the Constitution of the United 
States and the principles of the Declaration of Independence; and con- 
firms the constitution so adopted. : 

Section 2 describes the area which will comprise the State of Alaska, 
namely, all of the area within the Territory of Alaska together with 
territorial waters. 

Section 3 requires that the constitution of the State of Alaska shall 
always be republican in form and not be repugnant to the Constitution 
of the United States and the Declaration of Independence. 

Section 4 is a compact between the United States and the State of 
Alaska and its people. The State and its people disclaim all right to 
property held by the United States or subject to disposition by the 
United States except the property granted or confirmed to the State 
or its subdivisions under authority of the act. 

The disclaimer also applies to property which is owned or held by 
natives, or by the United States in trust for natives, and states that such 
property remains under the absolute control of the United States, as 
prescribed by existing or future acts of Congress. The disclaimer con- 
cerning native property does not apply to property held by individual 
natives in fee without restrictions on alienation. 

The purpose of the disclaimer clause is to protect the rights of the 
Federal Government in public lands which are not disposed of by the 
act and to protect the rights of the native inhabitants. 

The original bill contained the words “absolute jurisdiction and 
control” in the description of the authority which is retained by the 
United States over native lands. The committee deleted the words 
“jurisdiction and” for the reason that “absolute jurisdiction” is a 
term of art describing a status of authority which is not presently ex- 
ercised by the United States over Indian lands within the United 
States. The bill in its present form does not and is not intended to 
change or affect the laws of the United States relating to jurisdiction 
over Indian or native lands. 

The first proviso of section 4 directs that nothing contained in the 
act shall be construed to affect the existence or validity of any claim 
against the United States nor be construed as an interpretation of 
the meaning or application of any Federal law pertaining to such 
claims. The purpose of the proviso is to leave the legal question as 
to the existence or validity of any claim against the United States, in- 
cluding native claims, in exact status quo, and to leave the question 
for subsequent legislation or judicial decision without expressing any 
opinion or mandate in this act. 

The second proviso includes within the compact a stipulation that 
the State shall not impose taxes on property of the United States or 
native property except to the extent authorized or to be authorized 
by Congress, but the restriction on taxation does not apply to property 
held by individual natives in fee without restrictions on alienation. 
This proviso expresses existing law as it applies within the States and 
is not intended to effect any change in santa. 
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The last sentence of section 4 includes within the compact the stipu- 
lation that the State and its subdivisions shall not tele any action 
which unreasonably discriminates against nonresidents. This sentence 
is an amendment adopted by the committee. In the recent past it ap- 
pears that the Territory of Alaska sought to impose taxes which would 
discriminate against nonresidents in favor of residents of the Terri- 
tory. An example of such discrimination is set forth in the case 
entitled Mullaney v! Anderson (342 U, 8S. 415), which was decided 
by the Supreme Court of the United States in 1952. The committee 
does not, by this amendment, intend to restrict the ordinary sover- 
eignty of the new State, even if such restrictions were possible under 
the Constitution of the United States; however, it is the intention of 
the committee to include the amendment as a specific compact with the 
prpene And the State of Alaska, for the benefit of nonresidents, to 
etter insure continuous compliance by the State with the constitu- 
tional restriction against discrimination in favor of residents. 
Section 5 confirms in the State of Alaska title to all property owned 
by the Territory of Alaska, and, except for grants made or authorized 
by the act, confirms in the United States title to all Federal property 
in the new State. 


GRANTS OF LAND AND OTHER PROPERTY 


Section 6 is the section authorizing grants of property to the new 
State. 

Subsection 6 (a) authorizes the State of Alaska to select 400,000 
acres of land within national forests and an additional 400,000 acres 
from other public lands. All lands selected under subsection 6 (a) 
must be adjacent to established communities or suitable for prospective 
community centers and recreational areas. 

State ownership of valuable, accessible timberlands and other lands 
described in this subsection should and is intended to encourage the 
development and expansion of communities and recreational areas. 

The proviso in subsection 6 (a) safeguards private rights which 
subsist in the selected lands. In view of the fact that certain national 
forest lands are now subject to long-term contracts allowing private 
operators to cut timber and that more of such contracts may be exe- 
cuted, it was deemed advisable to make specific mention of contracts 
in addition to the enumerated rights which arise by operation of law. 
For this reason, the committee approved the amendment mentioning 
contracts. However, the proviso is not intended to apply solely to 
logging contracts but is intended to protect all valid private property 
rights subsisting in the lands subject to selection. 

Subsection 6 (b) provides for the selection of an amount of land 
not to exceed 102,550,000 acres from available public lands. Selec- 
tions pursuant to this subsection must be made within 25 years after 
admission of the State of Alaska into the Union. This grant is in 
addition to the selections authorized in subsection 6 (a) and is made 
for general State purposes. 

The first proviso of subsection 6 (b) is intended to protect all private 
rights, including contract rights, subsisting in the lands at the time 
they are selected. 

The second proviso in this subsection requires that no selections 
shall be made in the area subject to special national-defense with- 
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drawals, as authorized in section 10, without approval of the President 
or his designated representative. 

Subsections 6 (c) and 6 (d) constitute grants from the United States 

to the State of Alaska of the real property and improvements in 
Juneau which are now used for the Federal building and the Federal 
jail. 
Subsection 6 (e) directs the transfer to the State of Alaska of all 
real and personal property which is owned by the United States, 
situated in Alaska, a used for the sole purpose of conserving and 
protecting Alaskan fisheries and wildlife under the provisions of the 
statutes cited in the subsection. However, such transfer shall not in- 
clude the following: (1) lands set apart as wildlife refuges or reserva- 
tions, (2) facilities utilized in connection with wildlife reservations or 
refuges, or (3) lands or personal property utilized in connection with 
general research activities relating to fisheries or wildlife. 

The committee amendment to subsection 6 (e) provides that money 
apportioned or available for apportionment by the Secretary of the 
Interior as of the date the new State is admitted into the Union for 
wildlife restoration and fish restoration and management under au- 
thority of the two statutes cited shall remain available under the terms 
in effect at the time the apportionments are made. The purpose of the 
amendment is to continue providing a small amount of money 
($150,000 per year maximum) for the continuation of fish and wildlife 
programs which are now managed in cooperation with the Territorial 
fish and wildlife departments. The money would be available for a 
period which could not exceed 1 year. 

Subsection 6 (e) also allows to the State of Alaska 70 percent of the 
net proceeds derived during each fiscal year from sales of sealskins or 
sea-otter skins. An amendment adopted by the committee defines the 
term “net proceeds” to allow the United States to deduct from gross 
proceeds of such sales the costs of handling, dressing, and selling 
such skins and the expenses incurred in the administration of the 
Pribilof Islands. The subsection does not change the present Federal] 
control of seal and sea-otter hunting and management. 

Subsection (f) provides that the United States will pay to the State 
of Alaska 5 percent of the net proceeds of public lands sales made 
subsequent to the admission of the new State into the Union. The 
funds to be transferred pursuant to this subsection must be used for 
the support of public schools. 

Subsection 6 (g) directs the Secretary of the Treasury to pay to the 
State of Alaska 1214 percent of the money received during each fiscal 
year from the national forests of Alaska in addition to the 25 percent 
now received by the Territory of Alaska pursuant to the statute cited 
in the subsection. However, Congress specifically retains the power 
to change this provision and the provision expires by its terms 10 years 
after the date of admission of the State into the Union. 

This subsection, which is a committee amendment, would have the 
effect of granting to the new State 1214 percent more of the revenues 
from national forests within the State than is enjoyed by other States 
of the Union. The existing statute which grants 25 percent of such 
forest revenues to the States requires that the funds be used for roads 
and schools. This subsection does not specifically limit the use of the 
additional revenues, but it is intended that they will be applied to the 
same use as other national forest revenues. 
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Subsection 6 (h) sets forth the procedure by which the lands granted 
in quantity may be selected and prescribes certain standards that will] 
be followed by the parties to the grant. 

In general the selections will be made in such manner as may be pro- 
vided by State law and in conformity with such regulations as may be 
prescribed by the Secretary of the Interior. 

The committee amendment appearing in the first sentence of the 
subsection is intended to exempt the State, in its selection of national 
forest lands, from the necessity of compliance with regulations of the 
Secretary of the Interior. This exemption is included because sub- 
section 6 (a), referred to in the amendment, names the Secretary of 
Agriculture as the approving authority for selections of national forest 
lands (although the ultimate patents of national forest lands will be 
issued by the Secretary of the Interior). 

The subsection requires that all lands authorized to be granted in 
quantity shall be selected in reasonably compact tracts considering the 
situation and potential uses of the lands involved, and sets a minimum 
of 5,760 acres per tract to be selected unless isolated from other select- 
able areas. 

The subsection likewise prevents alienation of the State’s right to 
select lands. 

The State will have a preferred right to select lands which may be 
released from Federal withdrawals. For a period of 90 days after 
revocation of the withdrawal order, the State could select lands subject 
to outstanding rights or equitable claims. ‘The State’s preference is 
prior to GI homestead rights of application but subordinate to any 
other preference rights conferred by law. 

A committee amendment authorizes the State to execute conditional 
leases and to make conditional sales pending the issuance of final 
patents to selected lands. The purpose of this amendment is to allow 
the continuation of mining or other operations during the period 
between selection and issuance of patents. The committee intends that 
any such conditional dispositions would be terminable in the event title 
is not transferred to the State. 

The subsection provides for exterior boundary surveys to be made 
by the Secretary of the Interior. This provision is required because 
a large part of the public lands in Alaska have never been surveyed 
and such surveys are necessary for the use or conveyance of selected 
lands. 

Subsection 6 (i) pertains to selection of lands on which rights have 
accrued to third persons under the provisions of the Mineral Leasing 
Act of February 25, 1920, or the Alaska Coal Leasing Act of October 
20, 1914. The subsection provides that such lands are withdrawn 
from selection by the new State unless (1) a lease, permit, license or 
contract is in effect on the date of approval of the act; and (2) unless 
an application to select such lands is filed with the Secretary of the 
Interior within 5 years after the date of admission of the new State 
into the Union. Thus, the new State would not be able to select the 
lands on which a mineral or coal lease, permit, license, or contract is 
issued after passage of the act, but the new State may select lands 
which are subject to such rights as of the date of enactment of the act 
if application for such selection is made within 5 years after admission 
into the Union. The subsection also provides that selections of such 








ADMISSION OF STATE OF ALASKA INTO THE UNION 19 


mineral lands shall result in transfer to the new State of all interests 
of the United States in such lands including all rights under the out- 
standing lease, permit, license, or contract, subject to the rights of 
miner. 

tin 6 (3) provides that all grants to the State under the act 
include mineral deposits and requires that all State conveyances of 
lands granted by subsections 6 (a) and 6 (b) (selected lands) shall be 
subject to a reservation in favor of the State of all minerals and the 
right to remove the same. Such mineral deposits can be leased by the 
State as the legislature directs, but disposition of lands or minerals in 
any other manner will result in forfeiture of such lands or minerals 
to the United States. : 

The original subsection 6 (j), which was deleted by the committee, 
provided that withdrawals of public lands by the Federal Gov- 
ernment within 5 years after approval of the act, for other than defense 
or Coast Guard purposes, would not prevent the State of Alaska from 
selecting such withdrawn lands if notice of selection were filed with 
the Secretary of the Interior within 5 years after the date of approval 
of the act. 

The Department of the Interior suggested deletion of this entire 
original subsection (j) for the reason that such a restriction on with- 
drawals would unduly interfere with present and contemplated Fed- 
eral projects in Alaska by creating a 5-year period during which the 
United States could not with assurance subject public lands to a public 
use, The committee believed that the blanket 5-year restriction was 
unnecessarily broad and disruptive to Federal programs. 

Subsection 6 (k) is an amendment adopted by the committee as a 
substitute for subsection 6 (j) of the original bill. The amendment 

rovides that the State of Alaska may file with the Secretary of the 
Toterion a written notice of intention to select specific lands. For a 
period of 5 years after such a notice is filed or until such selection is 
perfected or revoked, whichever is sooner, the United States will be 
prevented from withdrawing any part of such land except (1) for mili- 
tary or naval purposes; (2) in accordance with section 10 of the act; 
or (3) by an act of Congress. No parcel of public lands could be in- 
cluded in more than one notice of intention to select. 

Subsection 6 (1) requires the schools and colleges provided for to 
remain under exclusive control of the State or its governmental sub- 
divisions and prevents the use of proceeds from the disposal of granted 
school lands for support of sectarian or denominational schools. 

Subsection 6 (m) grants to the new State all lands previously trans- 
ferred to the Territory of Alaska. The subsection also repeals the 
statutory provisions reserving certain public lands in the Territory 
for school purposes and providing for the distribution of proceeds 
from the use of such lands. A committee amendment, approved by 
the Department of the Interior, grants to the new State title to those 
same school lands to be used by the State for school purposes. The 
effect of the amendment is to grant approximately 120,000 acres of 
surveyed school lands to the State. 

It is the purpose of the last clause of subsection 6 (m) to protect 
and continue the validity of any private property right arising under 
a contract, by operation of law, or otherwise, notwithstanding the 


Pest of statutory provisions and the grant of the subject lands to the 
tate. 
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Subsection 6 (n) provides that the land grants authorized by section 
6 are in lieu of the grants made to other States by the statutes cited 
in the text. The statutes which will not apply to Alaska authorize 
grants for internal improvements, swampland grants, and grants 
under the Morrill Act of 1862. 

Subsection 6 (0) specifically applies the Submerged Lands Act of 
1953 to the State of Alaska. The committee adopted the amendment 
shown as the proviso to the subsection for the following reasons: 
During the past few years the United States Forest Service has nego- 
tiated and executed long-term coniracts by the terms of which timber 
products companies are given the right to remove specified amounts 
of timber from the Tongass National Forest. One of the contracts 
extends for a period of 50 years and was negotiated in 1951, prior to 
enactment of the Submerged Lands Act. Tongass National Forest 
covers virtually all of the southeastern panhandle of Alaska, a huge 
area which is composed of innumerable islands and many cities and 
towns and which includes many bays and inlets. The only feasible 
method of transportation in much of the national forest area is by 
water. Also it is clearly not feasible to utilize the timber resources 
without the use of water areas in which to gather logs into rafts and’ 
store them for a winter supply to processing plants. Therefore, the 
use of such areas is necessary to the operations of those contracting 
with the United States, and such use has at all times been contem- 
plated both by the Forest Service and the contract holders. 

The committee believes that the Submerged Lands Act casts doubt: 
on the right of those contracting with the Forest Service to use the 
surface of Territorial waters for such purposes. The committee is 
convinced that the stated problem concerning the utilization of na- 
tional forests in Alaska is not present in other areas which are subject 
to the Submerged Lands Act, 

In view of the necessity of keeping faith with the Government con- 
tractors who have invested or will invest millions of dollars in reliance: 
on their contracts, and in view of the fact that the State of Alaska is 
granted an extra 1214 percent of the revenues from its national forests 
by subsection 6 (g) of the act, and recognizing that the State of Alaska 
must provide such areas to insure the undertaking and continuance of 
these timber projects which are so important to the Alaskan economy, 
the committee amendment requires that the new State provide such 
water areas as are necessary. Likewise, the amendment requires that 
the State shall reserve to itself the right to furnish such water areas to 
loggers in the event submerged lands are leased or alienated. 

Under the amendment the State will make the decision as to what 
areas are “necessary” at a particular time, subject to judicial determina- 
tion as to whether or not the State decision conforms with the terms 
and purpose of the amendment. It is impossible to prescribe boun- 
daries for necessary water areas, because different areas will become 
necessary as the sites of operations are moved from place to place within 
the national forests. 

The last clause of the amendment is to insure the survival of the 
contractors’ rights in the event that the State leases or alienates sub- 
merged lands adjacent to national forests. i 

The parenthetical phrase “(their agents and subcontractors)” is 
intended to include within the protection of the amendment, without 
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limitation, those who may hold subcontracts to perform the timber 
severance and delivery functions which are included within prime con- 
tracts with the Forest Service. 


PROCEDURE FOR ADMITTING THE STATE OF ALASKA INTO THE UNION 


Section 7 and section 8 establish legal machinery to admit the State 
of Alaska into the Union. Section 7 requires the President of the 
United States to certify to the Governor of Alaska, not later than July 
3, 1958, that this act has become law and requires the Governor to issue 
a proclamation not later than August 1, 1958, calling for election of all 
officers provided for by the constitution of the proposed State. Two 
Senators and one Representative in Congress must be elected. 

Section 8 sets forth the remaining procedure by which the new State 
of Alaska may be admitted into the Union and its Senators and Repre- 
sentative seated in Congress. 

Subsection 8 (a), as amended, fixes the procedure for the election 
required by section 7 above. A primary election and a general election 
will be held on dates to be fixed by the Governor of Alaska, but the gen- 
eral election must be held not later than December 1, 1958. At such 
election the people must elect 2 Senators and 1 Representative in Con- 
gress, and may elect all other officers provided for in the constitution 
of the proposed State of Alaska. The subsection also prescribes the 
qualifications of voters and directs the certification of the election 
results to the President. 

At the suggestion of the Delegate in Congress from Alaska, the com- 
mittee amended the provisions of the subsection setting the dates on 
which the primary and general election would be held, because the 
dates as set forth in the original bill did not provide sufficient time 
between elections for the candidates to campaign over the broad ex- 
panses of Alaska. 

Subsection 8 (b) sets forth the following two propositions which 
must be submitted to a vote of the people of Alaska: 


(1) The boundaries of the State of Alaska shall be pre- 
scribed in the Act of Congress approved , 
(date of approval of this Act) 
and all claims of this State to any areas of land or sea outside 
the boundaries so prescribed are hereby irrevocably relin- 
quished to the United States. 
(2) All provisions of the Act of Congress approved 
, reserving rights or powers to the United 
(date of approval of this Act) 
States, as well as those prescribing the terms or conditions of 
the grants of lands or other property therein made to the 
State of Alaska, are consented to fully by said State and its 
people. 


If both of the propositions are adopted by a majority of the legal 
votes cast, the constitution of the proposed State will be deemed 
amended accordingly. If either of such propositions is not so adopted, 
the act will thereupon “cease to be effective.’ 

The act does not designate a date for the election at which such 
propositions must be submitted; however, the proposed new State 
cannot be admitted to the Union unless and until such an election is 
held and both propositions adopted. 
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Subsection 8 (c) provides that, upon the finding by the President 
that the propositions previously mentioned have been duly adopted, 
and upon certification of the returns of the election, the President 
shall issue his proclamation announcing the results of the election; 
and thereupon the State of Alaska shall be deemed admitted into the 
Union. 

The subsection also directs the officers of the Territory and the Dele- 
— in Congress to continue their duties until issuance of the Presi- 

ent’s proclamation. Upon issuance of the proclamation the newly 
elected officers will assume their duties under authority of the State. 
The Senators and Representative in Congress will be entitled to be 
seated in Congress upon proper certification of their election by the 
Governor of Alaska. 

Subsection 8 (d) is an amendment providing for the continuation 
of laws which are in effect at the date of admission. All Territorial 
laws and all United States laws will continue in effect except as they 
are changed by the act or may properly be changed by State law. The 
term “Territorial laws” is defined to include laws of the United States 
which are enacted solely under the authority of the United States to 
provide for the government of Alaska prior to statehood. 

Section 9 entitles the State of Alaska to one Representative in 
Congress until the next reapportionment takes effect. Seating such 
Representative shall cause a temporary increase in the overall mem- 
bership of the House of Representatives, but such temporary increase 
shall not affect the permanent membership or the existing basis of 
apportionment. 


SPECIAL NATIONAL DEFENSE WITHDRAWALS 


Section 10 is an amendment which was submitted by the Department 
of the Interior and the Department of Defense and which has been 
modified in certain particulars by the committee. The following para- 
graphs are an overall description of the section; an analysis of sub- 
sections follows the overall description. The purpose of the section is 
to provide an area in northern and western Alaska from which the 
President may make withdrawals to be used for defense purposes. 
Presidential proclamations or Executive orders will vest in the United 
States absolute executive, legislative, and judicial jurisdiction over the 
area described in the proclamation, subject only to the right of the 
State to exercise the authority granted to it and its political subdivi- 
sions by section 10. 

Such proclamations or orders may be issued at any time after enact- 
ment of the bill into law and may describe any area or areas within 
the part of the new State which is described in subsection (b) of 
section 10. However, such proclamation shall not result in the estab- 
lishment of martial law or the suspension of rights guaranteed by the 
Constitution of the United States. 

Notwithstanding any such withdrawals the State of Alaska will 
retain the power to serve process, provide the voting franchise, and 
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tax people and property within withdrawn areas insofar as. such 
taxes do not otherwise violate Federal law. 

Upon issuance of such proclamation or Executive order, the in- 
cluded area will become subject to all Federal laws governing de- 
fense areas, Federal laws aprlitable to areas being used for the same 
defense purpose, and Federal laws of general application to areas 
under exclusive Federal jurisdiction. In addition to such Federal 
laws, the United States will adopt and enforce State laws which are 
in effect in the area when the proclamation or order is issued to the 
extent that such existing laws do not conflict. with any of the Federal 
laws described above. Thus the laws of the State will become Fed- 
eral law upon issuance of the proclamation insofar as such laws are 
not inconsistent with applicable Federal law. 

The adoption of State law applies to tax laws. It is intended that 
State tax awe enacted before or after withdrawal will be in effect 
in withdrawn areas insofar as such taxes are not inconsistent with 
Federal law or the purpose for which the withdrawal is made. The 
proceeds collected from such taxes will all be paid into the State 
treasury. However, in the event that any such taxes cannot lawfull 
be collected by the United States, the Federal executive agents will 
allow State agents to enter the area for the purpose of collecting 
such taxes. Thus Federal agents will collect such taxes as they have 
legal power to collect and will allow State agents to collect other 
State taxes in effect in the withdrawn area, and all of such tax reve- 
nues will be paid to the State. 

The jurisdiction over withdrawn areas will apply to everything 
within the exterior boundaries of such withdrawn areas; such areas 
might include cities, towns, school districts, or various other political 
subdivisions of the State. A special status is accorded such subdivi- 
sions by section 10. 

State laws pertaining to organization and powers of subdivisions 
and the laws and ordinances of subdivisions would not be adopted as 
Federal law. However, such State and local law will remain in effect 
and be enforced by local authorities, subject to the following lim- 
itations: Such State laws and laws of local political subdivisions, 
whether in effect on the date of the proclamation or thereafter enacted, 
will be in effect unless they are inconsistent with the full operation 
and use of the withdrawal. Furthermore, such State laws pertaining 
to the organization and powers of political subdivisions will be effec- 
tive only insofar as they are calculated to accomplish a legitimate 
municipal or local purpose. 

These provisions concerning local subdivisions include one of the 
committee modifications. It is intended to allow local subdivisions to 
continue legislating after withdrawal; and to allow the State to pass 
new laws which will govern the existence, powers, and actions of sub- 
divisions, whether such subdivisions are within or without with- 
drawals, so long as the State legislation serves a legitimate a 
As an example, the committee believes it is necessary to allow the 
State to establish new cities, school districts, and other subdivisions in 
withdrawn areas as changing circumstances may require. However, 
the committee does not intend the language to allow the State to form 
new subdivisions or take other actions the main purpose of which is to 
defeat the Federal jurisdiction over unincorporated areas as outlined 
in section 10. 
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All laws in force within withdrawn areas will be subject to chan 
by subsequent acts of Congress. Thus, Congress retains the right to 
supersede its own acts, State acts which have been adopted as Federal 
law, and laws which may be passed by the State or local political 
subdivisions, subject only to the State’s right to serve process, provide 
voting rights, and levy taxes. 

The committee is convinced that the original section 10 posed a 
serious threat that the section, in itself, would constitute an encum- 
brance or cloud on the title to all lands north and west of the line de- 
scribed in section 10 (b). The encumbrance would become important 
when lands or property rights were transferred to or established in the 
State or private parties subsequent to enactment of this bill and 
prior to the date on which lands were withdrawn. 

A particular problem appeared in the case of mineral land entries 
where the claimants’ property rights arise by operation of law. If 
such a claimant made an entry on lands within the withdrawable area 
subsequent to passage of the act but prior to withdrawal of the parti- 
cular parcel claimed, there would be a danger that the rights which 
he would otherwise accrue would be subject to the powers of the 
Federal Government under section 10. 

The committee became convinced that such a situation would allow 
the destruction of a property right without the necessity of just com- 
pensation. Therefore, the committee amended section 10 by adding 
subsection (f). This amendment provides that section 10 shall not be 
construed to allow the taking of private property without just com- 
pensation nor be construed to limit the Federal powers of eminent 
domain; and it also assures that section 10 shall not affect the quality 
of property rights acquired under the provisions of this act or other 
law whether such rights are acquired before or after passage of the 
act. As an example, if a miner entered upon lands within the area 
described in section 10 (b) after the effective date of this act, his 
rights under the mining laws would mature or not mature according 
to the law which would apply if section 10 were not in this act. If the 
President later saw fit to withdraw the area on which his claim was 
situated and the claim was thereby destroyed, the miner would be 
entitled to compensation, or not so entitled, the same as if his entry 
had been made on lands which were outside the area described in sec- 
tion 10 (b). 

The following is a brief explanation of the various subdivisions of 
section 10: 

Subsection 10 (a) authorizes the President to establish special na- 
tional defense withdrawals by proclamation or Executive order. 

Subsection 10 (b) describes the area within which such special na- 
tional defense withdrawals may be made. This subsection was modi- 
fied by the committee to move the boundary line 5 miles away from 
the rivers named, thereby excluding from the withdrawable area a 
strip of land 5 miles wide extending along their northerly and west- 
erly banks. The modification operates to include several towns with- 
in the area which will remain under the full jurisdiction of the new 
State. 

Subsection 10 (c) provides that exclusive legislative, judicial, and 
executive power within the exterior boundaries of such withdrawals 
shall vest in the United States upon issuance of the Executive order 
or proclamation. However, the exclusive jurisdiction will not prevent 
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the State of Alaska from serving civil or criminal process, enacting 
or enforcing laws necessary to voting procedure, or enacting tax laws 
to tax persons and organizations within the withdrawals if the tax 
Jaws are uniform throughout the State, are not inconsistent with 
the purpose for which the withdrawal] is made, and are otherwise law- 
ful taxes under the laws of the United States. The subsection likewise 
provides that insofar as any taxes are not lawfully collectible by 
agents of the United States the Federal authorities will allow State 
agents access to the area for the purpose of collecting such taxes and 
returning the proceeds to the State. The taxing provisions of this 
subsection are placed in the bill by a committee modification. It would 
be unfair to permit areas to exist in which the residents could escape 
the impact of normal State taxes, thereby providing a tax evasion 
device, when no harm results to the United States by allowing legiti- 
mate taxes to apply. 

Subsection 10 (d) and its subparagraphs describe the laws which 
will be in effect in withdrawn areas and the manner of administering 
the same. All Federal laws, and State and local laws which are con- 
sistent with Federal law and the Federal use of the area, will be in 
effect. 

The functions of any municipal corporation, school district, or other 
local political subdivision, including the function of legislating, will 
continue to be performed by local authorities. 

All functions of the government of Alaska except judicial functions 
will be performed within withdrawals by persons or agencies desig- 
nated by the President. 

The United States District Court for the District of Alaska will 
have original jurisdiction over all civil and criminal actions arising 
within the withdrawal without regard to the value of any matter in 
controversy. 

Subsection 10 (e) provides that subsection (d) shall not limit the 
exclusive jurisdiction of the United States as defined in subsection (c), 
shall not limit any authority vested in Congress or the President by 
other law, and shall not continue in effect laws relating to the Legisla- 
ture of the Territory of Alaska. The purpose of including the provi- 
sion concerning laws relating to the Legislature of the Territory of 
Alaska is as follows: it is possible that a withdrawal will be made sub- 
sequent to passage of this act but prior to the date that the State of 
Alaska is formally admitted into the Union. Under these circum- 
stances laws concerning the organization of or elections to the Terri- 
torial legislature might be in force at the date of withdrawal, and with- 
out an explicit provision preventing the same, such laws would become 
Federal law and changeable only by an act of Congress. The provi- 
sion referred to will prevent imposition of such obsolete laws on the 
people within withdrawals. 

Subsection 10 (f) assures that nothing in section 10 will affect the 
rules or necessity of eminent domain and that section 10 will not, of 
itself, prevent the acquisition of property rights which may be acquired 
by the Federal Government only after just compensation, in accord- 
ance with the laws concerning eminent domain. 
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JURISDICTION OVER CERTAIN EXISTING FEDERAL RESERVATIONS 


_ Section 11 provides that the United States shall retain exclusive 
jurisdiction over Mount McKinley National Park as now or hereafter 
constituted, subject to the right of the new State to serve process, levy 
taxes, and provide the voting franchise to persons within the area. 
This section also reserves the right in Congress to exercise the power 
of exclusive legislation over lands owned, used, and held by the 
United States for defense or Coast Guard purposes, immediately prior 
to admission of the State into the Union, including Naval Petroleum 
Reserve No. 4. Such power of exclusive legislation is subject only to 
the right of the State to serve process. However, the State may exer- 
cise its full jurisdiction over such areas unless and until Congress 
supersedes the State actions. The federal power of exclusive legisla- 
tion will continue only so long as the lands are used for the stated 
purposes. Thus, the new State will be entitled to exercise its full 
jurisdiction within military reservations which are in existence at 
the date of admission, subject to the right of Congress to supersede any 
and all laws, regardless of their subject matter, for as long as the land 
is used for the stated purposes, after which time full jurisdiction will 
revert to the State. The provisions of section 11 do not apply to special 
national defense. withdrawals made pursuant to section 10. 


THE JUDICIAL SYSTEM 


Section 12 makes a number of technical amendments to the present 
law which pertains to the organization of Federal courts, the status of 
Federal judges, and the judicial system in general. The section makes 
the following changes in existing law, all of which changes serve only 
to remove the special status accorded to the Territorial judicial system 
and place in effect the system which exists in other States: 

(a) adds Alaska to the list of district courts of the United 
States ; 

(6) establishes one judicial district in Alaska and states the 
cities in which court will be held; 

(c) inserts Alaska in the list of judicial districts and directs the 
President to appoint one Federal judge for the district of Alaska; 

(d) removes Alaska from the code section authorizing pensions 
for judges of Territorial courts but saves the rights of any judge 
who may have retired before this act takes effect ; 

(e) makes the following changes in the Judicial Code: 

(1) removes the Territorial court from the provision re- 
quiring circuit courts to call annual judicial conferences, 

(2) excludes the Territorial court from the purview of 
various provisions governing general administration of Fed- 
eral courts, 

(3) excludes the Territorial court from a definition of 
“courts,” 

(4) excludes the Territorial court from a provision con- 
cerning court reporters in the district courts, 

(5) excludes the Territorial court from a provision which 
applies to all courts of the United States and provides for 
appeals to the Supreme Court of the United States in certain 
instances, 
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(6) and (7) exclude the Territorial court from a provision 
establishing the appellate jurisdiction of United States 
courts of appeals, 

(8) excludes the Territorial court from a provision defining 
the jurisdiction of district courts and other Territorial 
courts ; 

(f) removes a provision allowing direct appeals to the Supreme 
Court of the United States in certain cases from any court of 
record of Alaska ; 

(7) excludes the Territorial court from a section providing for 
review of decisions by courts of appeals (however, the new Fed- 
eral court in Alaska will remain a part of the Ninth Judicial 
Circuit) ; 

(A) removes the Territorial court from the purview of a sec- 
tion relating to the right of the United States to be a party in 
civil actions affecting property against which the United States 
has a lien; 

(i) excludes the Territorial court from a provision granting 
jurisdiction over criminal offense within the Territory and upon 
the high seas; 

(7) removes Alaska from the purview of a section distinguish- 
ing Alaska from other areas within the United States in matters 
relating to the powers of United States Commissioners over petty 
offenses ; 

(%) excludes the Territorial court from a provision relating 
to the promulgation of rules governing proceedings after verdict 
in criminal cases; 

(m) removes the Territorial court from the purview of a sec- 
tion relating to the promulgation of rules of civil procedure; 

(n) removes the Territorial court from the purview of a sec- 
tion providing for benefits to dependents of judges, but saves the 
rights of any present or former judge of the Territorial court 
or of his survivors; 

(o) removes the Territorial court from the purview of a sec- 
tion allowing registration of judgments in districts other than 
the district in which the judgment was rendered ; 

(p) removes the Territorial court from the purview of a sec- 
tion creating the remedy of declaratory judgment; and 

(q) removes the Territorial court from the purview of a sec- 
tion empowering the Attorney General to investigate court 
records. 

Section 13 provides that no legal cause of action or other legal mat- 
ter shall abate by reason of admission of the State into the Union. 
Legal causes on which no court action has previously been commenced 
will be prosecuted in the appropriate State or Federal court, depend- 
ing upon the nature of the cause. All legal actions pending in trial 
or appellate courts will be transferred and proceeded with as pro- 
vided in the act. 

Section 14 states that matters pending in the Supreme Court of 
ths United States or in the United States Court of Appeals for the 
Ninth Circuit, which causes have been appealed from the District 
Court for the Territory of Alaska, will be prosecuted to final determi- 
nation as though the act had not been passed. All causes in which 
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final judgment was rendered in the Territorial court may be appealed 
to and determined by Federal appellate courts according to existin 

law. If such appealed cases are reversed and remanded, they wil 
be remanded to the appropriate State or Federal court as the nature 
of the case may require. 

Section 15 provides that causes which are pending or determined in 
the District Court for the Territory of Alaska and which are not 
appealed shall be transferred to the United States District Court for 
the District of Alaska or to the courts of the State of Alaska, as the 
case may require, for disposition and enforcement. 

Section 16 states that the United States District Court for the Dis- 
trict of Alaska and the courts of original jurisdiction created by the 
State shall be successors to the District Court for the Territory of 
Alaska; and each court shall take custody of all documents pertaining 
to the matters which are transferred to it. 

Section 17 provides that legal actions which are transferred to the 
State courts shall continue and the litigants have the same rights to 
appeal and petition for writs of certiorari as are granted to litigants 
in courts of last resort in other States. 

Section 18 is an amendment adopted by the committee for the pur- 
pose of providing continuity in the court system. It is apparent that 
a certain time may elapse after admission of the State into the Union 
during which time neither the Federal nor State court system as con- 
templated by the act will be prepared to assume its functions. For 
that reason it was deemed advisable to allow the District Court for 
the Territory of Alaska to continue in operation until the successor 
courts could be set up. It is intended by section 18 to allow the Ter- 
ritorial court to continue handling matters within Federal jurisdiction 
for a period of 3 years after admission of the State into the Union 
or until the President proclaims that the successor Federal court is 
ready for operation, whichever, is sooner. As to the court business 
which will ultimately come within State court jurisdiction, section 18 
provides that the District Court for the Territory of Alaska may con- 
tinue to handle such State matters until such time during the existence 
of the Territorial court that the Governor of Alaska certifies to the 
President that the State courts are ready for operation. Thus, the 
President of the United States retains control over the succession of 
Federal courts subject to a 3-year maximum existence of the Territorial 
court. The people of Alaska, through the Governor, retain control of 
the time when the State courts will assume their full functions. How- 
ever, the State courts must be prepared for their duties prior to the 
time that the Territorial court goes out of existence ; otherwise a lapse 
will occur during which no forum will be available for State matters. 









































MISCELLANEOUS PROVISIONS 


Section 19 brings the State of Alaska within the Federal Reserve 
System. The included amendment was adopted by the committee in 
order to clarify the intention to include the State of Alaska within the 
provision. 

Section 20 repeals a 1914 act of Congress which withdraws certain 
extensive coal lands and places them under Federal control. These coal 
lands will be available for selection by the State, which should speed 
their development. 
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Section 21 authorizes an appropriation of $15 million to be used for 
State surveys of lands granted to the State of Alaska under the act. 

The committee deleted the provisions in the original section which 
would have authorized use of the funds for harbor projects. It was 
considered proper to leave the matter of harbor projects for later deter- 
mination in appropriate legislation. However, the vast amounts of 
land granted to the State by the act are to a large extent unsurveyed 
and will not be usable for any purpose until surveys can be made. 
Therefore, the land grants would be meaningless unless funds are pro- 
vided to the State for surveys.. 

The section which formerly followed section 21 was deleted in its 
entirety at the suggestion of the Bureau of the Budget. The section 
previously authorized the appropriation of various amounts of money 
for construction and maintenance of roads in Alaska. The committee 
believes that the provisions of this section are unnecessary because 
Alaska was recently brought under the Federal-Aid Road Act by 
section 107 of the Federal-Aid Highway Act of 1956. 

Section 22 is an amendment adopted by the committee for the pur- 
pose of authorizing payment to Alaska of 90 percent of the proceeds 
derived in Alaska under the Mineral Leasing Act and the Alaska Coal 
Leasing Act. This merely applies the provisions of Public Law 88, 
85th Congress to the State of Alaska, whereas it presently applies to 
the Territory. 

Section 23 is an amendment adopted by the committee for the pur- 
pose of retaining jurisdiction in the Federal Maritime Board over 
water transportation between Alaska and any other American port. 
Without such an amendment the regulatory jurisdiction over domestic 
water transportation to and from the State of Alaska would automati- 
cally devolve upon the Interstate Commerce Commission by operation 
of the Transportation Act of 1940 (49 U. S. C., sec. 902). The com- 
mittee did not feel that the statehood bill was a proper place to change 
the law which is applicable to the complicated conditions existing 
in the transportation industry in Alaska. This is particularly true 
of water transportation. Thus, it is the intention of the committee 
to leave all transportation matters for later study and legislation if 
any is required. In the meantime the authority over transportation 
will remain in status quo. In connection with consideration of the 
maritime jurisdiction the committee considered a proposed amendment 
to amend the third proviso of section 27 of the Merchant Marine Act 
of 1920 (46 U.S. C., sec. 883) to include Alaska within the proviso. 
The committee rejected this proposed amendment for the purpose of 
leaving section 27 of the Merchant Marine Act of 1920 in force as it 
reads, notwithstanding admission of the State of Alaska into the 
Union. 

IMMIGRATION AND NATIONALITY 


Section 24 is an amendment suggested by the Department of Justice 
and adopted by the committee. The purpose is to leave matters of 
nationality undisturbed by the act. 

Section 25 excludes the Territory of Alaska from a definition in- 
cluding the Territory within the meaning of the term “State” for 
purposes of the Immigration and Nationality Act. 
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Section 26 removes Alaska from the purview of a section of the 
Immigration and Nationality Act which formerly included Alaska 
as one of the Territories to which was applied the standards for ex- 
cluding aliens from admission into the United States. Thus, under 
section 26 aliens in Alaska will have the same rights as do aliens in 
any other State of the Union. 

Section 27 states that the act shall not modify the provisions of a 
section of the Immigration and Nationality Act which declares that 
persons, other than Indians, born in Alaska on or after March 30, 1867, 
are citizens of the United States at birth and that Indians born in 
Scie after 1867 are citizens of the United States as of particular 

ates, 

Section 28 excludes the District Court for the Territory of Alaska 
from a section of the Immigration and Nationality Act which con- 
fers court jurisdiction over naturalization proceedings, thus leaving 
Alaska in the same position as other States. 

Section 29 deletes Alaska from an exception to a provision of the 
Immigration and Nationality Act requiring clerks of the district courts 
of the United States to account for fees collected in naturalization 
proceedings, thus including the new Federal court in Alaska within 
the terms of the section. 

SEPARABILITY 


Section 30 is a standard separability provision. The purpose of the 
provision is to continue the remainder of the act in effect in the event 
a portion or an application of it is held to be invalid. 

Section 31 is a standard provision repealing acts in conflict with 
this act. 


ExrcurivE DerpaRTMENT REpoRTS 


Following are the reports from the Department of the Interior, 
Bureau of the Budget, Department of State, Depar:ment of Com- 
merce, Department of Agriculture, and Department of Justice. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 22, 1957. 
Hon. James M. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D.C. 

Dear Senator Murray: This responds to the request from your 
committee for the views of this Department on S. 49, a bill to provide 
for the admission of State of Alaska into the Union. 

We recommend the enactment of the bill, provided it is amended in 
the manner proposed by this Department. 

Our report on S. 49 will be contained substantially in the testimony 
to be given your committee by representatives of this Department when 
hearings are held. Amendments 1 and 2, set forth herein, will be fully 
explained at that time. We believe these amendments provide a proper 
basis for the grant of statehood and, also, are consistent with the se- 
curity requirements of the Nation. In addition, we recommend the 
adoption of amendments 3-8 which are basically technical in nature 
and are designed to clarify certain provisions of the bill. The amend- 
ments we propose are: 
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1. Redesignate section 10 as section 11, redesignate all succeeding 
sections accordingly, and insert at line 24, page 16, a new section to be 
designated section 10, which shall read as follows: 

“Sec. 10 (a) The President of the United States is hereby author- 
ized to establish, by Executive order or proclamation, one or more 
special national defense withdrawals within the exterior boundaries of 
Alaska, which withdrawal or withdrawals may thereafter be termi- 
nated in whole or in part by the President. 

(b) Special national defense withdrawals established under sub- 
section (a) of this section shall be confined to those portions of Alaska 
that are situated to the north or west of the following line: Begin- 
ning at the point where the Porcupine River crosses the international 
boundary between Alaska and Canada; thence along the main channel 
of the Porcupine River to its confluence with the Yukon River; thence 
along the main channel of the Yukon River to its most southerly 
point of intersection with the meridian of longitude 160 degrees west 
of Greenwich; thence south to the intersection of said meridian with 
the Kuskokwim River ; thence along the right bank of the Kuskokwim 
River to the mouth of said river; thence along the shoreline of Kus- 
kokwim Bay to its intersection with the meridian of longitude 162 
degrees 30 minutes west of Greenwich; thence south to the intersec- 
tion of said meridian with the parallel of latitude 57 degrees 30 min- 
utes north; thence east to the intersection of said parallel with the 
meridian ofyongitude 156 degrees west of Greenwich; thence south to 
the intersection of said meridian with the parallel of latitude 50 degrees 
north. 

(c) Effective upon the issuance of such Executive order or procla- 
mation, exclusive jurisdiction over all special national defense with- 
drawals established under this section is hereby reserved to the United 
States, which shall have sole legislative, judicial, and executive power 
within such withdrawals, except as provided hereinafter. The exclu- 
sive jurisdiction so established shall extend to all lands within the 
exterior boundaries of each such withdrawal, and shall remain in 
effect with respect to any particular tract or parcel of land only so 
long as such tract or parcel remains within the exterior boundaries of 
such a withdrawal. The laws of the State of Alaska shall not apply 
to areas within any special national defense withdrawal established 
under this section while such areas remain subject to the exclusive 
jurisdiction hereby authorized: Provided, however, That such exclu- 
sive jurisdiction shall not prevent the execution of any process, civil 
or criminal, of the State of Alaska, upon any person found within said 
withdrawals: And provided further, That such exclusive jurisdiction 
shall not prohibit the State of Alaska from enacting and enforcing all 
laws necessary to establish voting districts, and the qualification and 
procedure for voting in all elections. 

(d) During the continuance in effect of any special national defense 
withdrawal established under this section, or until the Congress other- 
wise provides, such exclusive jurisdiction shall be exercised within 
each such withdrawal in accordance with: the following provisions 
of law: 

“(1) All laws enacted by the Congress that are of general ap- 
plication to areas under the exclusive jurisdiction of the United 
States, including, but without limiting the generality of the fore- 
going, those provisions of title 18, United States Code, that are 
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applicable within the special maritime and territorial jurisdiction 
of the United States as defined in section 7 of said title, shall apply 
to all areas within such withdrawals. 

*(2) In addition, any areas within the withdrawals that are 
reserved by Act of Congress or by executive action for a particular 
military or civilian use of the United States shall be subject to all 
laws enacted by the Congress that have application to lands with- 
drawn for that particular use, and any other areas within the 
withdrawals shal] be subject to all laws enacted by the Congress 
that are of general application to lands withdrawn for defense 
purposes of the United States. 

“(3) To the extent consistent with the laws described in para- 
graphs (1) and (2) of this subsection and with regulations made 
or other actions taken under their authority, all laws in force 
within such withdrawals immediately prior to the creation there- 
of by Executive Order or proclmation shall apply within the 
withdrawals and, for this purpose, are adopted as laws of the 
United States: Provided, however, That the laws of the State or 
Territory relating to the organization or powers of municipalities 
or local political subdivisions, and the laws or ordinances of such 
municipalities or political subdivisions shall not be adopted as 
laws of the United States. 

“(4) All functions vested in the United States Commissioners 
by the laws described in this subsection shall continue to be per- 
formed within the withdrawals by such commissioners. 

“(5) All functions vested in any municipal corporation, school 
district, or other local political subdivision by the laws described 
in this subsection shall continue to be performed within the with- 
drawals by such corporation, district, or other subdivision, and 
the laws of the State or the laws or ordinances of such municipali- 
ties or local political subdivision shall remain in full force and 
effect notwithstanding any withdrawal made under this section: 
Provided, That any law or ordinance which is inconsistent with 
the full operation and use of any withdrawal established under 
this section shall be inoperative during the existence of such 
withdrawal. 

“(6) All other functions vested in the Government of Alaska 
or in any officer or agency thereof, except judicial functions over 
which the United States District Court for the District of Alaska 
is given jurisdiction by this Act or other provisions of law, shall 
be performed within the withdrawals by such persons or agencies 
and in such manner as the President shall from time to time, by 
Executive Order, direct or authorize. 

“(7) The United States District Court for the District of 
Alaska shall have original jurisdiction, without regard to the 
sum or value of any matter in controversy, over all civil actions 
arising within such withdrawals under the laws made applicable 
thereto by this subsection, as well as over all offenses committed 
within the withdrawals. 


“(e) Nothing contained in subsection (d) of this section shall be 
construed as limiting the exclusive jurisdiction established in the 
United States by subsection (c) of this section or the authority of the 
Congress to implement such exclusive jurisdiction by appropriate leg- 
islation, or as denying to persons now or hereafter residing within 
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any portion of the areas described in subsection (b) of this seetion the 
right to vote at all elections held within the political subdivisions as 
prescribed by the State of Alaska where they respectively reside, or 
as limiting the jurisdiction conferred on the United States District 
Court for the District of Alaska by any other provision of law, or as 
continuing in effect laws relating to the legislature of the Territory 
of Alaska. Nothing contained in this section shall be construed as 
limiting any authority otherwise vested in the Congress or the 
President. 

2. In order to conform the provisions of S. 49 with the proposed 
section 10, we recon: end the following amendments: 

(a) In section 6 (b), at line 20, page 5, after the word “occupied”, 
strike the period, insert in lieu thereof a colon and the following: 

“And provided further, That no selection hereunder shall be made 
in the area north and west of the line described in section 10 without 
approval of the President or his designated representative,” 

(b) In present section 10 (b), which would become section 11 (b), 
at line 24, page 17, between the word “purposes” and the comma, in- 
sert the following: “including Naval Petroleum Reserve Number 4.” 

(c) In present section 10 (b), which would become section 11 (b), 
at line 24, page 18, add a new sentence which shall read as follows: 

“The provisions of this subsection shall not apply to lands within 
such special national defense withdrawal or withdrawals as may be 
established pursuant to section 10 of this Act until such lands cease 
to be subject to the exclusive jurisdiction reserved to the United States 
by that section.” 

3. Section 6 (e) would transfer to the State of Alaska all real:and 
personal property of the United States utilized in connection with the 
conservation and protection of fisheries and wildlife. Lands with- 
drawn or otherwise reserved for research activities relating to fisheries 
or wildlife are excluded from transfer. It would seem that personal 
property utilized in such activities should likewise not be transferred 
to the State, if Federal research programs are to be continued. Ac- 
cordingly, we recommend that section 6 (e) be amended by inserting 
between the words “or” and “in,” in line 19, page 6, the words “such 
lands and personal property utilized”. 

4. Section 6 (e) would provide for the payment to the State of 
Alaska of 70 percent of the net proceeds from the sales of sealskins and 
sea-otter skins made pursuant tc the provisions of the act of Februa 
26, 1944 (16 U.S. C., secs. 631a-631q), as supplemented and atid. 
There would appear to be some ambiguity with respect to the meanin 
of the term “net proceeds” as used in the bill. These words coul 
mean the difference between the receipts from the sale of skins and the 
direct costs incurred in the processing and handling of the skins; or 
they could mean the difference between total receipts from the sales 
and all costs incurred by the Government in the administration of the 
1944 act, as supplemented and amended. In this connection, it should 
be noted that acts appropriating funds for the Department of the In- 
terior for past several years have provided “amounts equal to 60 per 
centum of the proceeds covered into the Treasury * * * from the sale 
of sealskins and other products * * *” for the administration of the 
Pribilof Islands. It is our view that these costs should be deducted 
from the receipts from the sales of skins before arriving at the “net 
proceeds,” as that term is used in section 6 (e) of the bill. In order 
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to avoid any misunderstanding on this point, we suggest that section ¢ 
(e) be further amended by the addition of a new sentence to appear 
in line 4, page 7, just before the last sentence of section 6 (e) which 
shall read substantially as follows: 

“In arriving at the net proceeds, there shall be deducted from the 
receipts from all sales all costs to the United States in carrying out 
the provisions of the Act of February 26, 1944, as amended, including, 
but not limited to, the costs of handling and dressing the skins, the 
costs of making the sales, and all expenses incurred in the administra- 
tion of the Pribilof Islands.” 

5. Section 6 (g) makes no provision that selections of land by the 
State of Alaska shall be of reasonably compact tracts. We believe 
that orderly and efficient procedures and, in general, proper utilization 
of lands by the State should require that they be selected in fairly com- 
pact tracts, except in the case of small tracts which are isolated from 
other tracts of land open to selection. In order to accomplish this 
purpose, we recommend that subsection (g) of section 6 be amended by 
inserting in line 19, page 7, after the first sentence thereof a new sen- 
tence which shall read substantially as follows: 

“All selections shall be made in reasonably compact. tracts, taking 
into account the situation and potential uses of the lands involved, and 
each tract selected shall contain at least five thousand seven hundred 
and sixty acres unless isolated from other tracts open to selection.” 

6. Section 1 of the act of March 4, 1915 (38 Stat. 1214; 48 U.S.C. 
sec. 353), as amended, reserves section 16 and 36 in each township of 
Alaska for the support of common schools, and section 33 in town- 
ships within a specified area for the support of a Territorial agricul- 
tural college and school of mines, as lands in Alaska are surveyed. See- 
tion 6 (1) of the bill would repeal this section. In view of the quantity 
grants contained in the bill, we agree that section 1 of the 1915 act 
should be repealed. As of the present time, only a small percentage 
of the Territory has been surveyed, and we suggest that, as to such 
lands, the sections which have been reserved for educational pur- 
poses should be granted to the State of Alaska to be used by it for 
the purposes for which they were reserved. In order to accomplish 
this purpose, we suggest that section 6 (1) be amended by inserting 
after the word “repealed” in line 15, page 11, a comma and language 
reading substantially as follows: “and all lands therein - reserved 
under the provisions of section 1 as of the date of this Act shall, upon 
the admission of said State into the Union, be granted to said State 
for the purposes for which they were reserved.” ; 

7. S. 49 does not contain provision for the continuity of local Ter- 
ritorial laws in force and effect as of the time the State of Alask: 
is admitted to the Union and for the applicability to the State of 
Alaska of Federal legislation, to the extent that such laws are ap- 

licable elsewhere within the United States. There would seem to 

e little doubt that the bill should contain such a provision,..,We 
recommend, therefore, that the bill be amended by adding at the end of 
section 8 at line 11, page 16, a new subsection to be designated sub- 
section (d) and to read substantially as follows: alg 

“(d) Upon admission of the State of Alaska into the Umion as 
herein provided, all of the Territorial laws then in force in the Terri- 
torv of Alaska shall be and continue in full force and effect through- 
out said State except as modified or changed by this Act, or by the 
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constitution of the State, or as thereafter modified or changed by 4 
legislature of the State. All of the laws of the United States shall 
have the same force and effect. within said State as elsewhere within 
the United States. As used in this paragraph, the term ‘Territorial 
laws’ includes (in addition to laws enacted by the Territorial Legisla- 
ture of Alaska) all laws or parts thereof enacted by the Congress the 
validity of which is dependent solely upon the authority of the Con- 

ress to provide for the government of Alaska prior to the admission 
of the State of Alaska into the Union, and the term ‘laws of the United 
States’ includes all laws or parts thereof enacted by the Congress that 
(1) apply to or within Alaska at the time of the admission. of the 
State of Alaska into the Union, (2) are not “Territorial laws’ as de- 
fined in this paragraph, and (3) are not in conflict with any other 
provisions of this Act.” 

8. Assuming the adoption of amendatory language to make ap- 
plicable to the State of Alaska the provisions of Federal statutes ap- 
plicable generally within the United States, the authorities of the 
Interstate Commerce Commission would be made applicable to the 
State of Alaska. In view of the language contained in section 302 (i) 
of the Interstate Commerce Act (49 U.S. C., sec. 902), the Interstate 
Commerce Commission would have jurisdiction over water transpor- 
tation between the United States and Alaska. It would seem that the 
present exercise of authority over such transportation by the Federal 
Maritime Board should be preserved, and we suggest that S, 49 be 
amended by designating present section 21 as section 23 and adding a 
new section at line 18, page 28, which, if our proposed section 10 is 
adopted, should be designated. section. 22 and shall read substantially 
as follows: 

“Sec. 22, Nothing contained in this or any other Act shall be con- 
strued as depriving the Federal Maritime Board of the executive 
jurisdiction heretofore conferred on it over common carriers engaged 
in transportation by water between any port in the State of Alaska 
and other ports in the United States, its Territories or possessions, 
or as conferring upon the Interstate Commerce Commission juris- 
diction over transportation by water between any such ports.” 

It should be noted that section 6 (j) would provide that any with- 
drawals of public lands in Alaska for purposes other than defense or 
for the Coast Guard would be ineffective as against selection by the 
State of Alaska within a period of 5 years from the date of the ap- 
proval of S.49. We should like to point out the undesirability of such 
a provision in that its effect would be to possibly curtail the continu- 
ation and expansion of current Federal activities and the undertaking 
of new Federal activities in Alaska for a 5-year period. Since ap- 
proximately 98 percent of the land in Alaska is now in Federal owner- 
ship, it would seem that this provision could be deleted from the bill 
with little possibility of inconvenience or loss to the State in making 
its selections. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Hatrietp CHILson, 
Acting Secretary of the Interior. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., April 23,1957, 
Hon. Henry M. Jackson, 
United States Senate, Washington, D.C. 

Dear Senator Jackson: During the hearings on S. 49, you asked 
that we prepare for the record a statement pertaining to the civil rights 
of residents of Alaska in the event the President exercised the author. 
ity to establish special national defense areas in accordance with the 
provisions of our proposed section 10 of S. 49. 

It is, of course, difficult to catalog civil rights as such, and we would 
not like to appear to foreclose the existence of any civil right to any 
resident of Alaska merely because of an inadvertence on our part. In 
addition, the discussion which took place at the hearing when the re- 

uest was made, indicated that there was a need to clarify the relation- 
ship of Federal, State, and local authorities to one another upon the 
establishment of such a national defense withdrawal. Therefore, we 
trust you will agree that the enclosed statement setting forth not what 
civil rights exist, but the authority and the source thereof, the exercise 
of which might affect the rights of Alaskans, will clarify the position 
taken by the administration and provide a further record to indicate 
our intent in regard to the amendments we proposed. 

Sincerely yours, 
Hatrretp CuHIson, 
Acting Secretary of the Interior. 


GOVERNMENTAL Powers IN EsrasiisHep NATIONAL DEFeNsE AREAS 


Subject to certain specified ecxeptions, the basic concept on which the 
proposed section 10 is founded may be stated to be designed, in general, 
to specify that in such areas that are established, the administration of 
government shall be exercised by Federal authority exclusively. Such 
administration of government shall be based upon the Federal Consti- 
tution, congressional enactments, and State laws, to the extent that 
they are not inconsistent with Federal] laws applicable to the area. 

Prior to the exercise of the authority by the President, the State 
will have concurrent jurisdiction with the Federal Government over 
all public lands, not otherwise areas of exclusive jurisdiction, such as 
military reservations established prior to statehood. This State juris- 
diction would extend to police power, exercised by the State through 
legislative and executive action. The courts of the State would have 
jurisdiction over criminal and civil actions throughout Alaska. Mu- 
nicipalities, of course, would be the creation of and subject to State law. 

If the President should exercise the authority to establish a special 
national defense area, the Executive order or proclamation would 
specify the area and could delineate exceptions from the requirement 
of exclusive Federal jurisdiction. In this statement, for the purpose 
of an example only, we assume that the President will issue an order 
which will acquire for the Federal Government complete Federal juris- 
diction, subject to the specific exceptions set forth in our proposed 
section 10. 

Upon the issuance of such an order, all State laws applicable in the 
area covered by the order become Federal laws for the purposes of ad- 
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ministration and enforcement, a those of, or pertaining to, munic- 
ipalities and voting privileges. All such laws would be enforced by 
the person or persons designated by the President. The Congress 
could, after the issuance of an order establishing a national defense: 
area, amend, revise, or suspend such State laws during the period of 
exclusive Federal jurisdiction. In the event any State law, as adopted 

ursuant to proposed section 10, is in conflict with Federal law, such 
State law will not be adopted as Federal law for it is our intent to in- 
corporate into these amendments a rule which is similar to the rule of 
international law which operates to continue in effect those laws of the 
former sovereign applicable in the area at the time jurisdiction is ceded 
to another sovereign to the extent that such laws are not in conflict 
with the laws or policies of the new sovereign, until such laws are 
modified or changed by the new sovereign. 

However, our amendments specifically except from the State laws 
which would be adopted as Federal laws, those laws of, or pertaining 
to, municipalities, and State laws relating to elections. Also, the mu- 
nicipalities and other local subdivisions will coninue to function under 
State law within the special national-defense areas. One particular 
reason for this exception is the desire to preserve the right of such en- 
tities to carry out their school and local welfare programs. Outside of 
local political subdivisions, most of the burden of these programs is 
now on the Federal Government and will continue to be a Federal 
responsibility regardless of statehood, so long as the native population 
continues under Federal supervision. 

Jurisdiction over all causes of actions occurring or arising within 
established national-defense areas, whether based on Federal law or 
State law adopted as Federal law, will be vested in the Federal District 
Court for the District of Alaska. The civil rights of any civilian 
within an established special national-defense area would be deter- 
mined by the Federal Constitution, laws passed by the Congress, and, 
to the extent that they are not in conflict with Federal law, the laws of 
Alaska as adopted by this act. 

These amendments are designed to give the President authority to 
act, without the existence of a national emergency, to establish special 
areas which the President determines necessary for the defense of the 
United States. This proposal is not intended to authorize the creation 
of an area in which martial law would govern and it is not related to 
those conditions which would give rise to the exercise of martial law. 
If private property must be utilized for the defense effort within an 
established national-defense area, it will be acquired through normal 
purchase or condemnation processes. Since 99 percent of the land 
north and west of the line is federally owned at this time, the problem 
of land acquisition should not be too acute. We believe that all pri- 
vate and personal rights of residents of any area, established under the 
terms of the proposed section 10 for special national-defense purposes, 
will be adequately protected under the Constitution of the United 
States, the laws passed by the Congress, and the laws of the State not 
inconsistent with Federal law. The establishment of special national- 
defense areas would in no way affect the continued applicability of the 
Bill of Rights and other constitutional safeguards to persons and 
property located within the area. 
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In summary, it might be stated that the only substantial change 
which would result from the establishment of such areas, insofar ag 
persons or property would be affected, is that their rights would be 
enforcible only in the Federal court, whereas prior to the establish- 
ment of the special national defense area, rights of persons or in prop- 
erty would be litigated in a Federal or a State court, depending upon 
the established rules of court jurisdiction. 


DEPARTMENT OF STATE, 
Washington, D.C., March 19, 1957. 
Hon. Henry M. Jackson, 
Chairman, Subcommittee on Territories, 
Committee on Interior and Insular Affairs, 
United States Senate. 

Dear Senator Jackson: I refer to your letter of January 14, 
1957, transmitting Senate bills S. 49 and S. 50, pending before the 
Congress, which would provide for the admission of Alaska and 
Hawaii as States of the Union. You request this Department to 
report and comment on this proposed legislation. 

The Department of State’s interest in this question is, of course, 
confined to the effect which the admission of Alaska and Hawaii to 
the Union might have on our foreign relations. In a general sense 
the Department believes that the granting of statehood to these two 
Territories would be favorably regarded by most foreign powers. 

As you know, chapter XI of the United Nations Charter calls 
upon those members which administer non-self-governing territories 
to develop self-government in them and to take account of the po- 
litical aspirations of their peoples. Statehood for Alaska and Ha- 
wali, particularly in view of the concrete expressions of public opin- 
ion in its favor in these Territories, would seem to constitute a clear 
example of the development of self-government referred to in the 
charter, and as such, should be viewed in a favorable light by the 
great majority of U. N. members. 

The Bureau of the Budget, in informing the Department that it 
has no objection to the submission of this report, has requested that 
the President’s remarks on this subject in his budget message of Jan- 
uary 16, 1957, be brought to your attention. In that message the 
President said : 

“T also recommend the enactment of legislation admitting Hawaii 
into the Union as a State, and that, subject to area limitations and 
other safeguards for the conduct of defense activities so vitally neces- 
sary to our national security, statehood also be conferred upon 
Alaska.” 

Sincerely yours, 
Rosert C, Hin, 
Assistant Secretary 
(For the Secretary of State). 
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Executive Orrick oF THE PRESIDENT, 
Bureau or THE Bunpeert, 
Washington, D. C., February 11, 1967. 
Hon. Henry M. Jackson, 
Chairman, Subcommittee on Territories, 
Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


My Dear Mr. Cuarrman: This is in reply to your request for the 
views of this Bureau on S. 49 and S. 50, bills to admit Alaska and 
Hawaii, respectively, into the Union as States. 

In the budget. message for fiscal year 1958, the President made 
the following statement regarding st: itehood for Hawaii and Alaska: 

«I also recommend the enactment of legislation admitting Hawaii 
into the Union as a State, and that, subject to area limitations and 
other safeguards for the conduct of defense activities so vitally neces- 
sary to our national security, statehood also be conferred upon Alaska.” 

Enactment of legislation along the lines of the subject bills would 
carry out the President’s recommendation, except for the fact that 
S. 49, the Alaska bill, does not incorporate the area limitations and 
safeguards mentioned by him. The Secretary of Defense and the 
Secretar y of the Interior in their testimony on S. 49 will recommend 
amendments to ac complish the President’s objectives in regard to safe- 
guarding defense activities. 

Alaska was recently brought under the Federal-Aid Road Act by 
section 107 of the Federal-Aid Highway Act of 1956 (Public Law 627, 
84th Cong.). It is recommended, therefore, that section 20 of S. 49 
be eliminated, and that any speci ial provisions needed for Alaska to 
partic ipate as a State in highway apportionments be determined when 
the Congress considers future highway acts. 

The Bureau of the Budget recommends enactment of §.49 and S. 50 
subject to favorable consideration of amendments to S. 49 to be pro- 
posed by the Secretary of Defense and the Secretary of the Interior. 

Sincerely yours, 
Rosert E. Merriam, 
Assistant Director. 


Tue SecreETARY OF COMMERCE, 
Washington, June 28, 1957. 
Hon. Henry M. Jackson, 

Chairman, Territories Subcommittee, Committee on Interior 

and Insular Affairs, United States Senate, Washington, D.C. 
Dear Mr. Cuarrman: This letter is in reply to your request of June 
13, 1957, to the Chairman, Federal Maritime Board, enclosing copies 
of committee prints on the Alaska and Hawaii statehood bills (S. 49 
and $. 50), and requesting comments regarding the continuance of 
the jurisdiction of the Federal Maritime Board over common carriers 
by water between ports of Alaska and other ports in the United States 
and also on a proposal to amend the third proviso of section 27 of the 
Merchant Marine Act, 1920 (relating to exemption of certain trans- 
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portation by water and Canadian rail lines between points within the 
continental United States, excluding Alaska, from the coastwise sabo- 
tage law), by striking out the phrase “excluding Alaska” and substi- 
tuting “including Alaska.” 

The Federal Maritime Board and the Department of Commerce rec- 
ommend the adoption of the language before the subcommittee which 
would continue in effect the present jurisdiction of the Federal Mari- 
time Board over transportation by water between Alaska and other 
States after Alaska attains statehood. 

Originally, the United States Shipping Board and subsequently, 
the Maritime Commission, had jurisdiction over carriers by water, 
whether in interstate or foreign commerce. With the passage of the 
Transportation Act of 1940, Congress transferred to the Interstate 
Commerce Commission jurisdiction over carriers by water engaged 
in interstate commerce; that is, the coastwise and intercoastal trades. 
The jurisdiction over carriers by water in foreign commerce, as well 
as those engaged in transportation with our Territories, districts, and 
possessions, was retained in the former Maritime Commission, since 
the problems of those carriers were of a markedly different nature 
than those which were faced by the interstate commerce carriers. 

The jurisdiction of the former Maritime Commission under the 
Shipping Act, 1916, over persons carrying on the business of forward- 
ing or furnishing wharfage, dock, warehouse, or terminal] facilities in 
connection with common carriers by water, was retained in that agency. 
The jurisdiction thus retained is now vested in the Board under Re- 
organization Plan No. 21 of 1950, and would not be affected by the 
enactment of 5. 49. 

In our opinion, the problems and practices in ocean transportation 
between the United States and Alaska are similar to those of the over- 
seas trade, and the development of Alaska depends on such transporta- 
tion to a greater extent than the geographically contiguous States of 
the Union. 

In the trade to Alaska there is no competitive rail route comparable 
to that existing in connection with the coastwise and intercoastal trades 
between the geographically contiguous States. It is believed that 
motor carrier competition over land through Canada would be small in 
relation to the ocean movement to Alaska. The handicaps involved in 
overland transportation to Alaska from the United States are exempli- 
fied by the fact that a service has been developed for the carriage of 
trailer body containers by sea from Puget Sound ports to Alaska for 
delivery by truck at the destination. 

The existing service in Alaska is not only carrying trailer body 
containers by sea from Puget Sound ports to Alaska for delivery by 
truck at the destination, but has been expanded to include containers 
of standard sizes carried by rail to destination. 

There has been considerable development of traffic in the Pacific 
area and, while operations to Alaska by American flag lines serving 
the Far East have arisen largely in connection with military cargo 
transport since the Korean emergency, there may well be further ex- 
pansion of transpacific traffic with stops in Alaska. In our opinion, the 
problems of shipping services and of defense requirements in connec- 
tion with Alaska can be met with greater flexibility under the jurisdic- 
tion of the Federal Maritime Board than under the Interstate Com- 
merce Act applicable to interstate commerce. 
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Under the Interstate Commerce Act, common carriers (or contract 
carriers) by water or by truck may not engage in operation unless 
they are granted certificates of public convenience and necessity (con- 
tract carriers must obtain permits). This would apply also to Alaskan 
transportation if Alaska is granted statehood without qualifying 
amendment. 

Alaska has an area of approximately 590,884 square miles, yet the 
Territory has only 3,860 miles of highway. ‘ 

In view of the dearth of carriers presently operating in this vast 
and sparsely settled region, together with the thin population, it is 
not understood what purpose would be gained in requiring certificates 
of public convenience and necessity. Clearly, this restrictive measure 
will not stimulate venturesome individuals to enter the transportation 
field, for they will undoubtedly be faced with the united opposition 
of existing certificated carriers. 

The real question for determination is whether or not the certificate 
requirements of the Interstate Commerce Act will promote, encourage 
or aid in the development of adequate transportation service for the 
commerce of Alaska. Insofar as water carrier service between Alaska 
and the west coast is concerned, there are no facts which suggest that 
the imposition of certificates of public convenience and necessity re- 
quirements will aid in the development of the water commerce in the 
considered trade. According to Mr. S. G. Hayman, of the Alaska 
Steamship Co., over 60 steamship lines have come and gone from this 
trade since 1867. He states: “Only one oldtimer is serving the Ter- 
ritory, and that is Alaska Steamship Co., whose grandfather rights 
go back to 1898.” 

In connection with the value gained in holding a certificate to con- 
duct transportation, he went on to say: 

“However, grandfather rights and trade claims are of doubtful 
value here, since certificates of convenience and necessity aren’t neces- 
sary and anyone can get into the act if he can finance an operation. 
But there’s no stampede to get in” (Traffic World, March 16, 1957, 
p. 39). 

Asa general principle, there appears to be unanimity as to the desir- 
ability of maintaining through rates between rail lines in the United 
States on the one hand and water carriers serving west coast Alaska on 
the other, also rail-water-motor rates. The real problem of coordinat- 
ing the transportation facilities, however, involves practices which will 
require the different types of carriers to share the traffic and divide 
the revenues on the basis of some divisional arrangement. Each form 
of transportation, whether under compulsion of competition or of 
regulatory control, should be permitted to establish rates in harmony 
with its costs of operation. This fundamental ratemaking principle 
should be recognized regardless of whether the movement is all-rail, 
all-water, or all-motor, or a joint rail-water, or any other combination 
of carriers. 

In this connection, it should be noted that steamship lines now en- 
gaged in the Alaskan trade have already worked out some arrange- 
ments for through transportation between inland points in the United 
States and Alaska with other modes of carriage, and the development 
of such routes is in no way dependent upon all participating carriers 
being subject to the Interstate Susaias Act. 











42 ADMISSION OF STATE OF ALASKA INTO THE UNION 


Alaska is still in an area of davelopment. Water transportation 
which forms at present the one indispensable link in the conduct of 
trade between Alaska and the United States proper is likewise in a 

rocess of development. It has not reached the static stage where the 
impact of the forces of competition may be safely blunted to the ex- 
tent that would justify such a restrictive system as that which is in- 
herent in the issuance of certificates of convenience and necessity. At 
this stage, the theory underlying the issuance of certificates of public 
convenience and necessity would have a retarding influence on the 
development and expansion of water transportation to and from 
Alaska. 

The Federal Maritime Board and the Department are opposed to 
the proposed amendment to the third proviso of section 27 of the 
Merchant Marine Act, 1920, which would have the effect of permitting 
transportation of merchandise by Canadian steamship lines or other 
associated lines in conjunction with Canadian rail lines on through 
rail-water routes between the States and Alaska. 

The legislative effect of the proposed amendment of the third pro- 
viso should first be noted. It would not change the existing law with 
respect to passenger traffic by through rail-water routes to Alaska, 
since section 27 applies only to transportation of merchandise. It 
would not enable Canadian steamship lines or associated ocean car- 
riers to participate in coastwise cargo traffic between ports in Alaska, 
inasmuch as there are no connecting Canadian rail lines that would 
constitute through rail-water routes as contemplated in the third 
proviso. 

The amendment would permit Canadian (and associated water car- 
riers) in conjunction with Canadian rail lines to carry cargo on 
through rail-water routes between the States and Alaska. The pri- 
mary potential routes would be via Vancouver and Prince Rupert as 
contrasted with the United States route via Seattle. 

There are several unsubsidized flag services in the Alaska trade and 
several Canadian or other flag services in the British-Canadian trade, 
some of which make calls in Alaska. ‘The Canadian vessel service at 
the present time appears to be limited to calls in southeastern Alaska. 

There is submitted herewith a detailed memorandum on the subject 
of the proposal to amend section 27 to permit Canadian or other 
foreign-flag water carriers to participate in land-water routes between 
the United States and Alaska. The memorandum sets forth in some 
detail the probable consequences of the proposed amendment. 

With respect to your question as to the automatic effect of admis- 
sion of Alaska as a State on its exemption from the Jones Act, it 
appears from the proposed amendments in the committee print of S. 
49 (June 15, 1957, sec. 8 (d)) that after admission of Alaska as a 
States the laws of the United States (including the coastwise laws and 
any. provisions thereof) would continue with the same force and effect 
as prior to the admission. If such amendment is not adopted or it is 
found not to have such effect, and if it is desired to change the position 
of Alaska within the third proviso of section 27, it should be done 
by an express amendment. 

With respect to the Hawaii statehood bill, the Board and Depart- 
ment. favor the provisions in the bill continuing jurisdiction in the 
Federal Maritime Board, as well as the related amendments to the 
Merchant Marine Act, 1936. 
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The Bureau of the Budget has advise that it would interpose no ob- 
jection to the submission of this letter to vour committee. 
Sincerely yours, 
Stncuair WEEKs, 
Secretary of Commerce. 


FreperAL Marittme Boarp 


PROPOSALS TO AMEND SECTION 27 OF THE MERCHANT MARINE ACT, 1920, TO 
PERMIT CANADIAN OR OTHER FOREIGN-FLAG WATER CARRIERS TO PARTICI- 
PATE IN THROUGH LAND-WATER ROUTES BETWEEN UNITED STATES AND 
ALASKA 


Various bills (S. 1488, H. R. 8018, H. R. 7999, 85th Cong.) propose 
an amendment to section 27 of the Merchant Marine Act, 1920, which 
would permit Canadian or other foreign-flag connecting water carriers 
to participate in through land-water routes between the United States 
and Alaska. 

By way of introduction to this subject, attention is invited to the 
fact that many rate tariffs on file with Interstate Commerce Commis- 
sion name rates which apply via Canadian rail lines. These Canadian 
rail routes may be in part via Canadian water carrier connections. For 
example, a through rate from Minneapolis to New York may include a 
route via the Canadian Pacific Railway, the Great Lakes car ferry (a 
Canadian water facility) to Buffalo, and rail connections beyond. 
Now the first proviso of section 27 of the Merchant Marine Act, 1920, 
would make this Canadian water route unlawful, but the third proviso 
of the same section authorizes the establishment of this route provided 
the route is named in a variff filed with the Interstate Commerce Com- 
mission and the through movement takes place within continental 
United States, excluding Alaska. 

Stated differently, the third proviso in section 27 which is in the na- 
ture of an exception permits the through transportation of property 
between points in the United States (except to or from Alaska on the 
one hand and points in the United States on the other) via routes 
named in rate tariffs on file with Interstate Commerce Commission, 
which routes are in part made up of a Canadian rail carrier and con- 
necting water carrier facilities. ‘There isan important difference, how- 
ever, in that as to through routes between points in the United States 
proper (made up in part via a Canadian rail-water route) the connect- 
ing Canadian water carrier facility usually represents a short-haul 
ferry service, whereas in the case of Alaska the water service will rep- 
resent a haul of anywhere from several hundred miles to 1,000 miles 
or more—in other words a substantial and, in many instances, the 
major portion of the through line-haul. 

The deletion of the words “excluding Alaska” in the third proviso of 
section 27 will broaden the exception to include the transportion of 

roperty between Alaska on the one hand and points in the United 
States on the other via through routes made up in part over Canadian 
rail lines and their water carrier connections. This can be accom- 
plished by merely naming the Canadian route in a tariff which is filed 
with Interstate Commerce Commission. After this occurs, the forfei- 
ture provisions of section 27 are nullified so long as the Canadian rail 
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route (and its water connection) is in a rate tariff on file with Inter. 
state Commerce Commission, and the Canadian route is part of the 
through route named in the Interstate Commerce Commission tariff, 

Numerous transcontinental rail tariffs contain routings which are 
in part via Canadian rail lines and their water carrier connections, 
Some of these routings apply to and from Alaska but as to such routes, 
the water carrier portion is required by section 27 to be via a 
United States-flag water carrier. For example, Transcontinental Rail 
‘Tariff 2-V names eastbound rates on miscellaneous commodities. Ttem 
2703 thereof names rates on woodpulp from Wardcove, Alaska, to in- 
terior points in the United States. One of the routes in connection 
with this item is as follows: 

“Via Alaska-British Columbia, Transportation Co.-Prince Rupert, 
British Columbia, thence C. & N. Railway to Armstrong or Port 
Arthur, Ontario,” thence connections east. 

The water carrier named in this routing—the British Columbia 
‘Transportation Co.—must be a United States-flag carrier to comply 
with section 27. It is believed to be such a carrier although this is not 
certain. On this point it is important to mention that Interstate 
Commerce Commission has held on several occasions that it will not 
enforce section 27 of the Merchant Marine Act, 1920. In this con- 
nection attention is invited to the decision of the Interstate Com- 
merce Commission in Patl-Lake and Rail Rates between U. S. points 
and Canadian Lines (96 ICC 633 (1925)) in which the Commis- 
sion made the following terse statement concerning the administering 
of the Merchant Marine Act, 1920: 

“Under section 27 of the Merchant Marine Act, 1920, recognition by 
us merely operates to stay the application of the section to merchandise 
transported in such manner as otherwise to be subject to the penalty of 
forfeiture thereof. That section apparently provides that merchandise 
transported over the routes here considered would in the absence 
of recognition by us of these routes, be subject to forfeiture. Whether 
such merchandise is exempt from the penalty because we have rec- 
ognized the routes is a question of fact to be determined by the 
Court in which enforcement of that forfeiture may be sought. The 
duty of administering the Merchant Marine Act, 1920, does not rest 
upon us, and it is not within our province to construe its provisions.” 
(Italic added.) 

Thus, if any violations of section 27 are taking place as a result of 
Canadian interests participating in through routes in Interstate Com- 
merce Commission tariffs, it is up to the Federal Maritime Board or 
some other agency to take affirmative steps to correct the situation. 
Manifestly, the Interstate Commerce Commission has made it clear 
they will not enforce this statute even though they may recognize a 
Canadian route by virtue of accepting the tariff which names a Cana- 
dian water carrier connection. 

It should also be recognized that if the Alaskan trade is to be 
opened thus to foreign-flag ship services, it will be an invitation to 
further extend ship operating subsidies to this trade. It would seem 
that consideration should be given to the need for subsidy in this 
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trade and the possible consequences of such an extension before sup- 
porting a measure which appears to lead in this direction. In this 
connection an extension of subsidy to this trade might also lead to 
similar action with respect to Hawaii and Puerto Rico. 

Alaska now depends upon United States flag services to meet its 
water carrier needs. Even a relaxation of the coastwise laws, such as 
is proposed in the amendment of section 27, is unlikely to make any 
material change as to this. It seems quite obvious that Alaska must 
depend primarily on United States flag services for the future as well 
as the past. 

The Canadian Pacific and the Canadian National (both primarily 
Canadian railroads) have offered water carrier services to Alaska. 
The ships of both of these companies are old and we have heard of no 
plans for their replacement. As a matter of fact in recent years, these 
companies have retired several vessels of their Canada-Alaska fleets , 
as obsolete and have not replaced them. In this connection it may 
be noted that the Canadian Pacific has now discontinued its formerly 
extensive transpacific ship operations, presumably because it was un- 
willing or unable to make the outlay necessary for the replacement of 
its war-damaged fleet. 

On the other hand, United States flag lines in the Alaska trade have 
been aggressive in developing new and improved methods of water 
transportation and have been alert to new concepts in the transporta- 
tion field—the use of containers (including refrigerated containers), 
“fishy-back” carrying of trailer trucks, coordination of rail, truck, and 
water transportation and plans for container ships (roll-on, roll-off, 
lift-on, lift-off, etc.) all demonstrate an active and long-range interest 
in the trade of Alaska. 

However, if some of their best paying traffic is to be siphoned off 
through the development of routes via Canada—routes which are: 
merely incidental to Canadian rail operations—then it may well be- 
come impossible for the United States-flag Alaskan carriers to go 
ahead with their plans to further develop and expand their services to 
meet the needs of Alaskan commerce. It is not certain that any real 
advantage would be realized by Alaska if the proposed change were 
to be made in section 27 but at best it would be a very limited benefit. 
We think it unwise to seek what at best would be only a temporary 
benefit at the risk of losing or deteriorating the services which have 
provided the main support for the Alaskan trade and upon which 
Alaska will have to depend for the future—the services of United 
States-flag carriers. 

It is the view of the Federal Maritime Board that the words “ex- 
cluding Alaska” should be retained in section 27 in the interests of the 
United States merchant marine and the development of the domestic 
commerce of the United States. Further relaxation of the coastwise 
laws as proposed in this amendment are unnecessary and would in 
the end result in a diversion of traflic from United States ports with 
consequent harmful effects on United States port interests, labor (land 
and water), and the national defense. The Board opposes the pro- 
posed amendments to section 27 of the Merchant Marine Act, 1920. 
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DEPARTMENT OF AGRICULTURE, 
Washington, D. C., March 13, 1957. 
Hon. Henry M. Jackson, 
Chairman, Subcommittee on Territories, 
Committee on Interior and Insular Affairs, 
United States Senate. 

Dear Senator Jackon: This is in reply to your letter of January 14, 
1957, requesting a report on S. 49, a bill to provide for admission of the 
State of Alaska into the Union. 

The Department’s overall position on these bills may best be set 
forth by quoting from the budget message of the President, dated 
January 16,1957: 

“T also recommend the enactment of legislation admitting Hawaii 
into the Union as a State, and that, subject to area limitations and 
other safeguards for the conduct of defense activities so vitally nee- 
essary to our national security, statehood also be conferred upon 
Alaska.” 

The following additional comments and recommendations are lim- 
ited to those aspects of the bill which affect the national forests in 
Alaska, which are under the jurisdiction of this Department: 

1. Subsection 6 (a) of the bill would grant certain public lands to 
the State of Alaska, including not more than 400,000 acres of national- 
forest lands for the purpose of furthering the development of and 
expansion of communities, all of which shall be adjacent to established 
communities or suitable for prospective community centers and recre- 
ation areas. National-forest lands would be selected by the State of 
Alaska only with the approval of the Secretary of Agriculture. This 
Department has no objection to the provisions of this subsection. 

2. There appears to be a conflict between the provisions of subsec- 
tion 6 (a) which specifies that national-forest lands to be granted to 
the State of Alaska shall be selected with the approval of the Secre- 
tary of Agriculture, and those of subsection (g) of section 6, which 
would provide that all lands authorized to be granted to the State of 
Alaska shall be selected subject to the regulations of the Secretary 
of the Interior. We recommend that this conflict be corrected by 
deleting the period at the end of the first sentence in subsection (g) 
and by adding “, except as provided in subsection (a).” 

The Bureau of the Budget advises that there is no objection to the 
submission of this report. 

Sincerely yours, 
E. T. Benson, Secretary. 


Untrep Stratres DEPARTMENT OF JUSTICE, 
OrricE or THE Deputy ArrorNey GENERAL, 
Washington, D.C., May 14, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington, D.C. 

Dear Senator: This is in response to your request for the views of 
the Department of Justice concerning the bill (S. 49) to provide for 
the admission of the State of Alaska into the Union. 

The Department of Justice favors statehood for Alaska. How- 
ever, in his budget message for the fiscal year ending June 30, 1958, 
the President recommended that “* * * subject to area limitations 
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and other safeguards for the conduct of defense activities so vitally. 
necessary to our national security, statehood also be conferred upon 

Alaska.” Additionally, there are certain features of the pending bill 
to which the committee may wish to give consideration. 

Under section 4, the State and its people would agree and declare as 
a compact with the United States that they forever disclaim all right 
and title to“‘any lands or other property” not granted or confirmed to 
the State or its political subdivisions by or under the authority of the 
bill, the right or title to which is held by the United States “or is sub- 
ject to disposition by the United States” and “to any lands or other 
property (including fishing rights), the right or title to which may 
be held by any Indians, Eskimos, or Aleuts (hereinafter called na- 
tives) or is held by the United States in trust for said natives.” Ex- 
cept as to such property held by individual natives in fee without 
restrictions on alienation, such property would be under the absolute 
jurisdiction and control of the United States, and such property and 
property hereafter acquired by the United States would not be taxable 
by the State, except as Congress prescribed. 

‘Section 4 also includes a proviso with respect to claims against the 
United States so drafted as to make it clear that such claims are fo 
remain unaffected by the act. Senate Report No. 1028 on S. 50, 83d 
Congress includes the following statement on page 29 with respect to 
a sunilarly worded proviso: “In the case of Alaska, it is the unequi- 
vocal intent of the committee not to attempt to deal with the legal 
merits of the native rights problem in the statehood enabling act, but 
to leave the matter in status quo for either future or legislative action 
or judicial determination.” 

in view of the foregoing and in the light of the judicial deter- 
minations hereinafter mentioned, it is recommended that the paren- 
thetical phrase “(including fishing rights)” appearing on page 3, line 
3, of the bill be eliminated. The Court of Claims decided on July 12, 
1955, in The Zee-Hit-Ton Indians v. The United States (132 C. Cl. 
624), that the Indians had not since the acquisition of Alaska acquired 
any right to fish, by immemorial usage or otherwise, against the Gov- 
ernment. In an earlier case, /ynes v. Grimes Packing Company (337 
U.S. 86), an Indian group was held to have to have no exclusive irre- 
vocable right to fish commercial in an area designated as a reservation 
by the Secretary of the Interior. These cases establish that. the 
Alaskan Indians have no compensable claim to a right to fish, which 
is applicable as well to the Eskimos and Aleuts. The inclusion of a 
reference to “fishing rights” may have the consequence of raising an 
implication that there is a “right or title” to fishing rights by the 
natives of Alaska notwithstanding the above cited judicial determi- 
nations. 

For purposes of clarity and to supply an apparent omission it is 
recommended that the words “law to any” be inserted between the 
words “any” and “such” appearing on page 3, line 22, of the bill. 

As to the reservations of exclusive jurisdiction by section 10, the 
Interdepartmental Committee for the Study of Jurisdiction Over 
Federal Areas Within the States has concluded that possession of any 
measure of legislative jurisdiction is not generally advantageous with 
respect to the large bulk of Federal areas in the States, and that only 
concurrent legislative jurisdiction should be acquired in the usual case 
over areas on which, because of their great size, large population or 
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remote location, or because of peculiar requirement based on their use, 
it is necessary that the Federal Government render law enforcement 
and other services of a character ordinarily rendered by a State or local 
government. It is understood that consideration has been given to 
the Interdepartmental Committee’s recommendations in connection 
with section 10, and that although the validity of the recommendations 
is not questioned, the circumstances are regarded as so exceptional as 
to call for the reservation of exclusive jurisdiction. 

The exception to exclusive jurisdiction in Mount McKinley National 
Park provided in section 10 (a), viz., the right of residents to vote 
and the right of the State of Alaska to serve civil and criminal process 
in the park and to tax persons and their property on the lands in- 
cluded in the park are in accord with the Interdepartmental Commit- 
tee’s recommendations. It is noted that the provisions of section 10 
(b) as to exclusive jurisdiction in areas owned and held by the United 
States for military, naval, Air Force or Coast Guard purposes, is sub- 
ject to the proviso that the reservation of exclusive legislation shall 
not operate “to prevent the said State from exercising over or upon 
such lands, concurrently with the United States, any jurisdiction 
whatsoever which it would have in the absence of such reservation 
of authority and which is consistent with the laws hereafter enacted 
by the Congress pursuant to such reservation of authority.” This 
language is not clear but the intent is apparently that the State is 
to have concurrent jurisdiction until Congress provides otherwise. As 
pointed out in House Report No. 88 on H. R. 2535 (84th Cong.) page 
29, with respect to identical language the bill “Retains in the United 
States the power of exclusive legislation with concurrent jurisdiction 
over Defense and Coast Guard installations in the new State, sub- 
ject to future congressional action (sec. 211 (b)).” Provision for 
concurrent jurisdiction is consistent with the Interdepartmental Com- 
mittee recommendations. 

A number of the provisions of existing law relating to the judiciary 
of the Territory of Alaska are included in sections 101 through 122 
of title 48, United States Code. Provision is made for the appoint- 
ment of 4 district judges, 4 district attorneys, 4 United States marshals 
and other court officers for assignment to the 4 divisions of the district. 
The District Court for the territory of Alaska functions in a dual 
capacity, administering the laws of the United States and also ad- 
ministering the local laws of the Territory. It is a legislative as dis- 
tinguished from an article III or constitutional court, The bill would 
provide for the establishment, pursuant to article III, section 1 of 
the Constitution, of a United States District Court for the District 
of Alaska and for the appointment pursuant to the provisions of title 
28, United States Code, of 1 district judge, 1 United States attorney 
and other officers for the newly created Federal court. Unlike the 
existing court, the newly created court would not function in dual 
capacity but would be limited to causes of such a nature as to be within 
the jurisdiction of a Federal court. 

A new Federal court coming into existence upon the admission of 
Alaska to statehood it would appear that the existing court, its four 
judges, other personnel of the court, the district attorneys and the 
United States marshals no longer would function in a Federal capac- 
ity. Since it appears likely that some time would elapse before the 
newly'created court is organized and ready to function, it would seem 
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desirable that some provision be made for the interim functioning of a 
Federal judicial system in Alaska. 

With respect to “State” functions of the existing court there is 
some indication in the constitution of Alaska (sec. 17 of art. XV, en- 
titled “Schedule of Transitional Measures”) that it is intended, at least 
insofar as causes to be transferred to the State courts are concerned, 
that the existing court, the 4 judges, the 4 district attorneys, the 4 
United States marshals, and other personnel of the court would con- 
tinue to function with respect to such causes after admission of Alaska 
to statehood and until the courts provided for in the constitution of 
Alaska are organized and functioning. Whether this result is ac- 
complished in the manner proposed would appear to be open to ques- 
tion and, in this regard, would seem to merit further consideration by 
the committee. If it is contemplated that the existing court is to 
continue to function as a State court after admission of Alaska to state- 
hood and the judges, the district attorneys, United States marshals 
and other personnel of the court are to perform the functions of State 
officers there should be a clear provision to that effect in the bill. In 
such an event, it would appear wise to terminate their status as officers 
of the United States. 

It is suggested that in leu of the language “When any State is” 
appearing on page 24, line 24 of the bill, there be substituted the lan- 
guage “When the State of Alaska or any State.” Such amendment 
would make it clear that the proposed amendment of the Federal Re- 
serve Act is intended to apply to Alaska. 

The bill should provide specifically that nothing contained therein 
shall be construed to confer United States nationality upon any alien 
residents of the Territory, and that the repeal of any statutes by the bill 
shall not confer or restore nationality previously lost under any law 
of the United States or any treaty to which the United States may have 
been a party. Otherwise doubt might arise as to the citizenship status 
of many persons now in the Territory of Alaska. 

Section 101 (a) (36) and section 212 (d) (7) of the Immigration 
and Nationality Act should be revised to eliminate the references there- 
in to Alaska. Amendment of section 310 (a) of the Immigration and 
Nationality Act also would appear to be necessary in view of the refer- 
ence therein to the District Court of the United States for the Terri- 
tory of Alaska. 

Inasmuch as section 304 of the Immigration and Nationality Act 
declares the citizenship status of persons born in Alaska the bill should 
include a provision specifying that this section of the Immigration 
and Nationality Act is not to be regarded as amended, repealed, or 
modified by the enactment of the bill. 

Section 344 (d) of the Immigration and Nationality Act. should be 
revised to eliminate the language referring to Alaska. Under the 
present statute, the clerk of the district court there is relieved from 
accounting and paying over to the Attorney General fees collected 
in naturalization proceedings. If Alaska becomes a State, the same 
rules applicable to other States should also apply to the State of 
Alaska. 

It is noted that the bill makes no provision for separability in the 
event of judicial determination of the unconstitutionality of any 
provision. Accordingly, it is suggested that a section covering sepa- 
rability be added to the bill. 

96417574 
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The bill also lacks a provision which would continue in force al] 
territorial laws not changed or modified by the bill, and all United 
States laws, the latter to have the same effect in the State of Alaska 
as in any other State. Such a provision would appear to be desirable in 
the enabling act notwithstanding that the Constitution of Alaska in- 
cludes a provision in article XV for continuing in effect all laws in 
force on the effective date of the constitution. The bill (S. 50) 
which would provide for the admission of the State of Hawaii into 
the Union has such a provision and such provision is common to other 
enabling acts, see e. g., 36 Statutes 567-68 and 578 relating to New 
Mexico and Arizona, respectively. 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report. 

Sincerely, 
Witu1am P. Rocers, 
Deputy Attorney General. 


CHANGES IN Existina Law 


In compliance with subsection (4) of rule X XIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, S. 49, 
as reported, are shown as follows (existing law proposed to be re- 

vealed is enclosed in black brackets, additions to existing law are 
italicized) : , 
Titte 28 or THE Untrep States Cope 


CHAPTER 5—DIsTRICT COURTS 
Sec. 
81. Alabama. 
81A. Alaska. 
82. Arizona. 
* ~ * * * a + 


ma. 5:* * 


§ 81A. Alaska 
Alaska constitutes one judicial district. 
Court shall be held at Anchorage, Fairbanks, Juneau, and Nome. 


9s, *** 
* » * + * * * 
§ 133. Appointment and number of district judges. 
The President shall appoint, by and with the advice and consent of 
the Senate, district judges for the several judicial districts, as follows: 
Districts 
Alabama: Judges 
Sree Vero Die Conese gus ol Jol kee 2 
BN nh tse eee PRs eb 1 
Peemrait. 0 200) ES Poa ea cul 1 
Meme 203) ots) nolL We od _301G  feg. sua : 


eee) S16 2 Sob sea) td eU esue LG uae 
e tc * e e & © 
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§.333. Judicial conferences of circuits. 


The chief judge of each circuit shall summon annually the circuit 
and:district judges of the circuit, in active service, to a conference at 
atime and place that he designates, for the purpose of considering 
the business of the courts and advising means of improving the ad- 
ministration of justice within such circuit. He shall preside at such 
conference, which shall be known as the Judicial Conference of the 
circuit. The judges of [the District Court for the Territory of 
Alaska,] the United States District Court for the District of the 
Canal Zone, the District Court of Guam, and the District Court of 
the Virgin Islands shall also be summoned annually to the conferences 
of their respective circuits. 

Every judge summoned shall attend, and unless excused by the 
chief judge, shall remain throughout the conference. 

The court of appeals for each circuit shall provide by its rules’ for 
representation and active participation at such conference by members 
of the bar of such circuit. 

* * * oe « * * 


§ 373. Judges in Territories and possessions. 

Any judge of the United States District Courts for the Districts of 
Hawaii or Puerto Rico, [the District Court for the Territory of 
Alaska, J the United States District Court for the District of the Canal 
Zone, the District Court of Guam, or the District Court of the Virgin 
Islands, and any justice of the Supreme Court of the Territory of 
Hawaii who resigns after attaining the age of seventy years and after 
serving at least ten years, continuously or otherwise, or after attaining 
the age of sixty-five years and after serving at least fifteen years, 
continuously or otherwise, shall continue during the remainder of his 
life to receive the salary he received when he relinquished office. 

* * * * * * * 


§ 376. Annuities to widows and surviving dependent children of 
judges. 
* * 7 * * * * 

(q) The judges of [the District Court for the Territory of Alaska, ] 
the United States District Court for the District of the Canal Zone, 
the District Court of Guam and the District Court of the Virgin 
Islands and judges of the United States, as defined in section 451 of 
this title, who are entitled to hold office only for a term of years sha'l 
be deemed judges of the United States for the purposes of this section 
and shall be entitled to bring themselves within the purview of this 
section by filing an election as provided in subsection (a) of this 
section within the time therein specified. In the case of such judges 
the phrase “retirement from office by resignation on salary under 
section 371 (a) of this title’’ as used in subsections (b), (e), (g), (i) 
and (n) of this section shall mean “retirement from office by resigna- 
tion on salary under section 373 of this title or by removal or failure 
of reappointment after not less than ten years judicial service’, and 
the phrase “resigns from office otherwise than on salary under section 
371 (a) of this title’ as used in subsection (f) of this section shall 
mean “resigns from office otherwise than on salary under section 373 
of this title or is removed or fails of reappointment after less than ten 
years judicial service”’. 

> * * * * * a 
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§ 460. Application to Alaska, Canal Zone, Guam and Virgin Islands, 

Sections 452-459 of this chapter shall also apply to [the District 
Court for the Territory of Alaska,] the United States District Court 
for the District of the Canal Zone, the District Court of Guam and 
the District Court of the Virgin Islands and the judges thereof. 


+ a * * & + . 


§ 610. Courts defined 

As used in this chapter the word “courts” includes the courts of 
appeals and district courts of the United States, [the District Court 
for the Territory of Alaska, J the United States District Court for the 
District of the Canal Zone, the District Court of Guam, the Districé 
Court of the Virgin Islands, the Court of Claims, the Court of Customs 
and Patent Appeals, and the Customs Court. 

~ * * ~ a * * 


§ 753. Reporters 


(a) Each district court of the United States, [the District Court for 
the Territory of Alaska,] the United States District Court for the 
District of the Canal Zone, the District Court of Guam, and the 
District Court of the Virgin Islands shall appoint one or more court 
reporters. 

The number of reporters shall be determined by the Judicial Con- 
ference of the United States. 

The qualifications of such reporters shall be determined by standards 
formulated by the Judicial Conference. Each reporter shall take an 
oath faithfully to perform the duties of his office. 

Each such court, with the approval of the Director of the Admin- 
istrative Office of the United States Courts, may appoint additional 
reporters for temporary service not exceeding three months, when 
there is more reporting work in the district than can be performed 
promptly by the authorized number of reporters and the urgency is so 
great as to render it impracticable to obtain the approval of the 
Judicial Conference. 

If any such court and the Judicial Conference are of the opinion that 
it is in the public interest that the duties of reporter should be com- 
bined with those of any other employee of the court, the Judicial 
Conference may authorize such a combination and fix the salary for 
the performance of the duties combined. 

(b) One of the reporters appointed for each such court shall attend 
at each session of the court and at every other proceeding designated 
by rule or order of court or by one of the judges, and shall record 
verbatim by shorthand or by mechanical means: (1) all proceedings 
in criminal cases had in open court; (2) all proceedings in other cases 
had in open court unless the parties with the approval of the judge 
shall specifically agree to the contrary; and (3) such other proceedings 
as a judge of the court may direct or as may be required by rule or 
order of court or as may be requested by any party to the proceeding. 

The reporter shall attach his official certificate to the original short- 
hand notes or other original records so taken and promptly file them 
with the clerk who shall preserve them in the public records of the 
court for not less than ten years. 

Upon the request of any party to any proceeding which has been so 
recorded who has agreed to pay the fee therefor, or of a judge of the 
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court, the repurter shall promptly transcribe the original records of the 
requested parts of the proceedings and attach to the transcript his 
official certificate, and deliver the same to the party or judge making 
the request. He shall also transcribe and certify all leds and pro- 
ceedings in connection with the imposition of sentence in criminal 
cases and such other parts of the record of proceedings as may be 
required by rule or order of court. 

The reporter shall promptly deliver to the clerk for the records of 
the court a certified copy of any transcript so made. 

The transcript in any case certified by the reporter shall be deemed 
prima facie a correct statement of the testimony taken and proceedings 
had. No transcripts of the proceedings of the court shall be con- 
sidered as official except those made from the records taken by the 
reporter. 

The original notes or other original records and the copy of the 
transcript in the office of the clerk shall be open during office hours to 
inspection by any person without charge. 

(c) The reporters shall be subject to the supervision of the ap- 
pointing court and the Judicial Conference in the performance of their 
duties, including dealings with parties requesting transcripts. 

(d) The Judicial Conference shall prescribe records which shall be 
maintained and reports which shall be filed by the reporters. Such 
records shall be inspected and audited in the same manner as the 
records and accounts of clerks of the district courts, and may include 
records showing: 

(1) the quantity of transcripts prepared; 

(2) the fees charged and the fees collected for transcripts; 

(3) any expenses incurred by the reporters in connection with 
transcripts; 

(4) the amount of time the reporters are in attendance upon the 
courts for the purpose of recording proceedings; and 

(5) such other information as the Judicial Conference may require. 

(e) Each reporter shall receive an annual salary to be fixed from 
time to time by the Judicial Conference of the United States at not 
less than $3,000 nor more than $6,450 per annum. All supplies shall 
be furnished by the reporter at his own expense. 

(f) Each reporter may charge and collect fees for transcripts re- 
quested by the parties, including the United States, at rates prescribed 
by the court subject to the approval of the Judicial Conference. He 
shall not charge a fee for any copy of a transcript deliverzd to the 
clerk for the records of court. Fees for transcripts furnished in 
criminal or habeas corpus proceedings to persons allowed to sue, de- 
fend, or appeal in forma pauperis shall be paid by the United States 
out of money appropriated for that purpose. Fees for transcripts 
furnished in other proceedings to persons permitted to appeal in 
forma pauperis shall also be paid by the United States if the trial 
judge or a circuit judge certifies that the appeal is not frivolous but 
presents a substantial question. The reporter may require any party 
requesting a transcript to prepay the estimated fee in advance except 
as to transcripts that are to be paid for by the United States. 


* * a * * a * 


§ 1252. Direct appeals from decisions invalidating Acts of Congress. 


Any party may appeal to the Supreme Court from an interlocutory 
or final judgment, decree or order of any court of the United States, 
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[the District Court for the Territory of Alaska,] the United States 
District Court for the District of the Canal Zone, the District Court of 
Guam and the District Court of the Virgin Islands and any court of 
record of [Alaska,] Hawaii and Puerto Rico, holding an Act of Con- 
gress unconstitutional in any civil action, suit, or proceeding to which 
the United States or any of its agencies, or any officer or employee 
thereof, as such officer or employee, is a :party. 

A party who has received notice of appeal under this section shall 
take any subsequent appeal or cross appeal to the Supreme Court, 
All appeals or cross appeals taken to other courts prior to such notice 
shall be treated as taken directly to the Supreme Court. 

* * + * * * * 


§ 1291. Final decisions of district courts. 


The courts of appeals shall have jurisdiction of appeals from all 
final decisions of the district courts of the United States, [the District 
Court for the Territory of Alaska,] the United States District Court 
for the District of the Canal Zone, the District Court of Guam, and 
the District Court of the Virgin Islands, except where a direct review 
may be had in the Supreme Court, 

§ 1292. Interlocutory decisions. 

The courts of appeals shall have jurisdiction of appeals from: 

(1) Interlocutory orders of the district courts of the United States, 
[the District Court for the Territory of Alaska,] the United States 
District Court for the District of the Canal Zone, the District Court 
of Guam, and the District Court of the Virgin Islands, or of the judges 
thereof, granting, continuing, modifying, refusing or dissolving in- 
junctions, or refusing to dissolve or modify injunctions, except where 
a direct review may be had in the Supreme Court; 

(2) Interlocutory orders appointing receivers, or refusing orders to 
wind up receiverships or to take steps to accomplish the purposes 
thereof, such as directing sales or other disposals of property; 

(3) Interlocutory decrees of such district courts or the judges 
thereof determining the rights and liabilities of the parties to ad- 
miralty cases in which appeals from final decrees are allowed; 

(4) Judgments in civil actions for patent infringement which are 
final except for accounting. 

x * x » * * * 


§ 1294. Circuits in which decisions reviewable 

Appeals from reviewable decisions of the district and territorial 
courts shall be taken to the courts of appeals as follows: 

(1) From a district court of the United States to the court of 
appeals for the circuit embracing the district; 

{(2) From the District Court for the Territory of Alaska or any 
division thereof, to the Court of Appeals for the Ninth Circuit:] 

[(3)] (2) From the United States District Court for the District of 
the Canal Zone, to the Court of Appeals for the Fifth Cricuit; 

[(4)] (3) From the District Court of the Virgin Islands, to the 
Court of Appeals for the Third Circuit; 

[(5)] (4) From the Supreme Court of Hawaii, to the Court of 
Appeals for the Ninth Circuit; 

[.(6)] (5) From the Supreme Court of Puerto Rico, to the Court of 
Appeals for the First Circuit. 
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[(7)] (6) From the District Court of Guam, to the Court of 
Appeals for the N inth Circuit. 
* * 


§ 1346. United States as defendant. 


(a) The district courts shall have original jurisdiction, concurrent 
with the Court of Claims, of: 

(1) Any civil action! against the United States for the recovery of 
any internal-revenue tax alleged to have been erroneously or illegally 
assessed or collected, or any penalty claimed to have been collected 
without authority or any sum alleged to have been excessive or in any 
manner wrongfully collected under the internal-revenue laws; 

(2) Any other civil action or claim against the United States, not 
exceeding $10,000 in amount, founded either upon the Constitution, 
or any Act of Congress, or any regulation of an executive department; 
or upon any express or implied contract with the United States, or for 
liquidated or unliquidated damages in cases not sounding in tort. 

(b) Subject to the provisions of chapter 171 of this title, the district 
courts, together with [the District Court for the Territory of Alaska, ] 
the United States District Court for the District of the Canal Zone 
and the District Court of the Virgin Islands, shall have exclusive juris- 
diction of civil actions on claims against the United States, for money 
damages, accruing on and after January 1, 1945, for injury or loss of 
property, or personal injury or death caused by the negligent or wrong- 
ful act or omission of any employee of the Government while acting 
within the scope of his office or employment, under circumstances 
where the United States, if a private person, would be liable to the 
claimant in accordance with the law of the place where the act or 
omission occurred. 

(c) The jurisdiction conferred by this section includes jurisdiction 
of any set-off, counterclaim, or other claim or demand whatever on the 
part of the United States against any plaintiff commencing an action 
under this section. 

(d) The district courts shall not have jurisdiction under this sec- 
tion of: 

(1) Any civil action or claim for a pension; 

(2) Any civil action or claim to recover fees, salary, or compen- 
sation for official services of officers or employees of the United 
States. 

* * - * ae * * 
§ 1963. Registration in other districts. 

A judgment in an action for the recovery of money or property 
now or hereafter entered in any district court which has become final 
by appeal or expiration of time for appeal may be registered in any 
other district by filing therein a certified copy of such judgment, 
A judgment so registered shall have the same effect as a judgment of 
the district court of the district where registered and may be enforced 
in like manner. 

A certified copy of the satisfaction of any judgment in whole or in 
part may be registered in like manner in any district in which the 
judgment is a lien. 

[for the purpose of this section only, “district”? as used herein 
shall include the Territory of Alaska, and “district court’’ as used 
herein shall include the District Court for the Territory of Alaska.J 

7 2 * + * a * 
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§ 2072. Rules of civil procedure for district courts. 


The Supreme Court shall have the power to prescribe, by general 
rules, the forms of process, writs, pleadings, and motions, and the 
practice and procedure of the district courts of the United States 
{and of the District Court for the Territory of Alaska] in civil actions, 

Such rules shall not abridge, enlarge or modify any substantive 
right and shall preserve the right of trial by jury as at common law 
and as declared by the Seventh Amendment to the Constitution. 

Such rules shall not take effect until they have been reported to 
Congress by the Chief Justice at or after the beginning of a regular 
session thereof but not later than the first day of May, and until the 
expiration of ninety days after they have been thus reported. 

All laws in conflict with such rules shall be of no further force or 
effect after such rules have taken effect. Nothing in this title, any- 
thing therein to the contrary notwithstanding, shall in any way limit, 
supersede, or repeal any such rules heretofore prescribed by the 
Supreme Court. 

+ * * * * « * 


§ 2201. Creation of remedy. 

In a case of actual controversy within its jurisdiction, except with 
respect to Federal taxes, any court of the United States [and the 
District Court for the Territory of Alaska], upon the filing of an ap- 
propriate pleading, may declare the rights and other legal relations of 
any interested party seeking such declaration, whether or not further 
relief is or could be sought. Any such declaration shall have the 
force and effect of a final judgment or decree and shall be reviewable 


as such. 
* ~ * * * 4 


§ 2410. Actions affecting property on which United States has lien. 

(a) Under the conditions prescribed in this section and section 1444 
of this title for the protection of the United States, the United States 
may be named a party in any civil action or suit in any district, 
[including the District Court for the Territory of Alaska,] or in any 
State court having jurisdiction of the subject matter, to quiet title to 
or for the foreclosure of a mortgage or other lien upon real or personal 
property on which the United States has or claims a mortgage or 
other lien. 





Titte 18 or THE Unitep States Cops 


§ 3241. Jurisdiction of offenses under certain sections. 

The [District Court for the Territory of Alaska, the] United States 
District Court for the Canal Zone and the District Court of the 
Virgin Islands shall have jurisdiction of offenses under the laws of the 
United States, not locally inapplicable, committed within the terri- 
torial jurisdiction of such courts, and jurisdiction, concurrently with 
the District courts of the United States, of offenses against the laws 
of the United States committed upon the high seas. 

* * * * * * + 


§ 3401. Petty offenses; application of probation laws; fees. 
* * * * a > * 
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(e) This section shall not apply to the District of Columbia nor 
shall it repeal or limit existing jurisdiction, power or authority of 
commissioners appointed [for Alaska or] in the several national parks. 

a * + * * 1" * 


§ 3771. Procedure to and including verdict. 


The Supreme Court of the United States shall have the power to 
prescribe, from time to time, rules of pleading, practice, and procedure 
with respect to any or all proceedings prior to and including verdict, or 
finding of guilty or not guilty by the court if a jury has been waived, 
or plea of guilty, in criminal cases and proceedings to punish for crimi- 
nal contempt of court in the United States district courts, in the dis- 
trict courts for [the Territory of Alaska,] the district of the Canal 
Zone and the Virgin Islands, in the Supreme Courts of Hawaii and 
Puerto Rico, and in proceedings before United States commissioners. 
Such rules shall not take effect until they have been reported to Con- 
gress by the Chief Justice at or after the beginning of a regular session 
thereof but not later than the first day of May, and until the expira- 
tion of ninety days after they have been thus reported. All laws in 
conflict with such rules shall be of no further force or effect after such 
rules have taken effect. 

Nothing in this title, anything therein to the contrary notwith- 
standing, shall in any way limit, supersede, or repeal any such rules 
heretofore prescribed by the Supreme Court. 

os * * + * * * 


§ 3772. Procedure after verdict. 


The Supreme Court of the United States shall have the power to 
prescribe, from time to time, rules of practice and procedure with 
respect to any or all proceedings after verdict, or finding of guilt by 
the court if a jury has been waived, or plea of guilty, in criminal cases 
and proceedings to punish for criminal contempt in the United States 
district courts, in the district courts for [the Territory of Alaska,] 
the District of the Canal Zone, and the Virgin Islands, in the Supreme 
Courts of Hawaii and Puerto Rico, in the United States courts of 
appeals, in the United States Court of Appeals for the District of 
Columbia, and in the Supreme Court of the United States. This 
section shall not give the Supreme Court power to abridge the right 
of the accused to apply for withdrawal of a plea of guilty, if such 
application be made within ten days after entry of such plea, and 
before sentence is imposed. 

The right of appeal shall continue in those cases in which appeals 
are authorized by law, but the rules made as herein authorized may 
prescribe the times for and manner of taking appeals and applying 
for writs of certiorari and preparing records and bills of exceptions 
and the conditions on which supersedeas or bail may be allowed. 

The Supreme Court may fix the dates when such rules shall take 
effect and the extent to which they shall apply to proceedings then 
pending, and after they become effective all laws in conflict therewith 
shall be of no further force. 

Nothing in this title, anything therein to the contrary notwith- 
standing, shall in any way limit, supersede, or repeal any such rules 
heretofore prescribed by the Supreme Court. 

* * a * « * * 
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ImMiGRATION AND Nationatity Act (8 U.S. C. Cu. .12) 
TITLE I—GENERAL 
DEFINITIONS 
Section 101. (a) As used in this Act— 
* 7 * + “ . * 
(36) The term “State” includes (except as used in section 310 (a) 
of title III) [Alaska,] Hawaii, the District of Columbia, Puerto 
Rico, Guam, and the Virgin Islands of the United States, 
~ > * * ” * oe 
TITLE II—IMMIGRATION 
GENERAL CLASSES OF ALIENS INELIGIBLE TO RECEIVE VISAS AND 
EXCLUDED FROM ADMISSION 


Sec. 212. (a) * * * 


* * * * * . * 
(a). °*..*.-? 
*x * * ~ * * + 


(7) The provisions of subsection (a) of this section, except para- 
graphs (20), (21), and (26), shall be applicable to any alien who shall 
leave Hawaii, [Alaska,] Guam, Puerto Rico, or the Virgin Islands 
of the United States, and who seeks to enter the continental United 
States or any other place under the jurisdiction of the United States: 
Provided, That persons who were admitted to Hawaii under the last 
sentence of section 8 (a) (1) of the Act of March 24, 1934, as amended 
(48 Stat. 456), and aliens who were admitted to Hawaii as nationals 
of the United States shall not be excepted by this paragraph from the 
application of paragraphs (20) and (21) of subsection (a) of this 
section, unless they belong to a class declared to be nonquota immi- 
grants under the provisions of section 101 (a) (27) of this Act, other 
than subparagraph (C) thereof, or unless they were admitted to 
Hawaii with an immigration visa. * * * 

* > ~ * * * © 


TITLE III—NATIONALITY AND NATURALIZATION 


* . . * * 
JURISDICTION TO NATURALIZE 


Src. 310. (a) Exclusive jurisdiction to naturalize persons as citizens 
of the United States is hereby conferred upon the following specified 
courts: District courts of the United States now existing, or which 
may hereafter be established by Congress in any State, [District 
Courts of the United States for the Territories of Hawaii and Alaska,] 
District Court of the United States for the Territory of Hawaii, and for 
the District of Columbia and for Puerto Rico, the District Court of 
the Virgin Islands of the United. States,. and. the District Court of 
Guam; also all courts of record in any State or Territory now existing, 
or which may hereafter be created, having a seal, a clerk, and juris- 
diction in actions at law or equity, or law and equity, in which the 
amount in controversy is.unlimited. * * * 

* * ~ * * * * 
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FISCAL PROVISIONS 
Sec. 344. (a) * * * 
* * * * * * . 


(d) The elerk of any United: States district court (exeept., fin 
Alaska and] in the District Court of the Virgin Islands of the United 
States and in the District Court of Guam) shall account for and pay 
over to the Attorney General all fees collected by any such clerk in 
naturalization proceedings: Provided, however, That the clerk of the 
District Court of the Virgin Islands of the United States and of the 
District Court of Guam shall report but shall not be required to, pay 
over to the Attorney General the fees collected by any such clerk in 
naturalization proceedings. 





Section 1 or THE Act oF Marcu 4, 1915, as AMENDED 
(48 U.S. C. 353) 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, [That when the public lands 
of the Territory of Alaska are surveyed, under direction of the Gov- 
ernment of the United States, sections numbered sixteen and thirty-six 
in each township in said Territory shall be and the same are hereby, 
reserved from sale or settlement for the support of common schools 
in the Territory of Alaska; and section thirty-three in each township 
in the Tanana Valley between parallels sixty-four and sixty-five 
north latitude and between the one hundred and forty-fifth and the 
one hundred and fifty-second degrees of west longitude (meridian of 
Greenwich) shall be, and the same is hereby, reserved from sale or 
settlement for the support of a territorial agricultural college and 
school of mines when established by the Legislature of Alaska upon 
the tract granted in section two of this Act: Prori’ed, That where 
settlement with a view to homestead entry has been made upon any 
part of the sections reserved hereby before the survey thereof in the 
field, or where the same may have been sold or otherwise appropriated 
by or under the authority of any Act of Congress, or are wanting or 
fractional in quantity, other lands may be designated and reserved in 
lieu thereof in the manner provided by the Act of Congress of February 
twenty-eighth, eighteen hundred and ninety-one (Twenty-sixth 
Statutes, page seven hundred and ninety-one): Provided further, That 
the Territory may, by general law, provide for leasing said land in 
area not to exceed one section to any one person, association; or 
corporation for not longer than ten years at any one time: And 
provided further, That the entire proceeds or income derived from said 
reserved lands, are hereby appropriated and set apart as separate and 
permanent funds in the Territorial treasury, to be invested and the 
income from which shall be expended only for the exclusive use and 
benefit of the public schools of Alaska or of the agricultural college 
and school of mines, respectively, in such manner as the Legislature 
of Alaska may by law direct. Nothing in this Act shall affect any 
lands included within the limits of existing reservations of or by the 
United States, or lands subject to or included in any valid application, 
claim, or right initiated or held under any laws of the United States 
unless and until such reservation, application, claim, or right’ is ex- 
tinguished, relinquished, or canceled: Provided, That the existence of 
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a mineral lease or permit, or application thereof, shall not prevent the 
reservation of land under this section, and such leases, permits, and 
applications shall be administered as hereinafter provided. The rights 
of the Territory to any lands under this Act shall not be denied on 
the sole grounds that such lands were at the time of the acceptance of 
the survey subject to a reservation, application, claim, or right and 
that that reservation, application, claim, or right was extinguished, 
relinquished, or cancelled prior to March 5, 1952. 

[All deposits of oil, gas, oil shale, phosphate, sodium, and potassium 
in the reserved lands together with the lands containing such deposits 
shall be subject to disposition under the Mineral Leasing Act of Febru- 
ary 25, 1920 (41 Stat. 437), as amended, and all deposits of coal in the 
reserved lands together with the lands containing such deposits shal] 
be subject to disposition under the Alaska Coal Leasing Act of October 
20, 1914 (38 Stat. 741), as amended. Ninety per centum of the entire 
proceeds or income derived by the United States from any disposition 
of the minerals in the reserved lands under the mineral leasing laws, as 
herein provided, are hereby appropriated for payment to the Terri- 
torial treasury, where such sums shal] be set apart as permanent funds, 
to be invested and the income expended for the same purposes and in 
the same manner as hereinbefore provided for. The other ten per 
centum of the entire proceeds or income shall be deposited in the 
United States Treasury as miscellaneous receipts. 

[Any persons qualified to hold an oil or gas lease who had first filed 
in point of time and had pending on January 15, 1953, an offer or 
application for an oil and gas lease for any lands subject to this Act, 
which lands on said date were within the limits of a unitized area 
created by unit agreement approved by the Secretary of the Interior, 
and which lands on the date the application for an oil and gas lease 
was filed were not situated within the known geologic structure of a 
producing oil and gas field, shal] have a preference right over others to 
an oil and gas lease of such lands. 

[Upon the transfer to any future State erected out of the Territo 
of Alaska of title to any of the reserved lands, the provisions of this 
amendment shall cease to apply to the reserved lands title to which is 
so transferred. Any lease, permit, or contract made pursuant to this 
amendment which is in effect at the time of any such transfer of title 
to the lands covered by the lease, permit, or contract shall not be 
terminated or otherwise affected by such transfer of title; but all right, 
title, and interest of the United States under such lease, permit, or 
contract, including any authority to modify its terms and conditions 
that may have been retained by the United States, shall vest in the 
State to which title to the lands covered by the lease, permit, or con- 
tract is transferred. 

[The Secretary of the Interior is hereby authorized to make all 
necessary rules and regulations in harmony with the provisions and 
purposes of this Act for the purpose of carrying the same into effect, 
including such provisions as he may deem equitable to assure com- 
pensation of surface lessees for damages to crops or improvements on, 
or impairment of the surface utilization of, the reserve lands by the 
holder of a mineral lease, or contract issued under this Act: Promded, 
That such damages, if any, may be subject to judicial review. ] 
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Secrion 35 or THE Act or Fusruary 25, 1920, as AmenpmEp. (30 
U.S. C. 191) 


Src. 35. All money received from sales, bonuses, We dry and 
rentals of public lands under the provisions of this Act shall be paid 
into the Treasury of the United States; 37% per centum thereof shall 
be paid by the Secretary of the Treasury as soon as practicable after 
December 31 and June 30 of each year to the State or the Territory 
of Alaska within the boundaries of which the leased lands or deposits 
are or were located; said moneys to be used by such State, Territory, 
or subdivisions thereof for the construction and maintenance of public 
roads or for the support of public schools or other public educational 
institutions, as the legislature of the State or Territory may direct; 
and, excepting those from Alaska, 52% per centum thereof shall-be 
paid into, reserved and appropriated, as a part of the reclamation 
fund created by the Act of Congress known as the ReclamationAct, 
approved June 17, 1902, and of those from Alaska 52}; per centum thereof 
shall be paid to the State of Alaska for disposition by the legislature 
thereof; Provided, That all moneys which may accrue to the United 
States under the provisions of this Act from lands within the naval 
petroleum reserves shall be deposited in the Treasury as “miscellaneous 
receipts”, as provided by the Act of June 4, 1920 (41 Stat. 813), as 
amended June 30, 1938 (52 Stat. 1252, 34 U. S. C., sec. 524). All 
moneys received under the provisions of this Act not otherwise dis- 
osed of by this section shall be credited to miscellaneous receipts. 

Nothing herein contained shall be construed to affect the disposition 
of proceeds or income derived by the United States from ‘mineral 
school sections in the Territory of Alaska as provided for in the Act of 
March 4, 1915 (38 Stat. 1214, 1215; 48 U.S. C., sec. 353), as amended. J 





Section 4 or tHE Act or Juty 28, 1950 (5 U. S. C. 341b) 


Sec. 4. The Attorney General is empowered to investigate the 
official acts, records, and accounts of United States marshals and 
United States attorneys, and at the request and in behalf of the Director 
of the Administrative Office of the United States courts those of the 
clerks of the United States courts and of the district courts of [Alaska,] 
Canal Zone, and Virgin Islands, probation officers, referees, trustees 
and receivers in bankruptcy, United States commissioners and court 
reporters, for which purpose all the official papers, records, dockets, 
and accounts of said officers, without exception, shall be examined by 
agents of the Attorney General at any time. Appropriations now or 
hereafter provided for the examination of judicial offices shall be 
available for carrying out the provisions of this section. 





Tue First Paracrapa oF Section 2 or THe Fepera, Reserve Act 
(38 Srat. 251, 252) 


FEDERAL RESERVE DISTRICTS 


Sec. 2. As soon as practicable, the Secretary of the Treasury, the 
Secretary of Agriculture and the Comptroller of the Currency, acting 
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as “The Reserve Bank Organization Committee,” shall designate not 
less than eight nor more than twelve cities to be known as Federal 
Reserve cities, and shall divide the continental United States, exclud- 
ing Alaska, into districts, each district to contain only one of such 
Federal Reserve cities. The determination of said organization 
committee shall not be subject to review except by the Board of 
Governors of the Federal Reserve System when organized: Provided, 
That. the districts shall be apportioned with due regard to the con- 
venience and customary course of business and shall not necessarily 
be coterminous with any State or States. The districts thus created 
may be readjusted and new districts may from time to time be created 
by the Board of Governors of the Federal Reserve System, not to 
exceed twelve in all. Such districts shall be known as Federal Reserve 
districts and may be designated by number. [[A majority of the 
organization committee shall constitute a quorum with authority to 
act.}. When the State of Alaska or any State is hereafter admitted to 
the Union the Federal Reserve districts shall be readjusted by the Board 
of Governors of the Federal Reserve System in such manner as to include 
such State. Every national bank in any State shall, upon commencing 
business or within ninety days after admission into the Union of the 
State in. which i is located, become a member bank of the Federal Reserve 
System by subscribing and paying for stock in the Federal Reserve bank 
of its district in accordance with the provisions of this Act and shall 
thereupon.be an insured bank under the Federal Deposit Insurance Act, 
and failure to do so shall subject such bank to the penalty provided by 
the siath paragraph of this section. 





Section 2 AND Last SENTENCE OF SECTION 9 oF THE ACT OF 
Octroper 20, 1914 (48 U. S. C. 433, 439) 


(Src. 2: That the President of the United States shall designate 
and reserve from.use, location, sale, lease, or disposition not exceed- 
ing five thousand one hundred and tw enty acres of coal-bearing land 
in the Bering River field and not exceeding seven thousand six hun- 
dred and eighty acres of coal-bearing land in the Matanuska field, 
and not to exceed one-half of the other coal lands in Alaska: Pro- 
vided, ‘That the coal deposits in such reserved areas may be mined 
under the direction of the President when, in his opinion, the mining 
of such coal in such reserved areas, under the direction of the Presi- 
dent, becomes necessary, by reason of an insufficient supply of coal 
at a reasonable price for the requirements of Government works, 
construction and; operation of Government railroads, for the Navy, 
for national protection, or for relief from monopoly or oppressive 
conditions. ] 

* * * > * * * 


Sec.9. * * * [All net profits from operation of Government mines, 
and all Gapilties and rentals under leases as herein provided, shall be 
deposited in the Treasury of the United States in a separate and dis- 
tinct fund to be applied to the reimbursement of the Government of 
the United States on account of any expenditures made in the con- 
struction of railroads in Alaska, and the excess shall be deposited in 
the fund known as The Alaska fund, established by the Act of Congress 
of January twenty-seventh, nineteen hundred and five, to be ex- 
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pended as provided in said last-mentioned Act.J All net profits from 
operation of Government mines, and all bonuses, royalties, and rentals 
under leases as herein provided and all other payments received under 
this Act shall be distributed as follows as soon as practicable after Decem- 
ber 31 and June 30 of each year: (t) 90 per centum thereof shall be paid 
by the Secretary of the Treasury to the State of Alaska for disposition 
by the legislature thereof; and (2) 10 per centum shall be deposited an the 
Treasury of the United States to the credit of miscellaneous receipts. 





APPENDIXES 


AppENpDIx A 
THE CONSTITUTION OF THE STATE OF ALASKA 
PREAMBLE 


We the people of Alaska, grateful to God and to those who founded 
our nation and pioneered this great land, in order to secure and 
transmit to succeeding generations our heritage of political, civil, and 
religious liberty within the Union of States, do ordain and establish 
this constitution for the State of Alaska. 


ArticLte I. DecLaRATION or RIGHTS 


Inherent rights 

Section 1. This constitution is dedicated to the principles that all 
persons have a natural right to life, liberty, the pursuit of happiness, 
and the enjoyment of the rewards of their own industry; that all 
persons are equal and entitled to equal rights, opportunities, and 
protection under the law; and that all persons have corresponding 
obligations to the people and to the State. 


Source of Government 

Section 2. All political power is inherent in the people. All gov- 
ernment originates with the people, is founded upon their will only, 
and is instituted solely for the good of the people as a whole. 
Civil rights 

Section 3. No person is to be denied the enjoyment of any civil or 
oo right because of race, color, creed, or national origin. The 
egislature shall implement this section. 
Freedom of religion 

Section 4. No law shall be made respecting an establishment of 
religion, or prohibiting the free exercise thereof. 
Freedom of speech 

Section 5. Every person may freely speak, write, and publish on 
all subjects, being responsible for the abuse of that right. 
Assembly; petition 

Section 6. The right of the people peaceably to assemble, and to 
petition the government shall never be abridged. 
Due process 

Section 7. No person shall be deprived of life, liberty, or property, 
without due process of law. The right of all persons to fair and just 
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treatment in the course of legislative and executive investigations 
shall not be infringed. 


Grand jury 


Section 8. No person shall be held to answer for a capital, or 
otherwise infamous crime, unless on a presentment or indictment of 
a grand jury, except in cases arising in the armed forces in time of 
war or public danger. Indictment may be waived by the accused. 
In that case the prosecution shall be by information. The grand 
jury shall consist of at least twelve citizens, a majority of whom con- 
curring may return an indictment. ‘The power of grand juries to 
investigate and make recommendations concerning the public welfare 
or safety shall never be suspended, 


Jeopardy and self-incrimination 


Section 9. No person shall be put in jeopardy twice for the same 
offense. No person shall be compelled in any criminal proceeding to 
be a witness against himself, 


Treason 


Section 10. Treason against the State consists only in levying 
war against it, or in adhering to its enemies, giving them aid and 
comfort. No person shall be convicted of treason, unless on the 
testimony of two witnesses to the same overt act, or on confession in 
open court. 


Rights of accused 


Section 11. In all criminal prosecutions, the accused shall have 
the right to a speedy and public trial, by an impartial jury of twelve, 
except that the legislature may provide for a jury of not more than 
twelve nor less than six in courts not of record. The accused is 
entitled to be informed of the nature and cause of the accusation; 
to be released on bail, except for capital offenses when the proof is 
evident or the presumption great; to be confronted with the witnesses 
against him; to have compulsory process for obtaining witnesses in 
his favor, and to have the assistance of counsel for his defense. 


Excessive punishment 
Section 12. Excessive bail shall not be required, nor excessive 
fines imposed, not cruel and unusual punishments inflicted. Penal 


administration shall be based on the principle of reformation and upon 
the need for protecting the public. 


Habeus corpus 


Section 13. The privilege of the writ of habeus corpus shall not be 
suspended, unless when in cases of rebellion or actual or imminent 
invasion, the public safety requires it. 


Searches and seizures 


Section 14. The right of the people to be secure in their persons, 
houses and other property, papers, and effects, against unreasonable 
searches and seizures, shall not be violated. No warrants shall issue, 
but upon probable cause, supported by oath or affirmation, and par- 
ticularly describing the place to be searched, and the persons or things 
to be seized. 
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Prohibited State action 

Section 15. No bill of attainder or ex post facto law shall be 
passed. No law impairing the obligation of contracts, and no law 
making any irrevocable grant of special privileges or immunities 
shall be passed. No conviction shall work corruption of blood or 
forfeiture of estate. 
Civil suits; trial by jury 

Section 16. In civil cases where the amount in controversy ex- 
ceeds two hundred fifty dollars, the right of trial by a jury of twelve is 
preserved to the same extent as it existed at common law: The legis- 
lature may make provision for a verdict by not less than three-fourths 
of the jury and, in courts not of record, may provide for a jury of not 
less than six or more than twelve. 
Imprisonment for debt 

Section 17. There shall be no imprisonment for debt. This 
section does not prohibit civil arrest of absconding debtors. 
Eminent domain 


Sxecrion 18. Private property shall not be taken or damaged for 
public use without just compensation, 


Right to bear arms 


Section 19. A well-regulated militia being necessary to the security 
of a free state, the right of the people to keep and bear arms shall not 
be infringed. 


Quartering soldiers 


Srection 20. No member of the armed forces shall in time of peace 
be quartered in any house without the consent of the owner or occupant, 
or in time of war except as prescribed by law. The military shall be 
in strict subordination to the civil power. 


Construction 


Section 21. The enumeration of rights in this constitution shall not 
impair or deny others retained by the people. 


ArticLe 11. Tun LeGisLaturp 


Legislative power; membership 
Section 1. The legislative power of the State is vested in a legisla- 


ture consisting of a senate with a membership of twenty and a house 
of representatives with a membership of forty. 


Members: Qualifications 


Section 2. A member of the legislature shall be a qualified voter 
who has been a resident of Alaska for at least three years and of the 
district from which elected for at least one year, immediately preceding 
his filing for office. A senator shall be at least twenty-five years of age 
and a representative at least twenty-one years of age. 


Election and terms 


SEcTION 3. Legislators shall be elected at general elections. Their 
terms begin on the fourth Monday of the January following election 
unless otherwise provided by law. The term of representatives shall 
be two years, and the term of senators, four years, One-half of the 
senators shall be elected every two years. 
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Vacancies 

Section 4. A vacancy in the legislature shall be filled for the 
unexpired term as provided by law. If no provision is made, the 
governor shall fill the vacancy G appointment. 
Disqualifications 

Section 5. No legislator may hold any other office or position of 
profit under the United States or the State. During the term for 
which elected and for one year thereafter, no legislator may be nomi- 
nated, elected, or appointed to any other office or position of profit 
which has been created, or the salary or emoluments of which have 
been increased, while he was a member. This section shall not pre- 
vent any person from seeking or holding the office of governor, secre- 
tary of state, or member of Congress. ‘This section shall not apply to 
employment by or election to a constitutional convention. 


Immunities 

Section 6. Legislators may not be held to answer before any other 
tribunal for any statement made in the exercise of their legislative 
duties while the legislature is in session. Members attending, going 
to, or returning from legislative sessions are not subject to civil process 
and are privileged from arrest except for felony or breach of the peace. 


Salary and expenses 

Section 7. Legislators shall receive annual salaries. They may 
receive a per diem allowance for expenses while in session and are 
entitled to travel expenses going to and from sessions. Presiding offi- 
cers may receive additional compensation. 


Regular sessions 
Srction 8. The legislature shall convene each year on the fourth 
Monday in January, but the month and day may be changed by law. 


Special sessions 

Section 9. Special sessions may be called by the governor or by 
vote of two-thirds of the legislators. The vote may be conducted by 
the legislative council or as prescribed by law. At special sessions 
called by the governor, legislation shall be limited to subjects desig- 
nated in his proclamation calling the session or to subjects presented 
by him. Special sessions are limited to thirty days. 
Adjournment 

Section 10. Neither house may adjourn or recess for longer than 
three days unless the other concurs. If the two houses cannot agree 
on the time of adjournment and either house certifies the disagree- 
ment to the governor, he may adjourn the legislature. 


Interim committees 

Section 11. There shall be a legislative council, and the legisla- 
ture may establish other interim committees. The council and other 
interim committees may meet between legislative sessions. They 
may perform duties and employ personnel as provided by the legisla- 
ture. Their members may receive an allowance for expenses while 
performing their duties. 


Rules 
Sxction 12. The houses of each legislature shall adopt uniform 
rules of procedure. Each house may choose its officers and employees. 
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Each is the judge of the election and qualifications of its members 
and may expel a member with the concurrence of two-thirds of its 
members. Lach shall keep a journal of its proceedings. A majority 
of the membership of each house constitutes a quorum to do business, 
but a smaller number may adjourn from day to day and may compel 
attendance of absent members. The legislature shall regulate lobby- 
ing. 
Form of bills 

Sxection 13. Every bill shall be confined to one subject unless it is 
an appropriation bill or one codifying, ane or rearranging exist- 
ing laws. Bills for appropriations shall be confined to RnpevEnerons. 
The subject of each bill shall be expressed in the title. The enacting 
clause shall be: “Be it enacted by the Legislature of the State of 
Alaska.” 


Passage of bills 

Section 14. The legislature shall establish the procedure for enact- 
ment of bills into law. No bill may become law unless it has passed 
three readings in each house on three separate days, except that any 
bill may be advanced from second to third reading on the same day 
by concurrence of three-fourths of the house considering it. No bill 
may become law without an affirmative vote of a majority of the mem- 
bership of each house. The yeas and nays on final passage shall be 
entered in the journal. 


Veto 

Section 15. The governor may veto bills passed by the legislature. 
He may, by veto, strike or reduce items in appropriation bills. He 
shall return any vetoed bill, with a statement of his objections, to the 
house of origin. 
Action upon veto 

Section 16. Upon receipt of a veto message, the legislature shall 
meet immediately in joint session and reconsider passage of the vetoed 
bill or item. Bills to raise revenue and appropriation bills or items, 
although vetoed, become law by affirmative vote of three-fourths of 
the membership of the legislature. Other vetoed bills become law 
by affirmative vote of two-thirds of the membership of the legislature. 
The vote on reconsideration of a vetoed bill shall be entered on the 
journals of both houses. 
Bills not signed 

Srection 17. A bill becomes law if, while the legislature is in session, 
the governor neither signs nor vetoes it within fifteen days, Sundays 
excepted, after its delivery to him. If the legislature is not in session 
and the governor neither signs nor vetoes a bill within twenty days, 
Sundays excepted, after its delivery to him, the bill becomes law. 


Effective date 


Section 18. Laws passed by the legislature become effective ninety 
days after enactment. The legislature may, by concurrence of two- 
— of the membership of each house, provide for another effective 

ate. 


Local or special acts 


Section 19. The legislature shall pass no local or special act if a 
general act can be made applicable. Whether a general act can be 
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made applicable shall be subject to judicial determination. Local 
acts necessitating appropriations by a political subdivision may not 
become effective unless approved by a majority of the qualified voters 
voting thereon in the subdivision affected. 


Impeachment 


Section 20. All civil officers of the State are subject to impeachment 
by the legislature. Impeachment shall originate in the senate and 
must be approved by a two-thirds vote of its members. The motion 
for impeachment shall list fully the basis for the proceeding. ‘Trial 
on impeachment shall be conducted by the house of representatives, 
A supreme court justice designated by the court shall preside at the 
trial. Concurrence of two-thirds of the members of the house is 
required for a judgment of impeachment. The judgment may not 
extend beyond removal from office, but shall not prevent proceedings 
in the courts on the same or related charges. 


Suits against the State 


Section 21. The legislature shall establish procedures for suits 
against the State. 


Articuz III. Tae Executivs 


Executive power 

Section 1. The executive power of the State is vested in the 
governor. 
Governor: Qualifications 


Section 2. The governor shall be at least thirty years of age and 
a qualified voter of the State. He shall have been a resident of Alaska 


at least seven years immediately preceding his filing for office, and 
he shall have been a citizen of the United States for at least seven 
years, 


Election 
Srection 3. The governor shall be chosen by the qualified voters 


of the State at a general election. The candidate receiving the 
greatest number of votes shall be governor. 


Term of office 

Section 4. The term of office of the governor is four years, begin- 
ning at noon on the first Monday in December following his election 
and ending at noon on the first Monday in December four years later. 
Limit on tenure 

Section 5. No person who has been elected governor for two full 
successive terms shall be again eligible to hold that office until one 
full term has intervened. 
Dual office holding 

Srction 6. The governor shall not hold any other office or position 
of profit under the United States, the State, or its political subdivi- 
sions. 
Secretary of state: Duties 

Sxction. 7. There shall be a secretary of state. He shall have the 
same qualifications as the governor and serve for the same term. He 
shall perform such duties as may be prescribed by law and as may be 
delegated to him by the governor. 
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Election 

Section 8. The secretary of state shall be nominated in the manner 

rovided by Ir.w for nominating candidates for other elective offices. 
Tn the general election the votes cast for a candidate for governor shall 
be considered as cast also for the candidate for secretary of state 
running jointly with him. The candidate whose name appears on 
the ballot jointly with that of the successful candidate for governor 
shall be elected secretary of state. 


Acting governor 


Section 9. In case of the temporary absence of the governor from 
office, the secretary of state shall serve as acting governor. 


Succession: Failure to qualify 4 


Section 10. If the governor-elect dies, resigns, or is disqualified, 
the secretary of state elected with him shall succeed to the office of 
rovernor for the full term. If the governor-elect fails to assume office 
or any other reason, the secretary of state elected with him shall 
serve as acting governor, and shall succeed to the office if the governor- 
elect does not assume his office within six months of the beginning 
of the term. 


Vacancy 

Section 11. In case of @ vacancy in the office of governor for any 
reason, the secretary of state shall succeed to the office for the re- 
mainder of the term, 
Absence 


Section 12. Whenever for a period of six months, a governor has 
been continuously absent from office or has been unable to discharge 
the duties of bis office by reason of mental or physical disability, the 
office shall be deemed vacant. The procedure for determining 
absence and disability shall be prescribed by law. 


Further succession 

Section 13. Provision shall be made by law for succession to the 
office of governor and for an acting governor in the event that the 
secretary of state is unable to succeed to the office or act as governor. 
No election of a secretary of state shall be held except at the time of 
electing @ governor. 
Title and authority 


Section 14. When the secretary of state succeeds to the office of 
governor, he shall have the title, powers, duties, and emoluments of 
that office. 

Compensation 


Section 15. The compensation of the governor and the secretary 
of state shall be prescribed by law and shall not be diminished during 
their term of office, unless by general law applying to all salaried 
officers of the State. 

Governor: Authority 


Section 16. The governor shall be responsible for the faithful 
execution of the laws. He may, by appropriate court action or 
proceeding brought in the name of the State, enforce compliance 
with any constitutional or legislative mandate, or restrain violation 
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of any constitutional or legislative power, duty, or right by any officer, 
department, or agency of the State or any of its political subdivisions, 
This authority shall not be construed to authorize any action or 
proceeding against the legislature. 


Convening legislature 

Section 17. Whenever the governor considers it in the public 
interest, he may convene the legislature, either house, or the two 
houses in joint session, 


Messages to legislature 

Section 18. The governor shall, at the beginning of each session, 
and may at other times, give the legislature information concerning 
the affmirs of the State and recommend the measures he considers 
necessary. 
Military authority 

Section 19. The governor is commander-in-chief of the armed 
forces of the State. He may call out these forces to execute the laws, 
suppress or prevent insurrection or lawless violence, or repeal invasion, 
The governor, as provided by law, shall appoint all general and flag 
officers of the armed forces of the State, subject to confirmation by a 
majority of the members of the legislature in joint session. He shall 
appoint and commission all other officers. 


Martial law 


Section 20. The governor may proclaim martial law when the 
public safety requires it in case of rebellion or actual or imminent 
invasion. Martial law shall not continue for longer than twenty days 


without the approval of a majority of the members of the legislature 
in joint session. 


Executive clemency 

Section 21. Subject to procedure prescribed by law, the governor 
may grant pardons, commutations, and reprieves, and may suspend 
and remit fines and forfeitures. This power shall not extend to im- 
peachment. A parole system shall be provided by law. 


Executive branch 


Section 22. All executive and administrative offices, departments, 
and agencies of the state government and their respective functions, 
powers, and duties shall be allocated by law among and within not 
more than twenty principal departments, so as to group them as far as 
practicable according to major purposes. Regulatory, quasi-judicial, 
and temporary agencies may be established by law and need not be 
allocated within a principal department. 


Reorganization 

Section 23. The governor may make changes in the organization 
of the executive branch or in the assignment of functions among its 
units which he considers necessary for efficient administration. Where 
these changes require the force of law, they shall be set forth in 
executive orders. The legislature shall have sixty days of a regular 
session, or a full session if of shorter duration, to disapprove these 
executive orders. Unless disapproved by resolution concurred in by & 
majority of the members in joint session, these orders become effective 
at v. date thereafter to be designated by the governor. 
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Supervision 

Section 24. Each principal department shall be under the super- 
vision of the governor. 
Department heads 

Section 25. The head of each principal department shall be a 
single executive unless otherwise provided by law. He shall be ap- 
pointed by the governor, subject to confirmation by a majority of the 
members of the legislature in joint session, and shall serve at the 
pleasure of the governor, except as otherwise provided in this article 
with respect to the secretary of state. The heads of all principal 
departments shall be citizens of the United States. 


Boards and commissions 


Section 26. When a board or commission is at the head of a 
principal department or a regulatory or quasi-judicial agency, its 
members shall be appointed by the governor, subject to confirmation 
by a majority of the members of the legislature in joint session, and 
may be removed as provided by law. They shall be citizens of the 
United States. The board or commission may appoint a principal 
executive officer when authorized by law, but the appointment shall 
be subject to the approval of the governor. 


Recess appointments 

Section 27. The governor may make appointments to fill vacancies 
occurring during a recess of the legislature, in offices requiring con- 
firmation by the legislature. The duration of such appointments 
shall be prescribed by law. 


Articte IV. Tue Jupiciary 


Judicial power and jurisdiction 

Section 1. The judicial power of the State is vested in a supreme 
court, a superior court, and the courts established by the legislature, 
The jurisdiction of courts shall be prescribed by law. The courts 
shall constitute a unified judicial system for operation and adminis- 
tration. Judicial districts shall be established by law. 


Supreme court 

Section 2. The supreme court shall be the highest court of the 
State, with final appellate jurisdiction. It shall consist of three 
justices, one of whom is chief justice. The number of justices may 

e increased by law upon the request of the supreme court. 
Superior court 

Section 3. The superior court shall be the trial court of general 
jurisdiction and shall consist of five judges, The number of judges 
may be changed by law. 
Qualifications of justices and judges 

Secrion 4. Supreme court justices and superior court judges shall 
be citizens of the United States and of the State, licensed to practice 
law in the State, and possessing any additional qualifications pre- 
‘scribed by law. Judges of other courts shall be selected in a manner, 
for terms, and with qualifications prescribed by law. 
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Nomination and appointment 

Sxcrion 5. The governor shall fill any vacancy in an office of 
supreme court justice or superior court judge by appointing one of 
two or more persons nominated by the judicial council, 


Approval or rejection 

Srcrion 6. Each supreme court justice and superior court judge 
shall, in the manner provided by law, be subject to approval or 
rejection on a nonpartisan ballot at the first general election held 
more than three years after his appointment. ‘Thereafter, each 
supreme court justice shall be subject to approval or rejection in 
a like manner every tenth year, and each superior court judge, every 
sixth year. 


Vacancy 

Secrion 7. The office of any supreme court justice or superior court 
judge becomes vacant ninety days after the election at which he is 
rejected by a majority of those voting on the question, or for which 


J 


he fails to file his declaration of candidacy to succeed himself. 


Judicial council 

Section 8. The judicial council shall consist of seven members, 
Three attorney members shall be appointed for six-year terms by 
the governing body of the organized state bar. Three non-attorney 
members shall be appointed for six-year terms by the governor sub- 
ject to confirmation by a majority of the members of the legislature 
in joint session. Vacancies shall be filled for the unexpired term in 
like manner. Appointments shall be made with due consideration 
to area representation and without regard to political affiliation. The 
chief justice of the supreme court shall be ex officio the seventh 
member and chairman of the judicial council. No member of the 
judicial council, except the chief justice, may hold any other office 
or position of profit under the United States or the State. The 
judicial council shall act by concurrence of four or more members 
and according to rules which it adopts. 


Additional duties 

Section 9. The judicial council shall conduct studies for improve- 
ment of the administration of justice, and make reports and recom- 
mendations to the supreme court and to the legislature at intervals 
of not more than two years. The judicial council shall perform other 
duties assigned by law. 


Incapacity of judges 

Section 10. Whenever the judicial council certifies to the governor 
that a supreme court justice appears to be so incapacitated as sub- 
stantially to prevent him from performing his judicial duties, the 
governor shall appoint a board of three persons to inquire into the 
circumstances, and may on the board’s recommendation retire the 
justice. Whenever a judge of another court appears to be so in- 
capacitated as substantially to prevent him from performing his 
judicial duties, the judicial council shall recommend to the supreme 
court that the judge be placed under early retirement. After notice 
and hearing, the supreme court by majority vote of its members 
may retire the judge. 
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Retirement 


Section 11. Justices and judges shall be retired at the age of 
seventy except as provided in this article. The basis and amount of 
retirement pay shall be prescribed by law. Retired judges shall 
render no further service on the bench except for special assignments 
as provided by court rule. 


° Impeachment 
i Suction 12. Impeachment of any justice or judge for malfeasance 
h or misfeasance in the performance of his official duties shall be accord- 
. ing to procedure prescribed for civil officers. 
y Compensation 
Suction 13. Justices, judges, and members of the judicial council 
shall receive compensation as prescribed by !aw. Compensation of 
rt justices and judges shall not be diminished during their terms of 
‘. office, unless by general law applying to all salaried officers of the 
oh | State. 
Restrictions 
| Section 14. Supreme court justices and superior court judges 
oe ed while holding office may not practice law, hold office in a political 
by party, or hold any other office or position of profit under the United 
ae States, the State, or its political subdivisions. Any supreme court 
s. justice or superior court judge filing for another elective public 
Te office forfeits his judicial position. 
in Rule-making power 
ion SrecTion 15. The supreme court shall make and promulgate rules 
‘he governing the administration of all courts. It shall make and promul- 
oth gate rules governing practice and procedure in civil and criminal cases 
the in all courts. ‘These rules may be changed by the legislature by two- 
lice thirds vote of the members elected to each house. 
a Court administration 
Section 16. The chief justice of the supreme court shall be the 
administrative head of all courts. He may assign judges from one 
court or division thereof to another for temporary service. The chief 
»Ve- justice shall, with the approval of the supreme court, appoint an 
om- administrative director to serve at his pleasure and to supervise the 
vals administrative operations of the judicial system. 
ther 
ArticLe V. SurFRAGE AND ELEcTIoNns 
Qualified voters 
pared SECTION 1. Every citizen of the United States who is at least 
the nineteen years of age, who meets registration requirements which may 
- the be prescribed by law, and who is qualified to vote under this article, 
the may vote in any state or local election. He shall have been, imme- 
ne diately preceding the election, for one year a resident of Alaska and 
, hie for thirty days a resident of the election district in which he seeks to 
Bh vote. He shall be able to read or speak the English language as pre- 
ofita scribed by law, unless prevented by physical disability. Additional 
ae voting qualifications may be prescribed by law for bond issue elections 


of political subdivisions. 
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Disqualifications 

_ Section 2. No person may vote who has been convicted of a felon 
involving moral turpitude unless his civil rights have been peuleae: 
No person may vote who has been judicially determined to be of 
unsound mind unless the disability has been removed. 


Methods of voting; election contests 

Section 3. Methods of voting, including absentee voting, shall be 
prescribed by law. Secrecy of voting shall be preserved. The pro- 
cedure for determining election contests, with right of appeal to the 
courts, shall be prescribed by law. 
Voting precincts; registration 

Section 4. The legislature may provide a system of permanent 
registration of voters, and may establish voting precincts within 
election districts. 


General elections 

Szcrion 5. General elections shall be held on the second Tuesday 
in October of every even-numbered year, but the month and day may 
be changed by law. 


Articts VI. LecisuAtivs APPORTIONMENT 


Election districts 

Section 1. Members of the house of representatives shall be elected 
by the qualified voters of the respective election districts. Until re- 
apportionment, election districts and the number of representatives 
to be elected from each district shall be as set forth in Section 1 of 
Article XIV. 
Senate districts 

Section 2. Members of the senate shall be elected by the qualified 
voters of the respective senate districts. Senate districts shall be as 
set forth in Section 2 of Article XIV, subject to changes authorized 
in this article. 


Reapportionment of house 

Section 3. The governor shall reapportion the house of representa- 
tives immediately following the official reporting of each decennial 
census of the United States. Reapportionment shall be based upon 
civilian population within each election district as reported by the 
census. 


Method 

Section 4. Reapportionment shall be by the method of equal pro- 
portions, except that each election district having the major fraction 
of the quotient obtained by dividing total civilian population by 
forty shall have one representative. 
Combining districts 

Section 5. Should the total civilian population within an 
election district fall below one-half of the quotient, the district sha 
be attached to an election district within its senate district, and the 
reapportionment for the new district shall be determined as provided 
in Section 4 of this article. 
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Redistricting 

Section 6. The governor may further redistrict by changing the 
size and area of election districts, subject. to the limitations of this 
article. Each new district so created shall be formed of contiguous 
and compact territory containing as nearly as practicable a relatively 
integrated socio-economic area. Each shall contain a population at 
least equal to the quotient obtained by dividing the total civilian 
population by forty. Consideration may be given to local govern- 
ment boundaries. Drainage and other geographic features shall be 
used in describing boundaries wherever possible. 


Modification of senate districts 


Section 7. The senate districts, described in Section 2 of Article 
XIV, may be modified to reflect changes in election districts, A 
district, although modified, shall retain its total number of senators 
and its approximate perimeter. 


Reapportionment board 


Sxction 8. The governor shall appoint a reapportionment board 
to act in an advisory capacity tohim. Itshall consist of five members, 
none of whom may be public employees or officials. At least one 
member each shall be appointed from the Southeastern, Southcentral, 
Central, and Northwestern Senate Districts. Appointments shall be 


made without regard to political affiliation. Board members shall be 
compensated. 


Organization 


Section 9. The board shall elect one of its members chairman 
and may employ temporary assistants. Concurrence of three mem- 
bers is required for a ruling or determination, but a lesser number 
may conduct hearings or otherwise act for the board. 


Reapportionment plan and proclamation 


Section 10. Within ninety days following the official reporting of 
each decennial census, the board shall submit to the governor a plan 
for reapportionment and redistricting as provided in this article. 
Within ninety days after receipt of the plan, the governor shall issue 
a proclamation of reapportionment and redistricting. An accom- 
panying statement shall explain any change from the plan of the board. 
The reapportionment and redistricting shall be effective for the 
election of members of the legislature until after the official reporting 
of the next decennial census, 


Enforcement 


Section 11. Any qualified voter may apply to the superior court 
to compel the governor, by mandamus or otherwise, to perform his 
reapportionment duties or to correct any error in redistricting or 
reapportionment, Application to compel the governor to perform his 
reapportionment duties must be filed within thirty days of the expira- 
tion of either of the two ninety-day periods specified in this article. 
Application to compel correction of any error in redistricting or 
reapportionment must be filed within thirty days following the procla- 
mation. Original jurisdiction in these matters is hereby vested in the 


superior court. On appeal, thec ause shall bereviewed by the supreme 
court upon the law and the facts. 
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Articte VII. Heatra, Epucation, anp WELFARE 


Public education 

Section 1. The legislature shall be general law establish and main- 
tain a system of public schools open to all children of the State, and 
may provide for other public educational institutions. Schools and 
institutions so established shall be free from sectarian control. No 
money shall be paid from public funds for the direct benefit of any 
religious or other private educational institution. 
State university 

Section 2. The University of Alaska is hereby established as the 
state university and constituted a body corporate. It shall have title 
to all real and personal property now or hereafter set aside for or 
conveyed to it. Its property shall be administered and disposed of 
according to law. 
Board of regents 

Section 3. The University of Alaska shall be governed by a board 
of regents. The regents shall be appointed by the governor, subject to 
confirmation by a majority of the members of the legislature in joint 
session. The board shall, in accordance with law, formulate policy 
and appoint the president of the university. He shall be the executive 
officer of the board. 
Public health 

Srction 4. The legislature shall provide for the promotion and pro- 
tection of public health. 
Public welfare 

Secrion 5. The legislature shall provide for public welfare. 


ArticLtE VIII. Narurat Resources 


Statement of policy 

Section 1. It is the policy of the State to encourage the settlement 
of its land and the development of its resources by making them avail- 
able for maximum use consistent with the public interest. 


General authority 

Srcrion 2. The legislature shall provide for the utilization, develop- 
ment, and conservation of all natural resources belonging to the State, 
including land and waters, for the maximum benefit of its people. 
Common use 

Secrion 3. Wherever occurring in their natural state, fish, wildlife, 
and waters are reserved to the people for common use. 


Sustained yield 

Section 4. Fish, forests, wildlife, grasslands, and all other replen- 
ishable resources belonging to the State shall be utilized, developed, 
and maintained on the sustained yield principle, subject to preier- 
ences among beneficial uses, 
Facilities and improvements 


Section 5. The legislature may provide for facilities, improve- 
ments, and services to assure greater utilization, development. recla- 
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mation, and settlement of lands, and to assure fuller utilization and 
development of the fisheries, wildlife, and waters. 


State public domain 
Section 6. Lands and interests therein, including submerged and 
tidal lands, possessed or acquired by the State, and not used or 
intended exclusively for scdiemaaidol erties constitute the state 
ublic domain. The legislature shall provide for the selection of 
ands granted to the State by the United States, and for the adminis- 
tration of the state public domain. 


Special purpose sites 

Section 7. The legislature may provide for the acquisition of 
sites, objects, and areas of natural beauty or of historic, cultural, 
recreational, or scientific value. It may reserve them from the publie 
domain and provide for their administration and preservation for 
the use, enjoyment, and welfare of the people. 


Leases 


Section 8. The legislature may provide for the leasing of, and the 
issuance of permits for exploration of, any part of the public domain 
or interest therein, subject to reasonable concurrent uses. Leases 
and permits shall provide, among other conditions, for payment 
by the party at fault for damage or injury arising from noncom- 
pliance with terms governing concurrent use, and for forfeiture in 
the event of breach of conditions. 


Sales and grants 

Srction 9. Subject to the provisions of this section, the legislature 
may provide for the sale or grant of state lands, or interests therein, 
and establish sales procedures. All sales or grants shall contain such 
reservations to the State of all resources as may be required by Con- 
gress or the State and shall provide for access to these resources. 
Reservation of access shall not unnecessarily impair the owners’ use, 
prevent the control of trespass, or preclude compensation for damage. 


Public notice 


Section 10. No disposals or leases of state lands, or interests 
therein, shall be made without prior public notice and other safe- 
guards of the public interest as may be prescribed by law. 

Mineral rights 

SecTION 11. Discovery and appropriation shall be the basis for 
establishing a right in those minerals reserved to the State which, upon 
the date of ratification of this constitution by the people of Alaska, 
were subject to location under the federal mining laws. Prior dis- 
covery, location, and filing, as prescribed by law, shall establish a prior 
right to these minerals and also a prior right to permits, leases, and 
transferable licenses for their extraction. Continuation of these rights 
shall depend upon the performance of annual labor, or the payment of 
fees, rents, or royalties, or upon other requirements as may be pre- 
scribed by law. Surface uses of land by a mineral claimant shall be 
limited to those necessary for the extraction or basic processing of the 
mineral deposits, or for both. Discovery and appropriation shall 
initiate a right, subject to further requirements of law, to patent of 
mineral lands if authorized by the State and not prohibited by Con- 
gress. The provisions of this section shall apply to all other minerals 
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reserved to the State which by law are declared subject to appro- 
priation. 
Mineral leases and permits 
Section 12. ‘The legislature shall provide for the issuance, types 
and terms of leases for coal, oil, gas, oils shale, sodium, phosphate, 
otash, sulfur, pumice, and other minerals as may be prescribed by 
aw. Leases and permits giving the exclusive right of exploration for 
these minerals for specific periods and areas, subject to reasonable 
concurrent exploration as to different classes of minerals, may be 
authorized by law. Like leases and permits giving the exclusive right, 
ef prospecting by geophysical, geochemical, and similar methods for 
all minerals may also be authorized by law. 


Water rights 

Section 13. All surface and subsurface waters reserved to the 
people for common use, except mineral and medicinal waters, are 
subject to appropriation. Priority of appropriation shall give prior 
right. Except for public water supply, an appropriation of water 
shall be limited to stated purposes and subject to preferences among 
beneficial uses, concurrent or otherwise, as prescribed by law, and to 
the general reservation of fish and wildlife. 


Access to navigable waters 

Section 14. Free access to the navigable or public waters of the 
State, as defined by the legislature, shall not be denied any citizen of 
the United States or resident of the State, except that the legislature 
may by general law regulate and limit such access for other beneficial 
uses or public purposes. 


No exclusive right of fishery 
Section 15. No exclusive right or special privilege of fishery shall 
be created or authorized in the natural waters of the State. 


Protection of rights 

Section 16. No person shall be involuntarily divested of his right 
to the use of waters, his interests in lands, or improvements affecting 
either, except for a superior beneficial use or public purpose and then 
only with just compensation and by operation of law. 


Uniform application 

Section 17. Laws and regulations governing the use or disposal of 
natural resources shall apply equally to all persons similarly situated 
with reference to the subject matter and purpose to be served by the 
law or regulation. 
Private ways of necessity 

SEcTIon 18. Proceedings in eminent domain may be undertaken for 
private ways of necessity to permit essential access for extraction or 
utilization of resources. Just compensation shall be made for property 
taken or for resultant damages to other property rights, 


Articte [X. Finance aNnp TAXATION 


Taxing power 

Section 1. The power of taxation shall never be surrendered. 
This power shall not be suspended or contracted away, except as 
provided in this article. 
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Nondiscrimination 
Szction 2. The lands and other property belonging to citizens 

of the United States residing without the State shall never be taxed 

at a higher rate than the lands and other property belonging to the 

residents of the State. 

Assessment standards 


Suction 3. Standards for appraisal of all property assessed by the 
State or its political subdivisions shall be prescribed:by law. 


Exemptions 


Section 4. The real and personal property of the State or its 
political subdivisions shall be exempt from taxation under conditions 
and exceptions which may be provided by law. All, or any portion of, 
property used exclusively for non-profit religious, charitable, cemetery, 
or educational purposes, as defined by law, shall be exempt from 
taxation. Other exemptions of like or different kind may be granted 


by general law. All valid existing exemptions shall be retained 
until otherwise provided by law. 


Interests in government property 


Section 5. Private leaseholds, contracts, or interests in land or 
property owned or held by the United States, the State, or its political 
subdivisions, shall be taxable to the extent of the interests. 

Public purpose 


Section 6. No tax shall be levied, or appropriation of public 
money made, or public property transferred, nor shall the public 
credit be used, except for a public purpose, 


Dedicated funds 


Section 7. The proceeds of any state tax or license shall not be 
dedicated to any special purpose, except when required by the federal 
government for state participation in federal programs. This pro- 
vision shall not prohibit the continuance of any dedication for special 
purposes existing upon the date of ratification of this constitution by 
the people of Alaska. 

State debt 


Szction 8. No state debt shall be contracted unless authorized 
by law for capital improvements and ratified by a majority of the 
qualified voters of the State who vote on the question. The State 
may, as provided by law and without ratification, contract debt for 
the purpose of repelling invasion, suppressing insurrection, defending 
the State in war, meeting natural disasters, or redeeming indebted- 
ness outstanding at the time this constitution becomes effective. 
Local debts 

Section 9. No debt shall be contracted by any political sub- 
division of the State, unless authorized for capital improvements by 


its governing body and ratified by a majority vote of those qualified 
to vote and voting on the question. 


Interim borrowing 


Section 10. The State and its political subdivisions may borrow 
money to meet appropriations for any fiscal year in anticipation of 
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the collection of the revenues for that year, but all debt so contracted 
shall be paid before the end of the next fiscal year. 


Exceptions 

Section 11. The restrictions on contracting debt do not apply to 
debt incurred through the issuance of revenue bonds by a public 
enterprise or public corporation of the State or a political subdivision; 
when the only security 1s the revenues of the enterprise or corporation. 
The restrictions do not apply to indebtedness to be paid from special 
assessments on the benefited property, nor do they apply to refunding 
indebtedness of the State or its political subdivisions. 


Budget 

Section 12. The governor shall submit to the legislature, at a time 
fixed by law, a budget for the next fiscal year setting forth all proposed 
expenditures and anticipated income of all departments, offices, and 
agencies of the State. The governor, at the same time, shall submit 
a general appropriation bill to authorize the proposed expenditures, 
and a bill or bills covering recommendations in the budget for new 
or additional revenues. 


Expenditures 

Section 13. No money shall be withdrawn from the treasury except 
in accordance with appropriations made by law. No obligation for 
the payment of money shall be incurred except as authorized by law. 
Unobligated appropriations outstanding at the end of the period of 
time specified ty law shall be void. 


Legislative post-audit 

Section 14. The legislature shall appoint an auditor to serve at its 
pleasure. He shall be a certified public accountant. The auditor 
shall conduct post-audits as prescribed by law and shall report to the 
legislature and to the governor. 


Articte X. Locat GovERNMENT 


Purpose and construction 
Section 1. The purpose of this article is to provide for maximum 
local self-government with a minimum of local government units, and 
to prevent duplication of tax-levying jurisdictions. A liberal con- 
struction shall be given to the powers of local government units. 


Local government powers 

Srecrion 2. All local government powers shall be vested in boroughs 
and cities. The State may delegate taxing powers to organized 
boroughs and cities only. 


Boroughs 
Section 3. The entire State shall be divided into boroughs, organ- 
ized or unorganized. They shall be established in a manner and 
according to standards provided by law. The standards shall include 
opulation, geography, economy, transportation, and other factors. 
Rach borough shall embrace an area and population with common 
interests to the maximum degree possible. ‘The legislature shall clas- 
sify boroughs and prescribe their powers and functions. Methods by 
which boroughs may be organized, incorporated, merged, consoll- 
dated, reclassified, or dissolved shall be prescribed by law. 
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Assembly 


Section 4. The governing body of the organized borough shall be 
the assembly, and its composition shall be established ‘by law or 
charter. Each city of the first class, and each city of any other class 
designated by law, shall be represented on the assembly by one or 
more members of its council. The other members of the assembl 
shall be elected from and by the qualified voters resident outside sich 
cities. 

Service areas 


Section 5. Service areas to provide special services within an 
organized borough may be established, altered, or abolished by the 
assembly, subject to the provisions of law or charter. A new service 
area shall not be established if, consistent with the purposes of. this 
article, the new service can be provided by an existing service area, 
by incorporation as a city, or by annexation to a city. The assembly 
may authorize the levying of taxes, charges, or assessments within 
a service area to finance the special services. 


Unorganized boroughs 


Section 6. The legislature shall provide for the performance of 
services it deems necessary or advisable in unorganized boroughs, 
allowing for maximum local participation and responsibility. It may 
exercise any power or function in an unorganized borough which the 
assembly may exercise in an organized borough. 

Cities 

Srction 7. Cities shall be incorporated in a manner prescribed by 
law, and shall be a part of the borough in which they are located. 
Cities shall have the powers and functions conferred by law or charter. 
They may be merged, consolidated, classified, reclassified, or dissolved 
in the manner provided by law. 

Council 

Srection 8. The governing body of a city shall be the council. 

Charters 


Srection 9. The qualified voters of any borough of the first class or 
city of the first class may adopt, amend, or repeal a home rule charter 
in a manner provided by law. In the absence of such legislation, the 
governing body of a borough or city of the first class shall provide the 
procedure for the preparation and adoption or rejection of the charter. 
All charters, or parts or amendments of charters, shall be submitted 
to the qualified voters of the borough or city, and shall become effec- 
tive if approved by a majority of those who vote on the specific 
question. 

Extended home rule 


Section 10. The legislature may extend home rule to other boroughs 
and cities. 


Home rule powers 


SECTION 11. A home rule borough or city may exercise all legislative 
powers not prohibited by law or by charter. 
Boundaries 


_ Section 12. A local boundary commission or board shall be estab- 
shed by law in the executive branch of the state government. The 
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commission or board may consider any proposed local government 
boundary change. It may present proposed changes to the legisla- 
ture during the first ten days of any elk session. The change shall 
become effective forty-five days after presentation or at the end of 
the session, whichever is earlier, unless disapproved by a resolution 
concurred in by a majority of the members of each house. The com- 
mission or board, subject to law, may establish procedures whereby 
boundaries may be adjusted by local action. 


Agreements; transfer of powers 

Section 13. Agreements, including those for cooperative or joint 
administration of any functions or powers, may be made by any cel 
government with any other local government, with the State, or with 
the United States, unless otherwise provided by law or charter. 
A city may transfer to the borough in which it is located any of its 
powers or functions unless prohibited by law or charter, and may in 
like manner revoke the transfer. 


Local government agency 

Section 14. An agency shall be setablished by law in the executive 
branch of the state government to advise and assist local governments, 
It shall review their activities, collect and publish local government 
information, and perform other duties prescribed by law. 


Special service districts 

Section 15. Special service districts existing at the time a borough 
is organized shall be integrated with the government of the borough 
as provided by law. 


Articte XI. Initiative, Rererenpum, AND RECALL 


Initiative and referendum 
Section 1. The people may propose and enact laws by the initia- 
tive, and approve or reject acts of the legislature by the referendum. 


Application 

Section 2. An initiative or referendum is proposed by an applica- 
tion containing the bill to be initiated or the act to be referred. The 
application shall be signed by not less than one hundred qualified 
voters as sponsors, and shall be filed with the secretary of state. 
If he finds it in proper form he shall so certify. Denial of certification 
shall be subject to judicial review. 


Petition 

Section 3. After certification of the application, a petition con- 
taining a summary of the subject matter shall be prepared by the 
secretary of state for circulation by the sponsors. If signed by quali- 
fied voters, equal in number to ten per cent of those who voted in 
the preceding general election and resident in at least two-thirds of 
the election districts of the State, it may be filed with the secretary 
of state. 


Initiative election 

Section 4. An initiative petition may be filed at any time. The 
secretary of state shall prepare a ballot title and proposition summa- 
rizing the proposed law, and shall place them on the ballot for the first 
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statewide election held more than one hundred twenty days after 
adjournment of the legislative session following the filing. If, before 
the election, substantially the same measure has been enacted, the 
petition is void. 
Referendum election 

Section 5. A referendum petition may be filed only within ninety 
days after adjournment of the legislative session at which the act was 
passed. The secretary of state shall prepare a ballot title and propo- 
sition summarizing the act and shall place them on the ballot for the 
first statewide election held more than one hundred eighty days after 
adjournment of that session. 


Enactment 


Section 6. If a majority of the votes cast on the proposition favor 
its adoption, the initiated measure is enacted. If a majority of the 
votes cast on the proposition favor the rejection of an act referred, it 
is rejected. The secretary of state shall certify the election returns. 
An initiated law becomes effective ninety days after certification, is 
not subject to veto, and may not be repealed by the legislature within 
two years of its effective date. It may be amended at any time. 
An act rejected by referendum is void thirty days after certification. 
Additional procedures for the initiative and referendum may be 
prescribed by law. 

Restrictions 


Section 7. The initiative shall not be used to dedicate revenues, 
make or repeal appropriations, create courts, define the jurisdiction of 
courts or prescribe their rules, or enact local or special legislation. 
The referendum shall not be applied to dedications of revenue, to 
appropriations, to local or special legislation, or to laws necessary for 
the immediate preservation of the public peace, health, or safety. 
Recall 


Suction 8. All elected public officials in the State, except judicial 
officers, are subject to rial by the voters of the State or political sub- 
division from which elected. Procedures and grounds for recall shall 
be prescribed by the legislature. 


Articte XII. Generat Provisions 


State boundaries 


Section 1. The State of Alaska shall consist of all the territory, 
together with the territorial waters appurtenant thereto, included in 
the Territory of Alaska upon the date of ratification of this constitu- 
tion by the people of Alaska. 

Intergovernmental relations 


SECTION 2. The State and its political subdivisions may cooperate 
with the United States and its territories, and with other states and 
their political subdivisions on matters of common interest. The 
respective legislative bodies may make appropriations for this purpose. 
Office of profit 

SECTION 3. Service in the armed forces of the United States or of 


the State is not an office or position of profit as the term is used in this 
constitution. 
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Disqualsficairon for disloyalty 

Section 4. No person who advocates, or who aids or belongs to 
any party or organization or association which advocates, the over- 
throw by force or violence of the government of the United States 
or of the State shall be qualified to hold any public office of trust 
or profit under this constitution. 
Oath of office 

Section 5. All public officers, before entering upon the duties of 
their offices, shall take and subscribe to the following oath or affirma- 
tion: “I do solemnly swear (or affirm) that I will support and defend 
the Constitution of the United States and the Constitution of the 
State of Alaska, and that I will faithfully discharge my duties as 

to the best of my ability.” The legislature may 

prescribe further oaths or affirmations. 
Merit system 

Section 6. The legislature shall establish a system under which 
the merit principle will govern the employment of persons by the 
State. 
Retirement systems 

Seczion 7. Membership in employee retirement systems of the 
State or its political subdivisions shall constitute a contractuai 
relationship. Accrued benefits of these systems shall not be dimin- 
ished or impaired. 
Residual power 

Section 8. The enumeration of specified powers in this constitu- 
tion shall not be construed as limiting the powers of the State. 
Provisions self-executing 

Section 9. The provisions of this constitution shall be construed to 
be self-executing whenever possible. 
Interpretation 


Section 10. Titles and subtitles shall not be used in construing 
this constitution. Personal pronouns used in this constitution shall 
be construed as including either sex. 


Law-making power 

Section 11. As used in this constitution, the terms “by law” 
and “‘by the legislature,”’ or variations of these terms, are used inter- 
changeably when related to law-making powers. Unless clearly 
inapplicable, the law-making powers assigned to the legislature may 
be exercised by the people through the initiative, subject to the 
limitations of Article XI. 


Disclaimer and agreement 

Sxction 12. The State of Alaska and its people forever disclaim 
all right and title in or to any property belonging to the United States, 
or subject to its disposition, and not granted or confirmed to the 
State or its political subdivisions, by or under the act admitting 
Alaska to the Union. The State and its people further disclaim all 
right or title in or to any property, including fishing rights, the right 
or title to which may be held by or for any Indian, Eskimo, or Aleut, 
or community thereof, as that right or title is defined in the act of 
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admission. ‘The State and its people agree that, unless otherwise 
provided by Congress, the property, as described in this section, shall 
remain subject to the absolute disposition of the United States. 
They further agree that no taxes will be imposed upon any such 
property, until otherwise provided by the Congress. This tax 
exemption shall not apply to property held by individuals in fee 
without restrictions on alienation. 


Consent to act of admission 


Szctron 13. All provisions of the act admitting Alaska to the 
Union which reserve rights or powers to the United States, as well 
as those prescribing the terms or conditions of the grants of lands 
or other property, are consented to fully by the State and its people. 


Articts XIII. AMENDMENT AND REVISION 


Amendments 


Sxction 1. Amendments to this constitution may be proposed by a 
two-thirds vote of each house of the legislature. The secretary of 
state shall prepare a ballot title and proposition summarizing each 
proposed amendment, and shall place them on the ballot for the next 
statewide election. If a majority of the votes cast on the proposition 
favor the amendment, it shall be adopted. Unless otherwise provided 
in the amendment, it becomes effective thirty days after the certifica- 
tion of the election returns by the secretary of state. 


Convention 


Section 2. The legislature may call constitutional conventions at 
any time. 


Call by referendum 


Section 3. If during any ten-year period a constitutional conven- 
tion has not been held, the secretary of state shall place on the ballot 
for the next general election the question: ‘Shall there be a Constitu- 
tional Convention?” If a majority of the votes cast on the question 
are in the negative, the question need not be placed on the ballot until 
the end of the next ten-year period. If a majority of the votes cast 
on the question are in the affirmative, delegates to the convention shall 
be chosen at the next regular statewide election, unless the legislature 
provides for the election of the delegates at a special election. The 
secretary of state shall issue the call for the convention. Unless other 
provisions have been made by law, the call shall conform as nearly as 
possible to the act calling the Alaska Constitutional Convention of 
1955, including, but not limited to, number of members, districts, 
election and certification of delegates, and submission and ratification 
of revisions and ordinances. ‘The appropriation provisions of the call 
shall be self-executing and shall constitute a first claim on the state 
treasury. 

Powers 


Sxction 4. Constitutional conventions shall have plenary power to 
amend or revise the constitution, subject only to ratification by the 
people. No call for a constitutional convention shall limit these 
powers of the convention. 
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ArticLe XIV. APPORTIONMENT SCHEDULE 


Election districts 
Section 1. Members of the house of representatives shall, until 
ee be elected from the election districts and in the 
numbers shown below: 
Number of Number of 
districts Name of District Representatives 
1 Prince of Wales 
2 Ketchikan 
3 Wrangell-Petersburg 
4 Sitka 
Juneau 
Lynn Canal-Icy Straits 
Cordova-McCarthy 
Valdez-Chitina-Whittier 
Palmer-Wasilla-Talkeetna 
Anchorage 
Seward 
Kenai-Cook Inlet 
Kodiak 
Aleutian Islands 
Bristol Bay 
J,ethel 
Kuskokwim 
Yukon-Koyukuk 


Fairbanks 


Upper Yukon 
Barrow 

Kobuk 

Nome 

Wade Hampton 
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Senate districts 


Suction 2. Members of the senate shall be elected from the senate 
districts and in the number shown below: 


Composed of WN —_ 
o 


Election 
Name of District Districts Senators 
A. Southeastern 1, 2, 3, 4, 5, 
an 2 
B. Ketchikan-Prince of Wales 1 and & 1 
C. Wrangell-Petersburg-Sitka 3 and 4 1 
D. Juneau-Yakutat 5 and 6 1 
E. Southcentral 7, 8, 9, 10, 11, 2 
12, 13, and 
14 
F. Cordova-Valdez 7 and 8 1 
G. Anchorage-Palmer 9 and 10 1 
H. Seward-Kenai 11 and 12 1 
I. Kodiak-Aleutians 13 and 14 1 
J. Central 15, 16, 17, 18, 2 
19, and 20 
K. Bristol Bay-Bethel 15 and 16 1 
L. Yukon-Kuskokwim 17 and 18 1 
M. Fairbanks-Fort Yukon 19 and 20 1 
N. Northwestern 21, 22, 23, 2 
and 24 
O. Barrow-Kobuk 21 and 22 1 
P. Nome-Wade Hampton 23 and 24 1 


Description of election districts 

Sxction 3. The election districts set forth in Section 1 shall include 
the following territory: 

1. Prince of Wales: All of Prince of Wales, Dall, Forrester, Suemez, 
Baker, Lulu, Noyes, Warren, Kosciusko and the Kashevarof Islands 
as well as adjacent off-shore islands, 

2. Ketchikan: That area of the mainland drained by streams flow- 
ing into Revillagigedo Channel, Behm Canal, Burroughs Bay, and east 
side of Clarence Strait from the southernmost point of the Alaska- 
British Columbia boundary line to and including Lemesurier Point; 
and those islands south of Ernest Sound and east of Clarence Strait, 
including Revillagigedo, Gravina, Annette, and Duke Islands, and 
other adjacent smaller islands. 

3. Wrangell-Petersburg: That area of the mainland north of Elec- 
tion District No. 2 and south of, and including, the area draining into 
Frederick Sound to Cape Fanshaw on the north, and partly bounded 
on the north by a line drawn between Cape Fanshaw and the north 
side of Pybus Bay; that area of Admiralty Island drained by streams 
flowing into Frederick Sound; that area of Baranof Island drained by 
streams flowing into Chatham Strait to but not including that area 
drained by streams flowing into Peril Strait; and including Kupreanof, 
ao Kuiu and Coronation Islands and other smaller adjacent 
islands. 

4. Sitka: Those parts of Admiralty, Chichagof, and Baranof 
Islands not included in Election Districts No. 3, 5, and 6; and Kruzof 
Island and other smaller adjacent islands. 
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5. Juneau: The mainland north of Election District No. 3 up to and 
including the area drained by streams flowing into Berners Bay on the 
north; and that area of Admiralty Island north of Election District 
No. 3 and drained by streams flowing into Stephens Passage, Seymour 
Canal, Lynn Canal, and their tributaries; and including Douglas, 
Shelter, and Benjamin Islands, and other small adjacent islands. 

6. Lynn Canal-Icy Straits: That part of the mainland, not in- 
cluded in Election District No. 5, drained by streams flowing into 
Lynn Canal, Glacier Bay, Icy Strait, Cross Sound, and their tribu- 
taries, and the Pacific Ocean, to and including the area drained into 
Icy Bay to the west; those parts of Admiralty and Chichagof Islands 
drained by streams flowing into Icy Strait, Cross Sound, and their 
tributaries; and Yakobi, Lemesurier, and Pleasant Islands, and other 
smaller adjacent islands. 

7. Cordova-McCarthy: That area draining into the Gulf of Alaska 
and Prince William Sound, from but not including that area draining 
into the south side of Icy Bay on the east, to Knowles Head on the 
west, including Hawkins, Hinchinbrook, Kayak, and Middleton 
Islands, and other smaller adjacent islands; and that area drained by 
the Copper River and its tributaries up to and not including the 
Tiekel River on the west, and up to and including the Chitina River 
on the east. 

8. Valdez-Chitina-Whittier: That area drained by all streams flow- 
ing into Price William Sound from Cape Junken on the west to 
Knowles Head on the east, including Montague, Latouche, and Knight 
Islands, and adjacent smaller islands; and all of tbe area drained by 
the Copper River and its tributaries above and including the Tiekel 
River on the west, and above but not including the Chitina River 
on the east. 

9. Palmer-Wasilla-Talkeetna: That area from and including Susitna 
on the south, drained by the Susitna River and its tributaries; and that 
area drained by the Little Susitna River from and including Flat Lake 
on the south; and that area draining into Knik Arm from and includin 
Fish Creek and its tributaries on the west side of Knik Arm, to an 
including the area draining into the Knik River from the north, and 
from the south to the highway bridge. 

10. Anchorage: That area around Turnagain Arm and east of 
Knik Arm drained by streams flowing into Turnagain Arm and Knik 
Arm, from and including Placer River on the south, to and including 
the Knik River highway bridge on the north; that area east of Knik 
Arm and north of Cook Inlet drained by Goose Creek and its tribu- 
taries on the east, and the Little Susitna River south of Flat Lake, and 
the Susitna River south of but not including Susitna; the area west 
of Cook Inlet drained by Ivan, Lewis, Theodore Rivers and their 
tributaries, to but not including Beluga River on the south. 

11. Seward: That part of Kenai Peninsula draining into the Gulf of 
Alaska from Gore Point on the west to Cape Junken on the east; and 
the area draining into Turnagain Arm from and including the drainage 
of Resurrection Creek on the west to but not including Placer River 
on the east, and to and including the confluence of the Kenai and 
Russian Rivers on the west. 

12. Kenai-Cook Inlet; That area of Kenai Peninsula drained by 
streams flowing into the Gulf of Alaska, Cook Inlet, and Turnagain 
Arm, from and including the area drained into Port Dick on the south 
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to Gore Point, to but not including Resurrection Creek on the north, 
and the area east of the confluence of the Kenai and Russian Rivers; 
and that area west of Cook Inlet drained by all streams flowing into 
Cook Inlet from Cape Douglas on the south, to and including the 
Beluga River; including Elizabeth Island and adjacent islands in Cook 
let. 

7 13. Kodiak: The part of the Alaska Peninsula drained by all streams 
flowing into the Pacific Ocean from Cape Douglas on the east to but 
not including Kujulik Bay on the west; and all adjacent off-shore 
islands, including the Semidi Islands, and Kodiak, Afognak, Trinity, 
Chirikof Islands, and other smaller islands in the immediate vicinity, 
such as the Barren Islands and the Chugach Islands. 

14. Aleutian Islands: The part of the Alaska Peninsula west of and 
including the drainage of Meshik River and Kujulik Bay; and all of 
the Aleutian and Pribilof Islands and adjacent off-shore islands west 
of and excluding the Semidi Islands and Sutwik Island. 

15. Bristol Bay: The area drained by all streams flowing into 
Bristol Bay from Cape Newenham on the west to but not scalhaiting 
the Meshik River on the south. 

16. Bethel: The area drained by all streams flowing into Baird 
Inlet, Etolin Strait, and Kuskokwim Bay; that area drained by the 
Kuskokwim River and its tributaries up to, and including, the area 
drained by the Tuluksak River on the east bank of the Cites 
River; and the area drained by tributaries up to the opposite point on 
the west bank of the Kuskokwim River; and including Nunivak Island 
and St. Matthew Island and adjacent islands. 

17. Kuskokwim: The area drained by the Kuskokwim River and 
its tributaries above and not including the area drained by the 
Tuluksak River on the east bank; and the area drained by tributaries 
above the opposite point on the west bank of the Kuskokwim River 
and the area drained by the Yukon River from Tuckers Slough, to 
but not including the area drained by the Khotol River. 

18. Yukon-Koyukuk: The area drained by all streams and their 
tributaries flowing into the Yukon River from and including Khotol 
River on the west to and including Hess Creek on the east; and that 
area drained by the Tanana River and its tributaries up to but not 
including Clear Creek, near Blair Lakes, on the east; and that part 
of Goldstream Creek up to but not including Nugget Creek and 
Spinach Creek; and that portion drained by the Chatanika River up 
to but not including Vault Creek. 

19. Fairbanks: That area drained by the Tanana River and its 
tributaries from and including Clear Creek, near Blair Lakes, on the 
west, to the Alaska-Canada boundary on the east; and also that area 
drained by Goldstream Creek and its tributaries up stream from, and 
including, Nugget Creek and Spinach Creek; and that portion drained 
by the Chatanika River and its tributaries up stream from, and 
including, Vault Creek. 

20. Upper Yukon: That area drained by the Yukon River and its 
tributaries from, but not including, Hess Creek on the west, to the 
Alaska-Canada boundary; and that area drained by streams flowing 
into the Arctic Ocean from, but not including, Kuparuk River on the 
west, to the Alaska boundary. 

21. Barrow: The area drained by all streams flowing into the Arctic 
Ocean from Cape Lisburne on the west, to and including the area 
drained by the Kuparuk River and its tributaries on the east. 
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22. Kobuk: The area drained by all streams flowing into the Arctie¢ 
Ocean and Kotzebue Sound, from Cape Lisburne on the north, to and 
including the area drained by the Goodhope River and its tributaries 
on the south. 

23. Nome: That part of the Seward Peninsula and adjacent areas 
drained by all streams flowing into the Kotzebue Sound, Bering Strait 
and Norton Sound, from, but not including, the area drained by the 
Goodhope River and its tributaries on the north, to but not including, 
the area drained by the Pastolik River on the south; and King, Little 
Diomede, St. Lawrence, Sledge, and Stuart Islands, as well as adja- 
cent offshore islands. 

24. Wade Hampton: The area drained by the lower Yukon River 
and its tributaries, from Tuckers Slough to the mouth at the Bering 
Sea; and the area drained by all streams flowing into the Bering Sea 
and Norton Sound, from and including Hazen Bay on the south, to 
and including the Pastolik River on the north. 


Articte XV. ScHEDULE or TRANSITIONAL MEASURES 


To provide an orderly transition from a territorial to a state form 
of government, it is declared and ordained: 


Continuance of laws 

Section 1. All laws in force in the Territory of Alaska on the 
effective date of this constitution and consistent therewith shall 
continue in force until they expire by their own limitation, are amend- 
ed, or repealed, 
Saving of existing rights and liabilities 

Secrion 2. Except as otherwise provided in this constitution, all 
rights, titles, actions, suits, contracts, and liabilities and all civil, 
criminal, or administrative proceedings shall continue unaffected by 
the change from territorial to state government, and the State shall 
be the legal successor to the Territory in these matters. 


Local government 


Section 3. Cities, school districts, health districts, public utility 
districts, and other local subdivisions of government existing on the 
effective date of this constitution shall continue to exercise their pow- 
ers and functions under existing law, pending enactment of legislation 
to carry out the provisions of this constitution. New local sub- 
divisions of government shall be created only in accordance with this 
constitution. 


Continuance of office 

Section 4. All officers of the Territory, or under its laws, on the 
effective date of this constitution shall continue to perform the 
duties of their offices in a manner consistent with this constitution 
until they are superseded by officers of the State. 


Corresponding qualifications 
Section 5. Residence, citizenship, or other qualifications under the 


Territory may be used toward the fulfillment of corresponding qualifi- 
cations required by this constitution. 
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Governor to proclaim election 


Sxction 6. When the people of the Territory ratify this constitu- 
tion and it is approved by the duly constituted authority of the United 
States, the governor of the Territory shall, within thirty days after 
receipt of the official notification of such approval, issue a proclama- 
tion and take necessary measures to hold primary and general elec- 
tions for all state elective offices provided for by this constitution. 


First State elections 


Section 7. The primary election shall take place not less than forty 
nor more than ninety days after the proclamation by the governor of 
the Territory. The general election shall take place not less than 
ninety days after the primary election, The elections shall be gov- 
erned by this constitution and by applicable territorial laws. 


United States senators and representative 


Section 8. The officers to be elected at the first general election 
shall include two senators and one representative to serve in the Con- 
zress of the United States, unless senators and a representative have 

een previously elected and seated. One senator shall be elected for 
the long term and one senator for the short term, each term to expire 
on the third day of January in an odd-numbered year to be determined 
by authority of the United States. The term of the representative 
shall expire on the third day of January in the odd-numbered year 
immediately following his assuming office. If the first representative 
is elected in an even-numbered year to take office in that year, a 
representative shall be elected at the same time to fill the full term 
commencing on the third day of January of the following year, and 
the same person may be elected for both terms, 


First governor and secretary of state: Terms 


Section 9. The first governor and secretary of state shall hold 
office for a term beginning with the day on which they assume office 
and ending at noon on the first Monday in December of the even- 
numbered year following the next presidential election. This term 
shall count as a full term for purposes of determining eligibility for 
reelection only if it is four years or more in duration, 


Election of first senators 


Section 10. At the first state general election, one senator shall be 
chosen for a two-year term from each of the following senate districts, 
described in Section 2 of Article XIV: A, B, D, E, G, I, J, L, N, and 
OQ. At the same election, one senator shall be chosen for a four-year 
term from each of the following senate districts, described in Section 2 


of Article XIV: A, C, E, F, H, J, K, M, N, and P. 
Terms of first State legislators 


Secrion 11. The first state legislators shall hold office for a term 
beginning with the day on which they assume office and ending at 
noon on the fourth Monday in January after the next general election, 
except that senators elected for four-year terms shall serve an addi- 
tional two years thereafter. If the first general election is held in an 
eeeucananen year, it shall be deemed to be the general election for 
that year. 
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Election returns 

Sxction 12. The returns of the first general election shall be made, 
canvassed, and certified in the manner prescribed by law. The 
governor of the Territory shall certify the results to the President of 
the United States. 
Assumption of office 

Section 13. When the President of the United States issues a 
peeunenen announcing the results of the election, and the State 

as been admitted into the Union, the officers elected and qualified 
shall assume office. 


First session of legislature 

Section 14. The governor shall call a special session of the first state 
legislature within thirty days after the presidential proclamation 
unless a regular session of the legislature falls within that period, 
The special session shall not be limited as to duration. 


First legislators: Office holding 

Section 15. The provisions of Section 5 of Article II shall not 
prohibit any member of the first state legislature from holding any 
office or position created during his first term. 
First judicial council 

Section 16. The first members of the judicial council shall, not- 
withstanding Section 8 of Article IV, be appointed for terms as fol- 
lows: three attorney members for one, three, and five years respec- 
tively, and three non-attorney members for two, four, and six years 
respectively. The six members so appointed shall, in accordance 
with Section 5 of Article IV, submit to the governor nominations to 
fill the initial vacancies on the superior court and the supreme court, 
including the office of chief justice. After the initial vacancies on 
the superior and supreme courts are filled, the chief justice shall 
assume his .eat on the judicial council. 


Transfer of court jurisdiction 

Section 17. Until the courts provided for in Article IV are organ- 
ized, the courts, their jurisdiction, and the judicial system shall 
remain as constituted on the date of admission unless otherwise 
provided by law. When the state courts are organized, new actions 
shall be commenced and filed therein, and all causes, other than those 
under the jurisdiction of the United States, pending in the courts 
existing on the date of admission, shall be transferred to the proper 
state court as though commenced, filed, or lodged in those courts 
in the first instance, except as otherwise provided by law. 


Territorial assets and liabilities 

Section 18. The debts and liabilities of the Territory of Alaska 
shall be assumed and paid by the State, and debts owed to the Terri- 
tory -hall be collected by the State. Assets and records of the Terri- 
tory shall become the property of the State. 


First reapportionment. 

Section 19. The first reapportionment of the house of representa- 
tives shall be made immediately following the official reporting of the 
1960 decennial census, or after the first regula: legislative session 
if the session occurs thereafter, notwithstanding the provision as 
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to time contained in Section 3 of Article VI. All other provisions of 
Article VI shall apply in the first reapportionment. 


State capital 
Section 20. The capital of the State of Alaska shall be at Juneau. 


Seal 
Srotton 21. The seal of the Territory, substituting the word 
“State” for “Territory,” shall be the seal of the State. 


Flag 

Srcrion 22. The flag of the Territory shall be the flag of the State. 
Special voting provision 

Srction 23. Citizens who legally voted in the general election of 
November 4, 1924, and who meet the residence requirements for 


voting, shall be entitled to vote notwithstanding the provisions of 
Section 1 of Article V. 


Ordinances 

Section 24, Ordinance No. 1 on ratification of the constitution, 
Ordinance No. 2 on the Alaska-Tennessee Plan, and Ordinance No. 3 
on the abolition of fish traps, adopted by the Alaska Constitutional 
Convention and appended to this constitution, shall be submitted to 
the voters and if ratified shall become effective as provided in each 
ordinance. 
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Section 25. This constitution shall take effect immediately upon 
the admission of Alaska into the Union as a state. 
Agreed upon by the delegates in Constitutional Convention assem- 


bled at the 


niversity of Alaska, this fifth day of February, in the 


ear of our Lord one thousand nine hundred and fifty-six, and of the 
ndependence of the United States the one hundred and eightieth. 


R. ROLLAND ARMSTRONG 
DOROTHY J. AWES 
FRANK BARR 

JOHN C. BOSWELL 
SEABORN J. BUCKALEW, JR. 
JOHN B. COGHILL 

E. B. COLLINS 

GEORGE D. COOPER 
JOHN M. CROSS 
EDWARD V. DAVIS 
JAMES P. DOOGAN 
TRUMAN C. EMBERG 
HELEN FISCHER 
VICTOR FISCHER 
DOUGLAS GRAY 
THOMAS C. HARRIS 
JOHN S. HELLENTHAL 
MILDRED R. HERMANN 
HERB HILSCHER 
JACK HINCKEL 

JAMES HURLEY 
MAURICE T. JOHNSON 
YULE F. KILCHER 
LEONARD H. KING 
WILLIAM W. KNIGHT 
W. W. LAWS 

ELDOR R. LEE 


Attest: 


Wm. A. Eg@an, 
President of the Convention, 


MAYNARD D. LONDBORG 
STEVE McCUTCHEON 
GEORGE M. McLAUGHLIN 
ROBERT J. McNEALY 
JOHN A. McNEES 

M. R. MARSTON 

IRWIN L. METCALF 
LESLIE NERLAND 
JAMES NOLAN 
KATHERINE D. NORDALE 
FRANK PERATROVICH 
CHRIS POULSEN 

PETER L. READER 
BURKE RILEY 

RALPH J. RIVERS 
VICTOR C. RIVERS 
JOHN H. ROSSWOG 

B. D. STEWART 

W. O. SMITH 

GEORGE SUNDBORG 
DORA M. SWEENEY 
WARREN A. TAYLOR 

H. R. VANDERLEEST 

M. J. WALSH =: 

BARRIE M. WHITE 

ADA B. WIEN 


Tuomas B. Stewart, 
Secretary of the Convention. 
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Apprenpix B 


List of Territorial government departments, boards, and govern- 
mental agencies.* 


Alaska Department of Agriculture 
Aid to Agricultural and Industrial Fairs 
Office of the Attorney General 
Office of the Auditor 

Department of Aviation 

Banking Board 

Board of Accountancy 

Board of Alaska Soil Conservation 
Board of Basic Sciences 

Board of Chiropractic Examiners 
Board of Cosmetology 

Board of Dental Examiners 

Board of Medical Examiners 
Board of Optometry 

Board of Pharmacy 

Board of Real Estate 

Nurses Examining Board 

Coal Miners Examining Board 
Department for Civil Defense 
Division of Alaska Communications 
Department of Education 

Primary and General Election Expenses 
Emergency Appropriation 
Employees Old Age Insurance 
Employment Security Commission 
Department of Finance 

Alaska Department of Fisheries 
Fisheries Experimental Commission 
Governor of Alaska (supplementing Federal appropriation) 
Alaska Department of Health 

Office of Highway Engineer 
Juvenile Homes 

Insurance Department 

Department of Labor 

Alaska Industrial Board 
Department of Public Lands 
Legislative Audit Committee 
Legislative Council 

Historical Library and Museum 
Department of Library Service 
Department of Mines 

Alaska National Guard 

Pioneers’ Home 


1Source: Statement of Ralph J. Rivers, Representative-elect, record of hearings on 
8. 49 and S. 85, 85th Cong., pp. 47 and 48. 
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Department of Territorial Police 

Control of Predatory Animals 

Resource Development Board 

Retired Employees Benefits 

Support of Schools 

Department of Taxation 

Territorial Buildings 

Transportation to Schools 

Treasurer of Alaska 

University of Alaska 

World War II Veterans Affairs 

Veterans Service Council 

Alaska Visitors Association 

Vocational Rehabilitation 

Department of Public Welfare 

Alaska Gas and Oil Conservation Commission 
Alaska Bar Association 

Construction of boat harbors, jetties, dikes, and breakwaters 
Alaska Land Registration 

Interim care of mentally ill 

Agricultural Pest and Disease Control Fund 
Alaska Safety Council 

Alaska Wing, Civil Air Patrol 

Loans to Cities of the Third Class 
Agricultural Revolving Fund 

Office of Fire Marshal 

Aid to Prospectors and Miners 

Alaska Rural Development Board 
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Aprenpix C 


The Library of Congress, Legislative Reference Service—Selected population data 
for the States, Alaska, and Hawaii: Statistics showing population at date of 


entry 
a atl al diene 


Population at Population at 
Date of Population preceding census succeeding census 
admission at date of 
admission ! 
Population Year Population 


pO ee Dec. 14, 1819 |... 
anseea. bcccibenes . Feb. 14, 1912 
PN AE ann camousbduaty June 15, 1836 
Giese... -..;---.------ Sept. 9, 1850 » nb edceee ae 
COI oo ocilininiettodnéuiits Aug. 1, 1876 \ de cn ibucniaPucide nid ¢ 15h ee alps sesatad ee shu 
Connecticut #_...-..---- ; om © Nee | oben iee 208, 870 1790 
Delaware 3 Dec. 7, 1787 “ 5 37, 000 1790 
si etna cull -------| Mar. 3, 1845 54, 477 1850 
Geni es..2. ca. 2550-25. -55_-] GG, See 55, 000 1790 
Jan. 3, 1890 ebbe shoagennd 
Tilinois..... - aekt ath Dec, 3, 1818 catisntete niall 
i Dec. 11, 1816 ; di. db cubomas ames ti eA 
Dee, 28, 1846 |--- 1846 5 102, 388 1850 192, 214 
—inireded a Jan. 29, 1861 102, 338 |... nulbasen ow Soe bs ee 
Kentucky. ------- sever} SURO 11708 fonasas 1790 73,677 | 1800 220, 955 
Louisiana. --.--..--- : Apr. 30,1812 |_-- 1810 76, 566 1820 153, 407 
Maine. ed ch thd aiiionnadto of Mar. 15, 1820 298, 335 |_- Ataisa iy odd ead 
Maryland °. mmohobbin Apr. 28, 1788 i a 41783 254, 000 1790 319, 728 
Massachusetts #. .........--...]| Feb. 6, 1788 |_-. 41780 307, 000 1790 378, 787 
Michigan.......------ ..| Jan. 26, 1837 200, 000 |......--- s he Peceel ‘ 
Minnesota... --.- “ “= May 11, 1858 }.-_-.--- 6 1857 
Mindssipni...........--...-- Dec. 10, 1817 150, 092 |.-- - bid 
Missouri saoan .--| Aug. 10,1821 |--- eel 1820 66, 586 1830 
Montana... ------ .----.--| Nov. 8, 1889 Ss 1880 39, 159 1890 
Nebraska -.- ike ote 4h Mar, 1, 1867 88, 530 oe . ‘te 
Nevada -------| Oct. 31, 1864 40, 000 mens ot : 
New Hampshire *__............| June 21, 1788 d 95, 755 1790 
New Jersey *... einieea .--| Dec. 18, 1787 |.---- s: 149, 434 1790 
New Mexico.-.....-..- ....| Jan, 6,1912 Subaphaclvend bs 
New York 3 July 26, 1788 786 238, 795 
North Carolina 3__- --| Nov. 21, 1789 }_--- maple 300, 000 1790 
North Dakota..............-..] Nov. 2, 1889 |.... j 3 36, 909 1890 
Ohio ; \ jttipodutnunsyel Eel. mae 60, 000 pa. 
Oklahoma. ..........-..-- ..| Nov. 16, 1907 1, 414, 177 wblde se uk Sas 
Oregon _ . .. ccc) Feb. 34 368) 1.:<-- an r 13, 294 1860 52, 465 
Pennsylvania 3___......._-- Dec. 12,1787 |... § 350, 000 1790 434, 373 
Rhode Island # Jak .-| May 29,1790 |... ; y | 52, 400 1790 68, 825 
South Carolina 4% May 23, 1789 Loo 7 160, 000 1790 249, 073 
South Dakota.......---- Nov. 2, 1889 |..- 98, 268 1890 348, 600 
Tennessee 5 June 1, 1796 7 tak os ae a sidan 
Texas Dec. 29, 1845 (2) 212, 592 
Te noe neiatern S elake Jan. 4, 1896 3 210, 779 ¢ 276, 749 
Vermont Mar. 4, 1791 
Virginia 3 PR Fe BD Rehm cen 
Washington Nov. 11, 1889 273, 000 
West Virginia June 19, 1863 376, 683 
Wisconsin. ........ -.......| May 29, 1848 
Wyoming ial bntineiie 10, 1890 


"150,092 | 1860 








1 182, 000 








! Population estimates given by States at dates of admission as given in the Senate Manual, pp. 570-573, 
and Dictionary of Congress. 

2 Not available. 

' One of the Thirteen Original States. Dates under admission are the dates of ratification of the United 
States Constitution. 

* Colonial estimate or census taken from U. S. Bureau of the Census—Century of Population Growth. 

+ Cole, Cyrenus, Iowa Through the Years, p. 190. 

* Special census of Minnesota, Sept. 21, 1857. 

1 Estimate. 


_ Sources: U. 8S. Department of Commerce, Bureau of the Census—Statistical Abstract of the United 
States, 1951. —_—-, ———-, Century of Population Growth, 1790-1900. Lanham, Charles, Dictionary of 
the United States Congress. Hartford, T. Belknap & Sons, 1869. U.S. Library of Congress, Legislative 
Reference Service. Manuscript—Population estimates for States at date of entry, Angeline Bogucki. 
February 21, 1950. 
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Aprrenpix D 


Jornt Resoturions Passep UNANIMOUSLY BY THE SENATE AND Hovusg 
OF THE LEGISLATURE OF THE TrerRRITORY OF ALASKA ON Marcu 11, 1957 


Whereas March 30 marks the 90th anniversary of the conclusion of 
the Treaty of Cession of Alaska from Russia to the United States of 
America; and 

Whereas article 3 of the Treaty of Cession admitted inhabitants 
of the ceded area to the enjoyment of all the right advantages, and 
immunities of citizens of the United States and thereby gave initial 
aud unique promise of Alaska’s attaining among those rights and 
advantages self-government in the American tradition; and 

Whereas many such right advantages and immunities have been 
denied the citizens of Alaska because of its Territorial status; and 

Whereas it has been adequately demonstrated during 90 years that 
Aijaskans firmly believe in and adhere to the principles of constitu- 
tional government; and 

Whereas the people of Alaska have manifested their belief in such 
principles by cian a constitution for the State of Alaska which 
contains the same safeguards and insures the same rights as the Con- 
stitution of the United States: Now, therefore, be it 

Resolwed by the Senate (and House) of the Territory of Alaska in 
23d session assembled, That March 30, 1957, and further, designated 
liberation day and that the people of Alaska on this date celebrate 
their liberation from Russian colonial bondage; and be it further 

Resolved, That the Congress of the United States be urged to grant 
statehood to Alaska by March 30, 1957; and, further, be it 

Resolved, That should Alaska’s quest for statehood be realized by 
March 30, 1957, that this day now known as “Seward Day,” also be 
designated “Statehood Day.” 





AppEenpDIx E 


STaTEMENT oF License AND Taxes ConLecTep BY THE DEPARTMENT 
oF TAXATION OF THE TERRITORY OF ALASKA FOR THE PERIOD J ANUARY 
1, 1956, ro Decemper 31, 1956 


Title 48, chapter 2, section 17, ACLA, 1949 states that the Tax 
Commissioner shall prepare and annually publish statistics with 
respect to the revenues lacived under the tax laws administered by 
him. In keeping with this statute the following is submitted for 
publication : 
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Revenues—Taxes  col- 
lected account classi- 
fication 


Amusement and gam- 
ing devices 


Automobile license reg: 


istrations - - - 


Business licenses. ------ 


Certificate of title-- 
Dog licenses 
Drivers’ licenses - 
Fisheries: 
Cold storage and 
fish processing 
(ch. 97) . .- 
Cold storage— 
freezer ships 


Fish trap licenses - - - 


Fishermen’s li- 
censes—resident- 
Fishermen’s licen- 
ses—nonresident- 
Gill nets_-- 
Raw fish tax 
Seines _ _- 
Sportfishing stamps 
Inheritance tax 
est 
Inheritance 
cipal 
Liquor—excise taxes- - 
Mines and mining 
Motor fuel oil z 
Motor fuel refund per r- 
Pr aaikebdeieen 
Net income tax. __....- 
Property tax 
Punchboard tax 
a imine 
Tobacco tax 


tax—prin- 


inter- | 


| 8, 628, 692. 27 


Total collec- 
tions 


$80, 387. 50 


762, 997. 10 
, 462, 144. 84 
89, 913. 00 

1, 496. 50 

46, 041. 50 


59, 508. 


22, 949. 
597, 700. 


74, 805. 


75, 400. 

9, 164. 

1, 604, 337. 
18, 340 

63, 081. 


00 
00 


00 
00 
14 
00 
88 
1, 673. 40 

38, 767. 
1, 502, 246 

50, 418. 
3, 585, 143. 


28 
96 
43 
47 


605. 50 


ap 
3, 405 
1, 770. 
441, 952 


36 
00 
. 73 


| 1, 127, 042. 56 


Per- 
cent of 
total 


$24, 187. 50 


86, 713. 30 
327, 259. 99 
11, 805. 00 


55, 773. 84 
19, 646. 46 
345, 100. 00 
50, 845. 00 


00 
00 
40 
00 


50, 395. 
4, 035. 
615, 826. 
13, 935. 
5, 075. 


602. 


672, 861. 


519. ! 
2, 861, 090. 

827. 6 

1, 410. 00 

113, 675. 03 

350, 608. 67 


2. 39 
. 02 


2.17 


101 


Allocation by judicial divisions 


$3, 462. 50 
6, 863. 95 
73, 134. 73 
391. 00 


75 


2, 182. 


2, 471. 97 
20, 289. ! 
26, 855. 

192, 365. 7 
7. 00 

498, 757. 11 
12. 00 
360. 00 
29, 292. 00 
10, 619. 60 


$36, 650. 00 


478, 659. 05 
723, 594. 94 
53, 811. 00 
1, 496. 50 
26, 944. 75 


3, 616. 92 


3, 303. 40 
252, 600. 00 


23, 830. 00 


25, 005. 00 
5, 129. 00 
977, 973. 02 
4, 405. 00 
43, 283. 43 


501. 82 


13, 442. 09 
789, 679. 03 

6, 792. 74 

2, 022, 929. 17 


58. 00 
3, 879, 766. 22 


237, 438. 25 
515, 055. 59 


$16, 087. 50 


190, 760. 80 
338, 155. 20 
23, 906. 00 


Prepaid taxes—suspense 
account .... 


Miscellaneous fees- - .--- 


i wcsicdaucben | 


00 


65 


. 91 
90 


—800. 91 
18. 75 


4, 062 
79. 


4, 862. 
60. 








20, 354, 126. | 100.00 | 5, 953, 011. 73 877, 409. 81 


' 


10, 126, 710.47 | 3, 396, 994. 66 


67 











TERRITORY OF 


ALASKA, FIRST JUDICIAL DIVISION 


I, K. F. Dewey, Tax Commissioner, Department of Taxation of 
the Territory of Alaska, do hereby affirm that the above statement is 
correct and true to the best of my knowledge and belief. 


K. F. Dewey, 7 ax Commissioner. 


Appenpix F 


United States fag water carriers in Alaskan waters’ 


Ports in Alaska 





Islands and 
western— Kodiak 
to Nome 


Southwestern—An- 
chorage (summer), 
Seward, Whittier, 
Valdez 


Southeastern— 
Ketchikan, 
Juneau, Skag- 
way, etc. 


Company Southern termini 


Seattle 


Long Beach, San 
Francisco, Portland, 
Seattle. 

Tacoma, Seattle 


Alaska Steamship-. 
Coastwise Line 


1 or 2 per week Varying inter- 
als. 


Every 10 days 


Alaska Freight 
Lines, barge. 

ABC Transporta- 
tion, barge. 


2 per week 


Prince Ru Ketchikan 


British Columbia. 


‘Source: Department of Commerce, 





































Calendar No. 1197 


ghta CONGRESS ; SENATE | Repr. 1163 


Ist Session Part 2 
a a a a 


PROVIDING FOR THE ADMISSION OF THE STATE OF 
ALASKA INTO THE UNION 


Aveust 30, 1957.—Ordered to be printed under authority of the order of the 
Senate of August 29, 1957 


Mr. Matong, from the Committee on Interior and Insular Affairs, 
submitted the following 


MINORITY VIEWS 


[To accompany §. 49] 






The Committee on Interior and Insular Affairs has reported S. 50 
favorably to the Senate, and is expected to report S. 49 the same. 
I voted in committee against these bills to provide statehood for 
Hawaii and Alaska, and submit herewith for consideration by the 
Senate the reasons for my opposition. 

Since first elected to the United States Senate, I have consistently 
voted against Hawaiian and Alaskan statehood mainly because this 
Nation has never granted statehood to any noncontiguous territory; 
and it is not conceivable to me that at this time we could ever have 
a homogeneous people through the acceptance of offshore areas widely 
= from the mainland, where perhaps not over 1 percent of the 
inhabitants would ever visit the mainland. In these noncontiguous 
areas, a great bulk of the people have no direct knowledge of life and 
conditions in the United States, and because of this their ways of life 
are different from ours. Consequently, they are much more vulnerable 
to infiltration by the exponents of ideologies and theories which 
are contrary and dangerous to the American philosophy of life and 
government. 

In Hawaii, the Communist-infiltrated International Longshore- 
men’s and Warehousemen’s Union is all-powerful. The political life 
of the islands is controlled and dominated by this union and through 
Hawaiian statehood, Moscow, in effect, could achieve representation 
in the United States Senate. 

The acceptance of a noncontiguous territory like Hawaii or Alaska— 
and they would all be clamoring for admission if we granted the privi- 
lege to one—would result in a disruption of the balance of power in 
our legislative form of government, It is entirely within the realm 
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of possibility that a group of Senators, representing a way of life 
not in accord with ours, could easily control a balance of power jn 
the United States Senate. Hawaii has one three-thousandths of the 
— of the United States, and if admitted to the Union would 
be given one forty-ninth of the total vote and power in the Senate, 
If Alaskan statehood which is also before the Senate is approved 
both the Territories would be given one twenty-fifth of the total vote 
and power in the Senate. 

In denying statehood to these noncontiguous Territories, I do not 
propose that we keep them as subject colonies. In 1953 I introduced 
a self-government bill for Hawaii and a similar bill for Alaska was 
introduced by the late Senator Hugh Butler of Nebraska. I haye 
introduced in this Congress 5. 35 and S. 36 to provide for the election 
of a governor and for the adoption of a constitution, approved by 
the Congress of the United States and by the people of the Territory 
involved, for both Hawaii and Alaska. The bills also provide for the 
appointment of the justices of the supreme court of the Territories 
by the governor and with the consent and advice of the senate of the 
Territories in each case. 

Senate bill 36 provides that the people of the Territory of Hawaii 
may organize a government pursuant to a constitution of their own 
adoption and specifically states that such a constitution shall provide 
a republican representative form of government and shall include a 
bill of rights subject to the approval of the Congress of the United 
States. 

I believe that is the proper step in government for all Territories 
of the United States which are of sufficient size and importance to 
merit such self-government. 

The commonwealth status that my bill provides does not impose 
second-class citizenship upon the residents of Hawaii. Quite the 
contrary; they would be almost completely independent. They 
would govern themselves and they would have from $135 million to 
$140 million a year that now goes into Federal taxes, to improve an 
economic system which has been operating in the red for some time, 
As a self-governing state freely associated with the United States, 
using the same postal system and with the courts of law associated 
with our Federal courts, as our State courts are at the present, Hawaii 
could develop to the full extent of its capabilities through the founda- 
tion of new industries to utilize its reservoir of skilled labor and the 
same situation may be made applicable to Alaska. 

I was 1 of 5 Senators who visited Puerto Rico in 1947. The ques- 
tion of statehood for that area was just as hot then as the Hawaiian 
and Alaskan question isnow. At that time we recommended against 
statehood and suggested complete autonomy, subject, of course, to 
the provisions of the United States Constitution. This was done 
and in 1952 Congress approved the Puerto Rican constitution. 

Today, after 7 years of self-government, Puerto Rico has raised 
itself from a situation once described by our committee as unsolvable 
because it was ridden with disease, slums and poverty, to a standard 
of living reported to be the highest in the Caribbean. Puerto Rico 
has not forgotten statehood by any means, though its government i 
working very well and the people are not complaining. 

If we admit Hawaii and Alaska to the Union, we will be establishing 
a precedent that will be used by other noncontiguous and island areas 
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as support for their statehood arguments. I should like to emphasize 
strongly that our own independence of thought and action is involved. 
Our own independence to determine the course which the United 
States wishes to pursue in national and international policy is indelibly 
linked to what we do with the Hawaiian and Alaskan statehood bills. 

It has been argued that the way to stop wars is for the United 
States to take in many outside areas, foreign nations or states, and 
that by taking them into a “United States of the World” and giving 
them representation on the Senate floor we would stop the incentive 
for wars. Many international organizations, believing as they do 
that the sovereignty of this Nation should be sacrificed to a world 
organization, are sincere in their advocacy of even European nations 
being admitted as States. 

Once we had relinquished the rule that we shall not take into the 
Union any territories outside the North American Continent, what 
reason could we give, once a precedent was established in Hawaii 
and Alaska for not granting similar statehood to the Philippines, 
Okinawa, Samoa, Guam, and many others? The French people 
started the practice of admitting their colonial areas’ representatives 
to their Assembly many years ago. The resulting instability of that 
body should make other countries wary of the practice. 

We are dealing with a much wider question with broader implica- 
tions than those who support these bills would have the Senate believe. 
I am firmly convinced that once we break the precedent on noncon- 
tiguous areas, there is no stopping place. We must remember that 
granting statehood to Hawaii is an irrevocable act and once it is 
done it cannot be undone. 


Congress must proceed with the utmost caution and with the fullest 
deliberation of these issues which affect such a radical change in the 
structure of our Government and our external relations. 


GrorGE W. MALONE, 


O 
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PROVIDING FOR THE ADMISSION OF THE STATE OF 
HAWAII INTO THE UNION 


Avucust 29, 1957.—Ordered to be printed 


Mr. Jackson of Washington, from the Committee on Interior and 
Insular Affairs, submitted the following 


REPORT 


[To accompany 8. 50] 


The Committee on Interior and Insular Affairs, to whom was 
referred the bill to provide for the admission of the State of Hawaii 
into the Union, having considered the same, report favorably thereon 
with amendments and recommend that the bill as amended do pass. 

The committee held public hearings on the bill during this session, 
followed by an executive conference to perfect the bill. 


Purpose OF THE BILL 


The primary purpose of this bill is to admit Hawaii into the Union 
without further congressional action as a full and equal sovereign 
State. 

On November 7, 1950, the people of Hawaii adopted a constitution 
for their proposed new State by a majority of almost 3 to 1. A copy 
of that constitution is included in this report as appendix A. They 
have also taken the other necessary steps to prepare themselves for 
State government and have clearly demonstrated their desire for 
statehood now. ‘The bill provides for confirmation of the constitu- 
tion and admission of the State on completion of a State election and 
certain ministerial acts which are necessary to the transition. 


Mayor Provisions or THE Bitt AND How Tuey APPLY TO THE 
Facts in Hawa 


Description of the boundaries.—The bill describes the boundaries of 
the proposed new State as all of the islands and Territorial waters of 


86006 
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the Territory of Hawaii, except the island of Palmyra. Palmyyg 
Island is a small island 1,104 miles from Honolulu and is owned by 
one family. The committee does not believe that it is an appropriate 
part of the State unit, even though it has, for census purposes, been 
included within Honolulu County. Palmyra Island is, however, jp. 
cluded within the Hawaii Federal Judicial District. 

The bill specifically excludes certain islands which are not ¢op. 
sidered to be part of the Territory. 

Hawaiian Homes Commission.—In 1920 the Congress enacted the 
Hawaiian Homes Commission Act. By the terms of the act certain 
extensive lands were set aside out of the public domain to be used for 
the benefit and welfare of native Hawaiians. The act also established 
several funds for particular uses which funds are supported by reye. 
nues from the lands set aside. The administration of the act was 
vested in a commission. 

Section 4 is a compact between the United States and the people and 
State of Hawaii by the terms of which the Hawaiian Homes Commis. 
sion Act becomes State law. It is assured by the compact that the 
State will maintain the basic aims and purposes of the act in effect 
unless the United States consents to changes. However, the State 
‘an make changes in administrative and certain other details of the 
act without consent. The effect of the provision will be to allow the 
State to assume responsibility for the welfare of native Hawaiians in 
accordance with the Hawaiian Homes Commission Act and to make 
such changes as are necessary to best implement the purposes of the 
act under changing circumstances. 

Land grants.—When Hawaii was annexed in 1898 the crown lands 
of the former monarchy and the government lands became Federal 
lands. Through the years some of these lands have been set aside for 
special purposes and others have been exchanged for different lands, 
until there remains in unreserved Federal ownership approximately 1.4 
million acres of the ceded lands. For the most part these lands are 
mountainous and of minimal value. The Territory has administered 
the public lands, except Federal reservations, for the United States 
since annexation and has collected the revenues and spent them for 
public purposes. 

Section 5 of the bill grants the remaining ceded lands to the new 
State as a public trust, saving to the United States title to all lands or 
interests in land set aside for Federal use. The use of and benefits 
from the granted lands will remain the same, under the same manage 
ment, but title in trust will vest in the new State. 

Representation in the Congress—According to the latest official 
estimates, the population of the Territory numbers about 536,000. 
In keeping with the current basis of apportionment in the House of 
Representatives, the bill (sec. 8) provides for two Representatives 
from Hawaii. They will cause a temporary increase in the overall 
membership, as fixed by law, until the next apportionment, but the 
bill does not change the basis for apportionment or the permanent 
overall membership. 

The judicial system.—Hawaii presently has a Federal district court 
deriving its powers from the Judicial Code. The Federal court handles 
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matters common to United States district courts in the States. There 
is also a system of ‘Territorial courts which functions like a State 
court system. ‘The bill converts the existing Federal court into a 
regular United States district court with powers derived from article 
Ill, section 1, of the Constitution of the United States. Since the 
succeeding courts are parallel in function to the existing courts, there 
is no problem of dividing up the matters now handled by any one 
court. he 

Maritime matters (sec. 18).—Hawaii is on many trade routes to and 
from the Orient. Therefore, it has been a common port of call for 
American vessels in foreign trade. Such vessels are often granted 
certain Federal subsidies to better enable the American. merchant 
marine to compete with foreign fleets. One of the conditions to 
grants of subsidies is that such vessels will not engage in domestic 
trade in competition with the nonsubsidized coastwise and _ inter- 
coastal carriers. The protected routes granted to nonsubsidized 
vessels include trade between the continental United States and any 
American possession or Territory. ‘The Merchant Marine Act, 1936, 
made an exception to this protective rule by allowing subsidized ves- 
sels to call at Hawaii while on a voyage in foreign trade, making an 
adjustment in subsidies to prevent improper competition. This type 
of shipping is an integral part of the important Hawaiian shipping 
industry. To change it would cause serious and unnecessary con- 
fusion. 

The bill retains the right of such subsidized vessels to continue call- 
ing at Hawaii after statehood on the same conditions as now exist. 

Section 18 of the bill also retains regulatory jurisdiction of water 
commerce between Hawaii and the mainiand in the Federal Maritime 
Board. Without a special provision retaining jurisdiction, such juris- 
diction would automatically fall to the Interstate Commerce Com- 
mission. The committee does not feel that the statehood bill is the 
place to confuse shipping procedures, authorities, and regulations. 


HisToRICAL AND GENERAL BACKGROUND 


In 1820 New England Christian missionaries converted the people 
of Hawaii to Christianity. From that time forward the ties of trade 
and friendship between the United States and Hawaii grew progres- 
sively stronger. In 1840 the pore of Hawaii adopted their first 


constitution, modeled along the lines of the Constitution of the 
United States. As early as 1854 the Hawaiian people urged their 
King to procure annexation of the islands to the United States. A 
treaty was drafted at the request of President Pierce in that same 
year, including in its terms the assumption that the constitutional 
monarchy would become a State after the example of California and 
Texas. That treaty was never executed. 

A revolution later established a republic in Hawaii and annexation 
was again urged, but the treaty then pending in the United States 
Senate was withdrawn by President Cleveland upon his inauguration, 
In 1898 the Congress enacted Joint Resolution 55, 55th Congress 
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(appendix B) by the terms of which the Hawaiian Islands wer, 
annexed “as a part of the territory of the United States.” 

Less than 2 years after annexation the Congress enacted the organic 
legislation for Hawaii (31 Stat. 141; 48 U.S. C., sec. 493) by which 
American citizenship was granted and the Constitution declared to 
“have the same force and effect within the said Territory as elsewhere 
within the United States.’”” Upon enactment of the organic act 
Hawaii became an incorporated Territory of the United States. It 
is notable that when the organic act was being debated in the House 
of Representatives an amendment was proposed to add a section 
reading: 


Nothing in this Act shall be construed, taken, or held to 
imply a pledge or promise that the Territory will at any 
future time be admitted as a State * * *. 


The amendment was defeated. 


The Territory consists of eight major islands and many smaller 
ones in the Hawaiian Archipelago. The islands lie about 2,400 miles 
southwest of California—closer than New York to San Francisco— 
at the same latitute as Cuba and the same longitude as the western 
mainland of Alaska. 

The area of the islands is 6,420 square miles or 4,118,400 acres, 
thus being slightly larger than the combined area of Connecticut and 
Rhode Island. 

The clirnate is warm throughout the year. High temperatures are 
prohibited by trade winds. 

The population increased 14.9 percent between 1930 and 1940, and 
18.1 percent from 1940 to 1950. There has been a further increase of 
7.2 percent or 36,000 people since 1950. The present population is 
536,000 according to the latest official estimate. 

The population is 84-percent native-born American citizens includ- 
ing many races and national origins. As of 1950 the major groups 
contributed to the total population as follows: 23 percent white, 36.9 
percent Japanese, 17.2 percent Hawaiian, and the remainder Filipino, 
Chinese, Korean, Puerto Rican, and others. In the past 50 years 
the proportion of residents of Japanese ancestry has decreased slightly 
while the proportion of caucasians has increased slightly. A complete 
analysis of the ancestry of Americans in Hawaii is included as appendix 
C to this report. 

The most important Hawaiian agricultural crop is sugar, followed 
by pineapple. These two crops alone add $267 million per year to 
the value of Hawaiian exports to the mainland. Fisheries produce 
about 20 million pounds of fish per year, valued at about $3,750,000. 
Minerals have not in the past received much attention in the islands, 
but a recent scientific report stated that the island of Hawaii alone 
contains a reserve of 600 million tons of rich bauxite, enough to supply 
the United States with aluminum for 100 years. ‘Titanium is also 
receiving attention at the present time. Timber resources are yet to 
be tapped except for hardwoods which are already being used for 
furniture and cabinetmaking. 
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The climate and natural beauty of Hawaii are perhaps its greatest 
assets. Besides making possible a year-around agricultural industry, 
the sunshine and natural endowments create one of the world’s 
finest vacetionlands. Last year 133,000 tourists visited the islands 
and spent almost $66 million, a record for the tourist industry. 

Manufacturing increased 830 percent between 1940 and 1955. 
Last year 514 Hawaiian manufacturers, employing 22,411 people, 
were engaged in almost every type of manufacturing known on the 
mainland. 

The dynamic Hawaiian economy, which compares favorably with 
that of any State in the Union, kept the islands’ labor force of 210,000 
people almost 96 percent employed in 1956. 


REASONS FOR STATEHOOD 


The committee is convinced that the grant of statehood will be in 
the best interest of the people of the entire Nation as well as the 
half-million Americans who now reside in the Territory that has been 
an incorporated part of the United States for 57 years. 

In considering the benefits to the Nation of the grant of statehood 
to any particular territory, it has never been possible at the time of 
admission to prove in precise mathematical terms the exact extent 
to which the residents of the older States would be benefited. The 
specific advantages accruing to the Federal Government from the 
admission of any one of the 35 States admitted since the formation 
of the Union could not have been set forth in concrete terms to 
the Congress considering admission. 

Yet our dramatic history, and the greatness of our Nation today, 
proves conclusively that acceptance of new States has benefited the 
older areas as much as it has the citizens of the new State. Ever 
since enactment of the Northwest Ordinance of 1787, our people have 
recognized that our Nation cannot grow strong and prosperous except 
on a basis of full political equality for every incorporated area the 
people of which are willing and able to share the burdens of statehood. 

The citizens of Hawaii stand in precisely the same legal and political 
status today as did the residents of the Northwest Territory when 
they were admitted to full citizenship in that, first, they are residents of 
an incorporated Territory, one to which the Constitution was extended 
by the 55th Congress more than a half century ago, thus incorporating 
itinto the Union; second, the population of the Territory is sufficiently 
large and its resources sufficiently developed, beyond question, to 
support statehood; and third, its people are thoroughly imbued with 
American traditions and ideals, and earnestly desire statehood. 

A major difference, however, is that Hawaii today has a larger popu- 
lation than do 4 of our States (Vermont, Delaware, Wyoming, and 
Nevada), and that with approximately 500,000 people, its population 
is larger than that of any State at the time it entered the Union except 
Oklahoma. Also, Hawaii is the richest Territory in the point of 
economic development ever to enter the Union—in the fiscal year 
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1956, Hawaii paid more than $140 million in Federal taxes, a sum 
greater than that paid by many of the present States. 

The admission of Hawaii would also constitute a singular achieve. 
ment in diplomacy. What could be a better argument than this to the 
critical Far Eastern area that the United States is still the land of 
promise for people of all backgrounds? The Hawaiian Americans of 
Japanese and other oriental backgrounds will be the living example 
that we live by principles of freedom and self-determination for all 
people. These thoroughly American people of oriental background 
can be a catalyst of untold value in accomplishing understanding 
where understanding is most needed. 

The American people believe that statehood is in the best interest 
of the Nation. Public polls taken over the last 10 years indicate that 
during that period the public has favored statehood by a majority of 
3 to 1 or more. The latest reported poll indicates that the present 
favorable majority is more than 4% to 1. 

The platforms of both major political parties call for immediate 
statehood as they have for some years past, and President Dwight D, 
Eisenhower has strongly urged it throughout his administration as 
did former President Harry S. Truman. 

Admission of Hawaii to statehood would give it full and equal 
participation in the American system of government. It would 
accord the half-million American citizens who are also citizens of 
Hawaii the following specific rights which they do not have under the 
present Territorial system of government by the Congress in Wash- 
ington: 

1. The right to full voting representation in both the United 
States Senate and House of Representatives; 

2. The right to vote for the President and Vice President of the 
United States; 

3. The right to choose their own Governor and to carry on fune- 
tions of government by their own elected officials instead of 
Federal administrators; 

4. The right to determine the extent of the powers to be exer- 
cised by their own legislature; 

5. The right to have justice administered by judges selected 
under local authority rather than by Federal appointees; 

6. The right to freedom from overlapping of Federal and local 
authority; 

7. The right to an equal share on a per capita basis in Federal 
grants for education, health, highways, and other public im- 
provements; and 

8. The right to a voice in any proposed amendment of the 
Federal Constitution, as well as on the taxes which the people 
of the Territory must pay. 

Any concept of permanent inferiority for the residents of any 
American Territory who have qualified for statehood by every his- 
toric and economic standard, and the vast majority of whom fervently 
desire it, is foreign to the American ideal. On the basis of principles 
established 170 years ago, our people heretofore always have recog- 
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nized the right of an incorporated Territory to receive statehood so 
soon as it demonstrates conclusively that it can meet the require- 
ments for statehood. Hawaii, with its large, thoroughly American 
population, its economic development, the splendid war record of its 
people in fighting and dying for American ideals in both Europe and 
Asia, and the desire of its people for statehood, fits perfectly into the 
historic pattern under which our Nation has grown great. 


READINESS FOR STATEHOOD 


The Constitution of the United States sets no specific requirements 
for statehood, but throughout our history the standards required for 
admission have been— 

(1) That the inhabitants of the proposed new State are imbued 
with and sympathetic toward the principles of democracy as ex- 
emplified in the American form of government; 

(2) That a majority of the electorate desire statehood; and 

(3) That the proposed new State has sufficient population and 
resources to support State government and to provide its share 
of the cost of the Federal Government. 

The committee is convinced that Hawaii has met each of these re- 
quirements, and is in all ways prepared for statehood. 

As to the first requirement, Hawaiians have been trained and steeped 
in American traditions and principles since the missionaries landed in 
the islands in 1820. The constitution adopted in 1840 was modeled 
after the Constitution of the United States. The people of Hawaii 
were the prime movers in the early attempts to bring about annexation. 
This historic direction toward American principles of democracy has 
continued up to today. 

The constitution which was adopted by the people of Hawaii by a 
3-to-1 majority is an admirable, thoroughly American document. The 
Territory has wisely and successfully operated a complete Territorial 
government, in conformity with the Constitution of the United States, 
for over half a century. 

The loyalty and patriotism of the people of Hawaii has been proved 
beyond any reasonable doubt. Before World War II, doubt was 
voiced in some quarters whether the inhabitants of Japanese ancestry 
would be loyal to the United States. The answer was dramatically 
recorded for everyone to see. During World War II American citizens 
of Japanese ancestry (Nisei) in Hawaii formed the all-Nisei 100th 
Infantry Battalion. Later, the 100th was integrated into the 442d 
Regimental Combat Team, an all-Nisei outfit composed of volunteers 
from Hawaii and the mainland of the United States. In connection 
with this volunteer combat team, the Army called for only 1,500 
volunteers from Hawaii. In less than 3 days, more than 10,000 
responded; in a week, more than 15,000 had volunteered. The Army 
decided to accept 2,500. 

Between them, the 442d and the 100th made history without 
parallel in American military annals. According to the record, they 
were awarded more medals and combat decorations for their size and 
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length of service in the line than any other United States infantry unit 
in World War II or any previous war. 

Fighting in Italy and France, the 100th and 442d became famed as 
the Purple Heart esihen’. They were in 7 major campaigns, suffer. 
ing 9,486 casualties, or 314 percent of their original strength. 

"The unit received 18,143 individual decorations and medals and 7 
Presidential distinguished unit citations. 

The so-called Nisei served with equal distinction with combat 
intelligence troops in the Pacific war against their ancestral homeland. 
After the war thousands of Nisei were called upon to serve in the army 
of occupation in Japan, contributing in great measure to the success of 
the occupation and the promotion of democratic principles and general 
good will toward the United States. 

Alien Japanese in Hawaii during World War II taught languages 
to American servicemen and translated captured enemy documents, 
They also worked with the Office of Strategic Services and drew ma 
by which Japan was bombed. And despite rampant rumors to the 
contrary, not a single case of espionage or sabotage was committed 
by a resident alien or citizen of Japanese origin before, during, or after 
the attack on Pearl Harbor. 

Since World War II it has been suggested by some that a different 
loyalty question has arisen concerning Communists in Hawaii. That 
suggestion will be discussed in the next section of this report. 

The committee is convinced that the people of Hawaii are as sin- 
cerely imbued with and sympathetic toward American principles as 
the people of any area under the flag. 

The committee is likewise convinced that the people of Hawaii 
desire immediate statehood. In a 1940 plebiscite, the people voted 
2 to 1 for statehood. In 1950, the people voted in favor of the con- 
stitution for the new State by more than a 3-to-1 majority. 

There can be no doubt about the ability of the people of Hawaii to 
support a State government and contribute their share toward the 
costs of the Federal Government. The Territory now pays all buta 
fraction of 1 percent of the total cost of Territorial government. The 
budget for Territorial and county government amounts to some $100 
million annually, all collected from local people by local taxes. 

The gross Territorial product of Hawaii for 1956 is about $1% billion, 
which is twice as large as that of any other State at the time of its 
admission. In 1956 wages and salaries amounted to about $770 
million, retail trade $580 million, dividends $42.7 million. Hawaii 
had 25,000 more visitors in 1956 than in 1955 and they spent $9 million 
more than in 1955. Diversified agriculture—other than sugar and 
pineapple—increased over 1955 to $41.3 million total dollar volume, 
and Hawaii’s 28 sugar plantations produced the second largest tonnage 
of raw sugar in their history. The volume in the construction industry 
was @ peacetime high. ; 

The Territorial tax collections totaled $89.5 million in 1956 in addi- 
tion to $140 million paid by Hawaiians in Federal taxes. The per 
capita tax burden was $176.54 for fiscal 1956. This figure is $12.17 
higher than the national average and higher than in 33 States. 
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As has been shown before, the 48 States could take in no more 
responsible partner than Hawaii. ot 

Since 1903 the Territorial legislature has petitioned nearly every 
Congress to admit Hawaii as a State. Since 1919 every Hawaiian 
Delegate to Congress has introduced a statehood bill. Since 1935 
Congress has actively investigated the Territory to determine whether 
its apprenticeship has been completed. Eight hundred witnesses have 
been heard on the subject. Out of 17 hearings in the past 20 years, 
all but 1 have concluded with a favorable report. The record is most 
complete, and the committee is convinced that Hawaii is in all ways 
ready for statehood. 


ARGUMENTS AGAINST STATEHOOD 


At the hearings held this session no witness testified in opposition 
to statehood. In the past the arguments against statehood have 
fallen into the following general pattern: 

(1) That Communists, through control of the International 
Longshoremen’s and Warehousemen’s Union (ILWU), have a 
stranglehold on the economy of the Hawaiian Islands, and that 
they have such political power that communism is a threat to 
the political stability of the Territory; officials would continue 
to be subject to Communist pressure under statehood; 

(2) That the so-called caucasians are outnumbered by other 

oups; 

(3) That the Territory is noncontinguous and hence outside 
the pattern of the present Union of States; 

(4) That two Senators from Hawaii would give the new State 
representation in Congress disproportionate to its population in 
comparison with other States. 

Communist control—The United States Department of Justice, 
which is charged with responsibility over investigation, prosecution, 
and control of Communist subversion favors enactment of the bill, 
The present position of the Department is unchanged from previous 
years. In 1954 the Attorney General of the United States wrote to 
the committee as follows: 


The fact that it has been necessary to prosecute the leaders 
of the Communist conspiracy in Hawaii is, in my opinion, no 
more of an indication of the strength of the party in that area 
than the convictions of the Communist leaders in New York, 
Pittsburgh, Seattle, and Los Angeles are indications of party 
control and dominance in those areas. 


Admiral G. L. Russell testified at this session’s hearings on behalf 
of the Department of Defense, and testified in favor of the bill. 
Admiral Russell apprehends no increase in internal security problems 
if statehood is granted. No witness suggested that the threat of 
communism would increase under statehood. 

The committee believes that the facts concerning Communist in- 
fluence in Hawaii have been obscured by rumor. In 1946, the Federal 
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Bureau of Investigation and other investigating agencies indicated 
that they could locate 160 Communists in Hawaii. In 1950 the 
House Un-American Activities Committee held an investigation gt 
the invitation of the people of Hawaii and came up with the figure of 
90; and in 1952, Mr. J. Edgar Hoover of the Federal Bureau of Ip. 
vestigation stated the figure to be 36. Thus, communism is declining 
in numbers in the islands. 

The committee believes that the people of Hawaii have made 
extraordinary efforts to crush whatever influence Communists may 
exert, and have been highly successful in their efforts. In 1949 
the ILWU called a dock strike which blockaded the islands. As 4 
result of the strike, the Governor called the Territorial legislature 
into session and they passed a law, which is still on the books, allow. 
ing the State to seize and work the docks. The [LWU used every 
means at its disposal to block the legislation, but it failed. Thus, 
if, as opponents suggest, the membership of the ILWU could be 
tricked by their leaders with Communist motives into strangling the 
Hawaiian economy, the leaders would find that their most potent 
weapon, dock closure, had been disarmed by the people of Hawaii, 

When the constitutional convention of 1950 was formed 63 dele- 
gates were elected. Fourteen people with Communist sympathies 
ran for delegate, but only two were elected. When the sympathies 
of the two were discovered one of them resigned and the convention 
refused to seat the other; so neither of them had any part in drafting 
the constitution. The constitution itself disqualifies Communists 
from holding any public office. 

In the 1955 legislature the speaker of the house, for some reason 
known only to him, sent a gavel to Harry Bridges, president of the 
ILWU. Members of the house rebelled against him 25 to 5, but did 
not impeach him. This man had served 8 sessions in the house; 
but, instead of running again for the house, he entered the 1956 
primary for mayor of Honolulu. He was beaten 6} to 1 by a politica] 
newcomer and received 8 out of 423 votes in his own precinct. 

The most outspoken and effective foes of the LILWU, representing 
both major political parties, have been regularly elected to office in 
Hawaii over the violent opposition of the union leaders, and all 
attempts of the ILWU to influence legislation in recent years have met 
with complete failure. If the Communists in Hawaii retain any 
political influence the committee has been unable to find an example 
of it. 

The Korean war served as proof of the loyalty of Hawaiian-Amer- 
icans when fighting against a Communist enemy. In connection with 
Hawaiian participation in that conflict Gen. J. Lawton Collins wrote 
to the Delegate from Hawaii, Hon. Joseph R. Farrington: 


The relatively high casualty rate suffered by Hawaii 
soldiers can be attributed to the large proportion of Hawaii 
soldiers in the 24th Infantry Division, which includes the 5th 
Regimental Combat Team, and the 25th Division. At the 
time of its deployment to the Far East Command, almost 50 
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percent were Hawaii-born soldiers. I doubt that any other 
unit of the Regular Army can be associated with a particular 

eographical area as closely as the 5th Regimental Combat 

eam is associated with Hawaii. There were also substantial 
percentages of Hawaii soldiers in the 24th and 25th Divisions 
which were already in Japan and which were, of course, the 
first committed in Korea. All enlisted personnel of these 
units, when the conflict started, were volunteers. The hea 
fighting that they have encountered and the regrettably high 
casualty rates sustained are, of course, well known throughout 
the United States. 

The splendid part played by Hawaii in the Korean war is 
entirely in keeping with the distinguished record it established 
in World War II. 


The record in the Korean war can be summarized as follows: 


Not one case of cowardice by a Hawaii soldier in the face of 
the Communist enemy was recorded in Korea. 

Not one case of successful Red “brainwashing” of any 
Hawaii soldier was recorded. 

Not one case of a Hawaii soldier’s desertion to the enemy 
was recorded. 

Of the 22 American servicemen who refused repatriation 
after the Korean war in favor of remaining with the Com- 
munists * * * there was not 1 from Hawaii. 

There were 426 Hawaii boys killed in Korea action, a 
death toll 4% times the killed-in-action average for the rest 
of the United States. There were 1,352 total battle casual- 
ties from Hawaii, a rate 3 times as great as the casualty 
rate per capita for the rest of the Nation. 


The committee sincerely hopes that the heroic young men of Hawaii 
will not have to disprove in blood any further rumors concerning the 
loyalty of Americans in Hawaii. 

The committee is convinced, and there is no evidence to the con- 
trary, that a grant of statehood will not in any way decrease the 
ability of the Nation or the people of Hawaii to combat the malignancy 
of communism. On the contrary, the people of Hawaii have taken 
unprecedented steps to protect themselves and have shown superior 
recognition of the menace. Therefore, the committee believes that 
statehood will provide a suitable and effective political structure 
through which the people of Hawaii can and will hasten the destruc- 
tion of the last vestiges of Communist influence. 

The people of Hawaii.—The second objection, that of racial 
heterogeneity in the Territory, appears to be based on reasons which 
for the most part rarely are expressed frankly and openly. With 
the entire free world looking to the United States for moral and 
spiritual leadership, the committee does not believe that the 85th 
Congress will deny full political equality to a group of its own citizens 
who have met every historic test of qualifying for statehood, merely 
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because of the alien ancestry of a part of that group. Hawaii has 
been. thoroughly American in word, thought, and deed for a half 
century and longer. Its American institutions and school systems 
have produced American citizens worthy to stand on a basis of fyl] 
equality with the best citizens of any State in the Union. 

The devotion to American ideals of the sons of Hawaii has beep 
indelibly written in the pages of world history on the battlefields of 
Europe and, more recently, in Korea. But in civic, economic, and 
cultural attainments, also, the people of Hawaii have created a com- 
munity to stand on a basis of full political equality with every other 
American community. The standard of living of the people is notable, 
with a per capita income slightly higher than the national average, 
according to a recent Department of Commerce report. 

Noncontiguity.—The argument that Hawaii should forever be denied 
statehood because their islands are not physically contiguous by land 
to the continental United States is in our judgment fallacious. [ft 
should play no part in consideration of this measure. Hawaii has for 
many decades been completely incorporated within the American 
system in every respect despite its lack of land contiguity. It is 
within the American judicial, customs, and internal revenue systems, 
Its churches, fraternities, veterans’ and other organizations, its busi- 
ness groups and banking systems are closely linked with their counter- 
parts on the mainland. In terms of modern communication and 
transportation Hawaii is today far closer to Washington than were 
many of the Original Thirteen States when the Constitution was 
adopted. In short, Hawaii is an integral part of the American scene, 

With modern methods of transportation and communication—air, 
sea, radio, and telephone—the argument that Hawaii is noncontiguous 
is purely a technical one. Hawaii is in fact contiguous to the main- 
land for all practical purposes. The committee believes that the 
Union of States that is the United States is more than a mere geo- 
graphic arrangement. It is a union that comes of a common loyalty 
and a common purpose. In these respects, Hawaii is, in fact, con- 
tiguous. 

As an example from the past, when California was admitted to 
the Union a trip to Washington meant 13,355 nautical miles around 
Cape Horn or crossing the vast, hostile Indian country of the western 
plains. When the Panama Canal was opened the voyage by water 
from Washington to San Francisco was cut to twice the distance from 
Hawaii to San Francisco. 

Representation in Congress.—The last argument, which asserts that 
2 Senators would dilute the representation of large States, seems to 
the committee to have been wisely and finally settled 170 years ago by 
the Founding Fathers. But for the information of the Senate it 
should be noted that Hawaii has a larger population than several of 
the States, and, if admitted, will join 13 other States with 2 Senators 
und either 1 or 2 Representatives in Congress. 

Therefore, the committee finds no merit in any of the arguments 
avainst statehood, and recommends that statehood be granted, 
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CONCLUSION 


The committee realizes that the Congress is not bound by court 
decisions or by congressional precedent; the final decision lies in the 
sound discretion of the 85th Congress. However, every court utter- 
ance on the subject and every action of other Congresses considering 
other States lead to the inevitable conclusion that the wisdom of 
the ages is on the side of statehood. 

One-half million Americans in Hawaii are asking for the responsi- 
bilities that go with the kind of government which we know to be best 
for the Nation and best for individual Americans. The committee 
believes that Hawaii has proved all qualities that the Nation tradi- 
tionally demands. 

Now is the time to prove to all the world that self-determination 
applies in the United States just as it must apply wherever in the 
world human nature can be free to follow its course. 


SrEcTIONAL ANALYSIS 


A section by section analysis of S. 50, as reported, is set forth below. 
Amendments adopted by the committee are included in the analysis. 


GENERAL PROVISIONS 


Section 1 declares that, upon issuance of the proclamation required 
by the act, the State of Hawaii is admitted into the Union on an equal 
footing with other States, subject to the provisions of the act; finds 
that the constitution adopted by the saa of Hawaii in the election 
held November 7, 1950, conforms with the Constitution of the United 
States and the principles of the Declaration of Independence; and 
confirms the constitution so adopted. 

Section 2 defines the area which will comprise the State of Hawaii. 
It includes the islands, appurtenant reefs, and territorial waters 
included in the Territory of Hawaii, except the atoll known as Palmyra 
Island which, together with its reefs and territorial waters, is excluded 
from the State. The State will not include the Midway Islands, 
Johnston Island, Sand Island (offshore from Johnston Island), or 
Kingman Reef, which islands are not now included within the Territory 
of Hawaii. 

Section 3 requires that the constitution of the State of Hawaii shall 
always be republican in form and not be repugnant to the Constitution 
of the United States or the Declaration of Independence. 

Section 4 is a compact between the United States and the State of 
Hawaii. By the terms of the compact, the Hawaiian Homes Com- 
mission Act, 1920, as amended, is adopted as State law subject to 
change in its basic points only with consent of the United States. The 
purpose of the compact is to maintain the primary provisions and aims 
of the Hawaiian Homes Commission Act, 1920, in effect unless 
Congress agrees to changes. However, the scction is intended to 
allow the legislature of the new State to make changes concerning the 
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administration of the act and to do those things necessary to imple. 
ment its basic purposes. A State law passed in furtherance of the 
aims of the act would be valid although, in fact, the operation of the 
law might result in a reduction of the money in one of the funds 
established by the act. However, a State law which amended the 
act as to the size of the funds would be invalid unless Congress gaye 
its consent. 

The Hawaiian Homes Commission Act, 1920, is a law setting aside 
certain lands and establishing a commission to provide for the welfare 
of native Hawaiians. 

Section 4 also contains a committee amendment which places within 
the compact a stipulation that the State of Hawaii will take no action 
which unreasonably discriminates against nonresidents. The purpose 
of this amendment is to include as part of the compact the general 
constitutional rule concerning discrimination. It is not intended to 
restrict the sovereignty of the State to a lesser quality than that en- 
joyed by other States. The language of the amendment would not 
prevent the new State from granting inducements to nonresidents in 
order to attract business to the new State; since such inducements, if 
discriminatory at all, would discriminate in favor of nonresidents. 


LAND GRANTS 


Section 5 is the section concerning property grants to the new State. 

Subsection 5 (a) confirms to the new State title to all lands and other 
public property which is owned by the Territory of Hawaii or its sub- 
divisions as of the date of admission into the Union. However, the 
title to any land or other property which is set aside for the use of the 
United States by an act of Congress or by order of the Governor of 
Hawaii or the President, and which remains set aside immediately 
prior to admission of the State into the Union, is vested in the United 
States. 

Subsection 5 (b) grants to the State of Hawaii all land and other 
property which was ceded to the United States when Hawaii was 
annexed, or was acquired in exchange for ceded lands, and which re- 
mains in Federal ownership. This grant likewise excludes lands set 
aside for the use of the United States. The lands are granted in lieu 
of all other grants provided for new States by other provisions of law. 
The total grant comprises about 1.4 million acres, much of which is 
mountainous. 

Subsection 5 (c) states that the lands are granted as a public trust 
for support of educational institutions, welfare of native Hawaiians 
as defined in the Hawaiian Homes Commission Act, 1920, develop- 
ment of farm and home ownership, public improvements, and the 
provision of lands for public use. Suit may be brought by the United 
States for breach of the trust so stated. Educational institutions 
supported in whole or in part by such land grants must remain under ex- 
clusive control of the State and may not be sectarian or denominational. 
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Subsection 5 (d) repeals laws of the United States reserving any 
Federal right to the free use of property which is granted to the State 
by the act. This subsection merely removes from the United States 
the power to use the granted lands as proprietor and does not affect 
the sovereign rights of the United States as such rights relate to lands 
in private ownership throughout the nation. 

Subsection 5 (e) applies the Submerged Lands Act of 1953 to the 
State of Hawaii. 


PROCEDURE FOR ADMITTING THE STATE OF HAWAII INTO THE UNION 


Section 6 and the following section establish the machinery for 
admitting the State of Hawaii into the Union. Section 6 requires 
the President to certify the enactment of this act to the Governor of 
Hawaii not later than July 3, 1958. Between July 3, 1958, and 
August 1, 1958, the Governor must issue his proclamation for the 
election of all officers provided for by the State constitution. The 
officers to be elected must include two Senators and two Representa- 
tives in Congress. 

Section 7 (a) provides details concerning the election. mentioned 
above. The primary election will be held on October 4, 1958, and 
a general election on November 4, 1958, at which elections the Senators 
and Representatives in Congress must be elected. 

The qualifications of voters and the manner of certifying the results 
of the elections are defined. 

Subsection 7 (b) requires that the following two propositions be 
submitted to the voters for adoption or rejection: 


(1) The boundaries of the State of Hawaii shall be as pre- 


scribed in the act of Congress approved ______._.....___-- 
(Date of approval of this act) 


and all claims of this State to any areas of land or sea outside 
the boundaries so prescribed are hereby irrevocably relin- 
quished to the United States. 

(2) All provisions of the act of Congress approved er 

(Date o: 

Seer a nts reserving rights or powers to the United States, 
approval of this act) 
as well as those prescribing the terms or conditions of the 
grants of lands or other property therein made to the State 
of Hawaii, are consented to fully by said State and its people. 


’ 


If the propositions are adopted by the people the State constitution 
will be deemed amended to include each of such propositions. If the 
two propositions are not adopted by a majority of the voters the act 
shall ‘‘cease to be effective.” 

The act does not designate a date for the election at which such 
propositions must be submitted to the people; however, the proposed 
new State cannot be admitted into the Union unless and until the 
election has been held and both propositions adopted. 

Subsection 7 (c) provides that upon the finding by the President 
that the propositions previously mentioned have been duly adopted, 
and upon certification of the returns of the election described in section 
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7 of the act, the President shall issue his proclamation announcj 
the results of the election and the State of Hawaii shall thereupon be 
deemed admitted into the Union. 

The subsection also provides that Territorial officers, including the 
Delegate in Congress, shall continue in their offices until the new State 
is admitted. Upon the President’s proclamation the officers new] 
elected will assume their duties under the authority of the State, 
When the election of the Senators and Representatives in Congress 
has been duly certified those officers will be entitled to be seated in 
Congress. 

Section 8 provides that the new State shall be entitled to two 
Representatives in Congress until the time of the next apportionment, 
Such Representatives will cause a temporary increase in the overall 
membership of the House of Representatives; however, the act shall 
neither increase nor decrease the permanent membership nor affect 
the basis of apportionment in the House of Representatives, 


THE JUDICIAL SYSTEM 


Section 9 provides for the establishment of a United States district 
court with powers derived from article III, section 1 of the Constitu- 
tion of the United States. The existing United States District Court 
for the District of Hawaii, which is hereinafter referred to as the “Ter- 
ritorial court,” is converted into a constitutional court by changing 
the source of judicial authority, terminating the powers of Tern- 
torial court judges, and appointing two judges for the new court. 

By existing law, the judges now sitting in the Territorial court are 
appointed for terms of 6 years. 

Subsection 9 (b) repeals the provision of the Judicial Code estab- 
lishing eligibility for judges of the Territorial court. 

Subsection 9 (c) repeals the statutory direction that judges of the 
Territorial court shall hold office for a term of 6 years. 

herefore, the judges of the Territorial court now hold office pur- 
suant to statutory authority which statutory authority is repealed b 
this act; and the judges in office when the act takes effect are ena 

Section 10 removes the Territorial court in Hawaii from the purview 
of a provision of existing law which defines the term “court of the 
United States.” The effect of the section is to place the new Federal 
court in Hawaii in the same status as other Federal district courts in 
the United States. 

Section 11 makes a number of technical changes in the Judicial 
Code. The changes are as follows, all of which serve to place the 
State of Hawaii in equal status with other States: 

(a) repeals a provision of existing law setting special eligibility 
requirements for United States attorneys for the District of 
Hawaii; 

(6) deletes a provision of existing law which requires a different 
term of office for United States attorneys in Hawaii than for 
United States attorneys elsewhere; 
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(c) deletes a provision of existing law which requires a different 
term of office for United States marshals in Hawaii than for 
United States marshals elsewhere; and 

(d) repeals a provision of existing law setting special eligibility 
requirements for United States marshals for the district of 
Hawaii. 

Section 12 provides for the continuity of legal actions notwith- 
standing the admission of the State of Hawaii into the Union and 
defines the successor courts according to the nature of pending 
matters. 

It should be noted that there are now in existence in Hawaii 2 
separate court systems, 1 of which handles Federal matters while 
the other handles Territorial matters. Therefore, the legal business 
can be continued in the succeeding courts without the necessity of 
dividing and transferring business which is now handled by a par- 
ticular court. In short, the courts established on admission of the 
State into the Union are parallel in function to the existing courts. 

Section 13 insures that rights of appeal will not be disturbed by 
admission of the State into the Union. 

Section 14 makes a number of changes in the Judicial Code. The 
effect of the changes, all of which serve to place the State of Hawaii 
in equal status with other States, is as follows: 


(a) removes a provision which now gives litigants in any court 
of record of Hawaii certain rights of direct appeal to the Supreme 
Court of the United States; 

(b) removes the Territorial Supreme Court of Hawaii from 
the purview of a special provision of existing law allowing appeals 
in certain cases to the United States Court of Appeals for the 
Ninth Circuit; 

(c) repeals a provision of existing law which makes special 
provisions for appeals from the Territorial Supreme Court of 
Hawaii; 

(d) excludes the Territorial court from a provision authorizing 
pensions to judges in Territories and possessions, but saves the 
rights of judges which may have accrued under the provision; 

(e) repeals provisions of existing law setting salaries for the 
Governor, secretary, and judges of the Territory of Hawaii; 

(f) repeals a provision of law which applies to the Territorial 
courts of Hawaii the usual rules on removal of lawsuits; 

(qg) removes the Territorial supreme court from the purview 
of a provision of existing law relating to promulgation of rules of 
criminal procedure; 

(h) removes the Territorial supreme court from the purview 
of a provision of existing law relating to promulgation of rules 
on procedure after a verdict in criminal cases; 

(1) includes Palmyra Island within the Hawaii Federal judicial 
district; and 

(j) extends the civil and criminal jurisdiction of the new 
United States District Court for the District of Hawaii to 
Palmyra Island. 
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Subsections 14 (i) and 14 (j) do not and are not intended to include 
Palmyra Island within the State of Hawaii. The amendments only 
provide a Federal forum for the island. 

Section 15 directs that all Territorial laws and all United States 
laws will continue in effect after the admission of the State of Hawaij 
to the Union except as they are changed by the act or may properly 
be changed by State law. The term “Territorial laws” is defined by 
a clarifying amendment to include laws of the United States whisk 
are enacted solely under the authority of the United States to provide 
for the government of Hawaii prior to statehood. 


JURISDICTION OVER CERTAIN EXISTING FEDERAL RESERVATIONS 


Section 16 provides that the United States retains exclusive jurisdic- 
tion over Hawaii National Park, subject to the right of the State to 
serve process, impose taxes, and provide the voting franchise within 
the park area. The section also reserves the right in Congress to 
exercise the power of exclusive legislation over lands owned or con- 
trolled by the United States and held for defense or Coast Guard 
purposes immediately prior to admission of the State into the Union, 
Such power of exclusive legislation is subject only to the right of the 
State to serve process. However, the State may exercise its full 
jurisdiction over such areas unless and until Congress supersedes the 
State actions. The Federal power of exclusive legislation expires 
when the area ceases to be used for defense or Coast Guard purposes, 

The committee intends the term ‘defense purposes” to include 
military, naval, and Air Force purposes. 


MISCELLANEOUS PROVISIONS 


Section 17 includes the State of Hawaii within the Federal Reserve 
System. 

Section 18 concerns maritime matters. 

Subsection 18 (a) continues the present jurisdiction of the Federal 
Maritime Board over domestic water transportation to and from the 
State of Hawaii. If this subsection were not included in the act, 
regulatory jurisdiction over domestic water transportation to and from 
the State of Hawaii would automatically devolve upon the Interstate 
Commerce Commission by operation of the Transportation Act of 
1940. The committee heard no suggestion or request that such 
jurisdiction be changed, and all statements which were received by the 
ones on this subject favored the position reflected in subsection 

(a). In any event, the committee does not believe that a statehood 
bill is an appropriate place to change the law which is applicable to the 
complex problems of water transportation. 

Subsection 18 (b) makes three changes in the Merchant Marine 
Act, 1936, as amended. That act provides that ships which receive 
operating subsidies or construction subsidies from the United States 
may call at island territories on voyages in foreign trade. Under the 
existing provisions such ships do call at Hawaii and it is intended that 
such calls may continue. If subsection 18 (b) were not included in 
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the act Hawaii would be excluded from such routes by the definition 
of allowable ports of call. The committee amended the original bill 
to allow calls at the ‘State of Hawaii” instead of “island State.” 
The purpose of this amendment is to prevent any possibility of the 
section being construed as an expression by Congress of any opinion 
as to whether or not any other island possession will or should become 
a State. 

IMMIGRATION AND NATIONALITY 





Section 19 is an amendment suggested by the Department of 
Justice and adopted by the committee. The purpose of the amend- 
ment is to leave all matters concerning nationality unchanged and 
unaffected by this act. 

Section 20 excludes a specific reference to the Territory of Hawaii 
in a definition of the term ‘‘State” as that term is used in the Immigra- 
tional and Nationality Act. 

Section 21 removes Hawaii from the purview of a section of the 
Immigration and Nationality Act which presently includes Hawaii 
as one of the Territories to which are applied the standards for denying 
aliens the privilege of admission into the United States. Thus, under 
section 21 aliens in Hawaii would have the same rights as aliens in 
any other State of the Union. 

Section 22 excludes the District Court for the Territory of Hawaii 
(Territorial court) from a section of the Immigration and Nationality 
Act conferring jurisdiction over naturalization proceedings, thus 
placing the State of Hawaii in the same position as other States. 

Section 23 provides that the act shall not affect a provision of the 
Immigration and Nationality Act which states that persons born in 
Hawaii or who were citizens of the Republic of Hawaii are citizens of 
the United States. 

SEPARABILITY 
















Section 24 is a standard separability provision. The purpose of the 
provision is to continue the remainder of the act in effect in the event 
a portion or an application of it is held to be invalid. 

Section 25 is a standard provision repealing acts in conflict with 
this act. 
Executive DepartMENT REporRtTS 





Following are the reports from the Department of the Interior, 
the Department of Justice, and the Department of Commerce. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., March 29, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 

Dear Senator Murray: This responds to the request from your 
committee for the views of this Department on S. 50, a bill to provide 
for the admission of the State of Hawaii into the Union. 
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We recommend the enactment of the bill and suggest that it be 
amended in the manner set forth herein. 

The bill would provide for the admission of the State of Hawaii into 
the Union and sets forth the procedures by which this could be accom- 
plished. In our view, the bill is an appropriate vehicle to accomplish 
this objective, and it properly takes into account and ratifies the steps 
taken to date with respect to the formation and adoption of a State 
constitution. 

The people of Hawaii have been citizens of the United States for 
more than half a century. ‘They have enjoyed a measure of self- 
government in local affairs which they have utilized ably and wisely, 
The economic development of the Territory is such that it has been 
able to support adequately virtually all the expenses of maintaining 
the Territorial government and it should easily be able to assume the 
slight additional expenses which the grant of statehood would impose, 
The culture of Hawaii, like its economy and political institutions, is 
closely akin to the culture of the United States. The loyalty and 
patriotism of the citizens of Hawaii were amply demonstrated in 
World War IT and throughout the Korean conflict. 

Since 1903, the people of Hawaii have petitioned Congress to grant 
statehood to the Territory. Pursuant to a 1949 act of the Territorial 
legislature, a convention was convened for the drafting of a State 
constitution. The proposed constitution drafted by that convention 
was ratified by the electorate on November 7, 1950. ‘This act of the 
people is a demonstration of their political maturity and the provisions 
of the constitution are a clear indication of the great extent to which 
the political philosophy and institutions of Hawaii correspond with 
the political philosophy and institutions of the rest of the United 
States. 

The President has repeatedly urged the enactment of legislation 
granting statehood to Hawaii. In this year’s budget message he once 
again “recommends the enactment of legislation admitting Hawaii 
into the Union as a State * * *.”” The President’s recommendation 
is in the interest of the people of the continental United States as well 
as it is in the interest of the people of Hawaii since there is every reason 
to believe the admission of Hawaii as a State will strengthen the Nation 
just as the Nation has been strengthened by the grant of statehood to 
each of the 35 States admitted since 1789. 

We suggest the adoption of the following amendments which are 
basically technical in nature and designed to clarify certain provisions 
of the bill: 

1. In line 15, page 3, after the word “amendment”, strike out the 
words “or law” and insert in lieu thereof a comma followed by the 
words “whether made in the constitution or in the manner required for 
ordinary State legislation’. Section 4 is intended to assure that the 
primary purposes and objectives of the Hawaiian Homes Commission 
Act shall not be impaired in any manner by action of the State govern- 
ment without the consent of the Congress. However, we do not 
believe it was intended that the State legislature should not have 
authority to pass any law in furtherance of the purposes of the act if 
the operation of the law might result in a reduction of one of the funds, 
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provided such law does not amend the Hawaiian Homes Commission 
Act. The inclusion of the words “‘or law’’ would cast a doubt on the 
authority of the State to properly administer the act and, therefore, 
should be deleted. 

2. In line 21, page 4, after the word “‘property”’, strike out the word 
in” and insert in lieu thereof the phrase ‘‘within the boundaries of 
the proposed State of”. 

3. In line 3, page 7, after the word “‘all’’, insert the word ‘‘State’”’. 

4. In line 24, page 8, and in line 1, page 9, delete the phrase “‘the 
second paragraph of”’, 

The Bureau of the Budget has advised that there is no objection to 
the submission of this report to your committee. 

Sincerely yours, 
HATFIELD CHILSON, 
Acting Secretary of the Interior. 


Unitep States DEPARTMENT OF JUSTICE, 
Washington, D. C., March 28, 1987. 
Hon. Henry M. Jackson, 


United States Senate, Washington, D. C. 


Dear Senator: This refers to your letter of January 17, 1957, in 
which you requested the views of the Department of Justice with 
respect to the legislation proposing statehood for Alaska and Hawaii 
and in which you set forth certain specific questions relating to the 
subject of communism in Hawaii, and to your subsequent letter of 
March 13, 1957, in which you request the testimony of an official of 
the Department with respect to the subject of communism in Hawaii. 

The number of Communisty Party members in Hawaii is not large. 
On January 13, 1954, the Attorney General advised Senator Hugh 
Butler of your committee that the number of known members of the 
Communist Party appeared to be fewer at that time than in 1950. 
Since then there has been no significant change in the number of 
Party members. 

As you know, of course, the threat of Communist subversion can 
never be judged solely by actual numerical strength of the Com- 
munist Party. It is rare in the history of the world that Communists 
have ever obtained power on influence through the electoral process. 
The serious threat of communism in Hawaii, as elsewhere in this 
country, is through infiltration into those fields of activity which 
have an important bearing upon the political and economic life of the 
nation and the states. Consideration must be given to the extent of 
influence and control Communists, Communist sympathizers and 
their associates may be able to exert particularly through the Inter- 
national Longshoremen’s and Warehousemen’s Union in the Islands. 
I would think that members of the Senate Internal Security Sub- 
committee of the Senate Judiciary Committee who were recently in 
Hawaii investigating these matters from November 30 to December 6, 
1956, could furnish you with very helpful information along these 
lines. You will recall, of course, that the ILWU was expelled in 
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May of 1950 from the Congress of Industrial Organizations on the 
ground that the ILWU consistently followed the policies of the 
Communist Party. 

In considering the question of statehood for Hawaii I can readily 
appreciate your desire to study the present extent of Communist 
influence and control as well as the possible effect in the future the 
granting of statehood might have upon the Communist threat in the 
islands. In this regard the principal Federal laws dealing with 
internal security apttdee which have been telling legal weapons 
against Communist infiltration are our criminal laws relating to 
espionage, sabotage, treason, the Smith Act and such laws as the 
Internal Security Act of 1950 and the Communist Control Act of 
1954. These statutes apply with equal force to the Territories as 
they do to the respective States and would be as useful in the event 
Hawaii were to become a state as they are under the present territorial 
arrangement. For example, Jack Hall, leader of the ILWU in the 
islands, and six other Communists were convicted in June of 1953 
for violation of the same Smith Act as was used to convict the eleven 
top leaders of the Communist Party of the U.S. A. in Judge Medina’s 
court in New York in 1949. The seven convicted in ‘Hawaii are 
presently out on bond pending the outcome of their appeal to the 
Ninth Circuit. I will be glad to make available for the inspection 
of your committee a copy of the transcript of the testimony in that 
case. 

In your January 17th letter you specifically asked whether recent 
events such as refusal of certain persons to testify before the Senate 
Internal Security Committee have been of significant value in weak- 
ening the strength of communism in Hawaii. The exposure of 
Communist activities in Hawaii by that committee was undoubtedly 
most helpful but we cannot, of course, measure exactly the extent to 
which Communist influence in the islands may have been lessened 
by those hearings. 

I trust the foregoing will be of assistance to your committee, 
Inasmuch as the present and future investigative programs of this 
Department might be jeopardized by disclosure of information 
obtained from confidential sources and in view of the impropriety of 
a Departmental official commenting on pending matters whether 
under investigation, in the course of trial or on appeal, I believe that 
there is little that could be added to the foregoing through testimony 
by an official of this Department. I will be happy to talk to you 
about this matter at your convenience. 

Best personal regards, 

Sincerely, 
Wituram P. Rogers, 
Deputy Attorney General. 
































the 
the 


ily 
List 
the 
the 
ith 
ons 

to 
the 

of 

as 
ent 
rial 
the 
953 
ven 
1a’s 
are 
the 
‘10n 
hat 


ent 
late 
vak- 
- of 
vdly 
tL to 
ned 


tee, 
this 
tion 
y of 
ther 
that 
ony 
you 


ADMISSION OF STATE OF HAWAII INTO THE UNION 23 


Aprit 8, 1957. 
Hon. James E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U nited States Senate, Washington, D. C. 


Dear Senator: This is in response to your request for the views 
of the Department of Justice concerning the bill (S. 50) to provide 
for the admission of the State of Hawaii into the Union. 

The Department of Justice favors the enactment of the legislation 
to grant statehood to Hawaii as recommended by the President in his 
budget message for the fiscal year ending June 30, 1958. Comment 
on certain features of S. 50 is submitted below, 

Jurisdiction would be reserved to the United States over Hawaii 
National Park by section 16 (a) of the bill and over lands owned by 
the United States and held for military, naval, Air Force, or Coast 
Guard purposes by section 16 (b). The jurisdiction over the park 
would be the exclusive jurisdiction now exercised wy the United 
States pursuant to the act of April 18, 1930 (46 Stat. 227), subject 
to the exceptions provided by section 1 of that act (16 U. S. C. see. 
395) and in addition, the right of persons residing in the park to vote. 
The jurisdiction over tracts or parcels of lands of the United States 
held for military, naval, Air Force, or Coast Guard purposes (section 
16 (b)) would be exclusive in the United States, subject to the right 
of the State to serve civil or criminal process within such areas in 
connection with matters arising outside thereof, and to the proviso 
that such exclusive jurisdiction shall not operate “to prevent said 
State from exercising over or upon such land, concurrently with the 
United States, any jurisdiction whatsoever which it would have in 
the absence of such reservation of authority and which is consistent 
with the laws hereafter enacted by the Congress pursuant to such 
reservation of authority.” It is understood that this proviso was 
proposed by the Department of Defense with the intent that concur- 
rent jurisdiction may be exercised by the State unless and until 
Congress imposes restrictions on such exercise of jurisdiction. This 
intent is further indicated by the statement as to the purpose of the 
provision set forth on page 34 of Senate Report No. 886, 83d 
Congress, and on page 18, item (5). 

The exceptions to exclusive jurisdiction over Hawaii National Park 


and the intent to confer concurrent jurisdiction over lands of the 


United States held for military, naval, Air Force, and Coast Guard 
purposes are in line with certain of the conclusions of the Interdepart- 
mental Committee for the Study of Jurisdiction Over Federal Areas 
Within the States made in part I of its report issued in April 1956, 
copies of which have been furnished to the Congress. The Committee 


concluded that possession of any measure of legislative jurisdiction in 


the United States is not generally advantageous with respect to the 
large bulk of Federal areas in the States, and that only concurrent 
legislativ e jurisdiction should be acquired in the usual case over areas 
on which, because of their great size, large population, or remote loca- 
tions, or because of peculiar requirement “based on their use, it is neces- 
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sary that the Federal Government render law enforcement and other 
services of a character ordinarily rendered by a State or local govern. 
ment. 

Inasmuch as section 2 of the bill consists of a single paragraph, the 
words “‘of the second paragraph’ appearing on page 8, line 24, and 
page 9, line 1, would appear inappropriate and should be deleted. 

It is suggested that in lieu of the language ‘“‘when any State jg” 
appearing on page 20, line 23 of the bill, there be substituted the lan. 
guage “when the State of Hawaii or any State.” Such amendment 
would make it clear that the proposed amendment of the Federal 
Reserve Act is intended to apply to Hawaii. 

The bill should provide specifically that nothing contained therein 
shall be construed to confer United States nationality upon any alien 
residents of the Territory, and that the repeal of any statutes iw the 
bill shall not confer or restore nationality previously lost under any 
law of the United States or any treaty to which the United States 
may have been a party. Otherwise doubt might arise as to the 
citizenship status of many persons now in the Territory of Hawaii, 

Section 101 (a) (36) and (38) and section 212 (d) (7) of the Immi- 
gration and Nationality Act should be revised to eliminate the refer- 
ences therein to Hawaii. Amendment of section 310 (a) of the 
Immigration and Nationality Act also would appear to be necessary 
in view of the reference therein to the District Court of the United 
States for the Territory of Hawaii. 

Inasmuch as section 305 of the Immigration and Nationality Act 
declares the citizenship status of persons born in Hawaii the bill 
should include a provision specifying that this section of the Immi- 
gration and Nationality Act is not to be regarded as amended, re- 
pealed, or modified by the enactment of the bill. 

It is noted that the bill makes no provision for separability in the 
event of judicial determination of the unconstitutionality of any 
provision. Accordingly, it is suggested that a section covering 
separability be added to the bill. 

The Bureau of the Budget has advised that there is no objection 
to the submission of this report. 

Sincerely, 
WituiaM P. Rogers, 
Deputy Attorney General, 
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Tue SecRETARY OF COMMERCE, 
Washington 25, June 28, 1957. 
Hon. Henry M. Jackson, 
Chairman, Territories Subcommittee, 
Committee on Interior and Insular Affairs, 
United States Senate, Washington, D. C. 


Dear Mr. Cuarrman: This letter is in reply to your request of 
June 13, 1957, to the Chairman, Federal Maritime Board, enclosing 
copies of committee prints on the Alaska and Hawaii statehood bills 
(S, 49 and S. 50), an anton comments regarding the continuance 
of the jurisdiction of the Federal Maritime Board over common 
carriers by water between ports of Alaska and other ports in the United 
States and also on a proposal to amend the third proviso of section 
27 of the Merchant Marine Act, 1920 (relating to exemption of certain 
transportation by water and Canadian rail lines between points within 
the continental United States, excluding Alaska, from the coastwise 
cabotage law) by striking out the phrase “excluding Alaska” and 
substituting “including Alaska.” 

The Federal Maritime Board and the Department of Commerce 
recommend the adoption of the language before the subcommittee 
which would continue in effort the present jurisdiction of the Federal 
Maritime Board over transportation by water between Alaska and 
other States after Alaska attains statehood. 

Originally, the United States Shipping Board and subsequently, the 
Maritime Commission, had jurisdiction over carriers by water, whether 
in interstate or foreign commerce. With the passage of the Trans- 
portation Act of 1940, Congress transferred to the Interstate Com- 
merce Commission jurisdiction over carriers by water engaged in 
interstate commerce; that is, the coastwise and intercoastal trades. 
The jurisdiction over carriers by water in foreign commerce, as well as 
those engaged in transportation with our Territories, districts, and 
possessions, was retained in the former Maritime Commission, since 
the problems of those carriers were of a markedly different nature than 
those which were faced by the interstate commerce carriers. 

The jurisdiction of the former Maritime Commission under the 
Shipping Act, 1916, over persons carrying on the business of forward- 
ing or furnishing wharfage, dock, warehouse, or terminal facilities in 
connection with common carriers by water, was retained in that 
agency. The jurisdiction thus retained is now vested in the Board 
under Reorganization Plan No. 21 of 1950, and would not be affected 
by the enactment of S. 49. 

In our opinion, the problems and practices in ocean transportation 
between the United States and Alaska are similar to those of the 
overseas trade, and the development of Alaska depends on such trans- 
ee to a greater extent than the geographically contiguous 

tates of the Union. 
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In the trade to Alaska there is no competitive rail route comparable 
to that. existing in connection with the coastwise and intercoasta] 
trades between the geographically contiguous States. It is believed 
that motor carrier competition overland through Canada would be 
small in relation to the ocean movement to Alaska. The handicaps 
involved in overland transportation to Alaska from the United States 
are exemplified by the fact that.a service has been developed for the 
carriage of trailer body containers by sea from Puget Sound ports to 
Alaska for delivery by truck at the destination. 

The existing service in Alaska is not only carrying trailer body 
containers by sea from Puget Sound ports to Alaska for delivery 
by truck at the destination, but has been expanded to include eop- 
tainers of standard sizes carried by rail to destination. 

There has been considerable development of traffic in the Pacific 
area and, while operations to Alaska by American-flag lines serving 
the Far East have arisen largely in connection with military cargo 
transport since the Korean emergency, there may well be further 
expansion of transpacific traffic with stops in Alaska. In our opinion, 
the problems of shipping services and of defense requirements in 
connection with Alaska can be met with greater flexibility under the 
jurisdiction of the Federal Maritime Board than under the Interstate 
Commerce Act applicable to interstate commerce. 

Under the Interstate Commerce Act, common carriers (or contract 
carriers) by water or by truck may not engage in operation unless they 
are granted certificates or public convenience and necessity (contract 
carriers must obtain permits). This would apply also to Alaskan 
transportation if Alaska is granted statehood without qualifying 
amendment. 

Alaska has an area of approximately 590,884 square miles, yet the 
Territory has only 3,860 miles of highway. 

In view of the dearth of carriers presently operating in this vast 
and sparsely settled region, together with the thin population, it is 
not understood what purpose would be gained in requiring certificates 
of public convenience and necessity. Clearly, this restrictive measure 
will not stimulate venturesome individuals to enter the transportation 
field, for they will undoubtedly be faced with the united opposition of 
existing certificated carriers. 

The real question for determination is whether or not the certificate 
requirements of the Interstate Commerce Act will promote, encourage 
or aid in the development of adequate transportation service for the 
commerce of Alaska. Insofar as water carrier service between Alaska 
and the west coast is concerned, there are no facts which suggest that 
the imposition of certificates of public convenience and necessity re 
quirements will aid in the development of the water commerce in the 
considered trade. According to Mr. S. G. Hayman, of the Alaska 
Steamship Co., over 60 steamship lines have come and gone from this 
trade since 1867. He states: “Only one oldtimer is serving the Ter- 
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ritory, and that is Alaska Steamship Co., whose grandfather rights 
go back to 1893.” — 

In connection with the value gained in holding a certificate to 
conduct transportation, he went on to say: 

“Flowever, grandfather rights and trade claims are of doubtful 
yalue here, since certificates of convenience and necessity aren’t 
necessary and anyone can get into the act if he can finance an opera- 
tion. But there’s no stampede to get in” (Traffic World, March 16, 

As a general principle, there appears to be unanimity as to the 
desirability of maintaining through rates between rail lines in the 
United States on the one hand and water carriers serving west coast 
Alaska on the other—also rail-water-motor rates. The real problem 
of coordinating the transportation facilities, however, involves 
practices which will require the different types of carriers to share the 
traffic and divide the revenues on the basis of some divisional arrange- 
ment. Each form of transportation, whether under compulsion of 
competition or of regulatory control, should be permitted to establish 
rates in harmony with its costs of operation. This fundamental rate- 
making principle whould be recognized regardless of whether the 
movement is all-rail, all-water, or all-motor, or a joint rail-water, or 
any other combination of carriers. 

In this connection, it should be noted that steamship lines now 
engaged in the Alaskan trade have already worked out some arrange- 
ments for through transportation between inland points in the United 
States and Alaska with other modes of carriage, and the development 
of such routes is in no way dependent upon all participating carriers 
being subject to the Interstate Commerce Act. 

Alaska is still in an era of development. Water transportation 
which forms at present the one indispensable link in the conduct of 
trade between Alaska and the United States proper is likewise in a 
process of development. It has not reached the static stage where 
the impact of the forces of competition may be safely blunted to the 
extent that would justify such a restrictive system as that which is 
inherent in the issuance of certificates of convenience and necessity. 
At this stage, the theory underlying the issuance of certificates of 
public convenience and necessity would have a retarding influence on 
_ development and expansion of water transportation to and from 

aska. 

The Federal Maritime Board and the Department are opposed to 
the proposed amendment to the third proviso of section 27 of the 
Merchant Marine Act, 1920, which would have the effect of permitting 
transportation of merchandise by Canadian steamship lines or other 
associated lines in conjunction with Canadian rail lines on through 
rail-water routes between the States and Alaska. 

The legislative effect of the proposed amendment of the third 
proviso should first be noted. It would not change the existing law 
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with respect to passenger traffic by through rail-water routes to 
Alaska, since section 27 applies only to transportation of merchandise, 
It would not enable Canadian steamship lines or associated ocean 
carriers to participate in coastwise cargo traffic between ports in 
Alaska, inasmuch as there are no connecting Canadian rail lines that 
would constitute through rail-water routes as contemplated in the 
third proviso. 

The amendment would permit Canadian (and associated water 
carriers) in conjunction with Canadian rail lines to carry cargo on 
through rail-water routes between the States and Alaska. The 
primary potential routes would be via Vancouver and Prince Rupert 
as contrasted with the United States route via Seattle. 

There are several unsubsidized flag services in the Alaska trade 
and several Canadian or other flag services in the British-Canadian 
trade, some of which make calls in Alaska. The Canadian vesgel 
service at the present time appears to be limited to calls in south. 
eastern Alaska. 

There is submitted herewith a detailed memorandum on the subject 
of the proposal to amend section 27 to permit Canadian or other 
foreign flag water carriers to participate in land-water routes between 
the United States and Alaska. The memorandum sets forth in some 
detail the probable consequences of the proposed amendment. 

With respect to your question as to the automatic effect of admis- 
sion of Alaska as a State on its exemption from the Jones Act, it 
appears from the proposed amendments in the committee print of S, 49 
(June 13, 1957, sec. 8 (d)) that after admission of Alaska as a State, 
the laws of the United States (including the coastwise laws and any 
provisions thereof) would continue with the same force and effect as 
prior to the admission. If such amendment is not adopted or it is 
found not to have such effect, and if it is desired to change the position 
of Alaska within the third proviso of section 27, it should be done by 
an express amendment. 

With respect to the Hawaii statehood bill, the Board and Depart- 
ment favor the provisions in the bill continuing jurisdiction in the 
Federal Maritime Board, as well as the related amendments to the 
Merchant Marine Act, 1938. 

The Bureau of the Budget has advised that it would interpose no 
objection to the submission of this letter to your committee. 
Sincerely yours, 





s/ Srincutarr WEEKS 
/ ’ 
Secretary of Commerce. 


Cxrances In Existina Law 


In soonpmanee with subsection (4) of rule XXIX of the Standing 
Rules of the Senate, changes in existing law made by the bill, S. 50, as 
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reported, are shown as follows (existing law proposed to be repealed is 
enclosed in black brackets, additions to existing law are italicized): 


Titte 28, Unirep States Copr 


§91. Hawat. 

Hawaii constitutes one judicial district which includes the Midway 
Islands, Wake Island, Johnston Island, Sand Island, Kingman Reef, 
Kure Island, Palmyra Island, Baker Island, Howland Island, Jarvis 
Island, Canton Island, and Enderbury Island: Provided, That the 
inclusion of Canton and Enderbury Islands in such judicial district 
shall in no way be construed to be prejudicial to the claims of the 
United Kingdom to said Islands in accordance with the agreement of 
April 6, 1939, between the Governments of the United States and of 
the United Kingdom to set up a regime for their use in common, 

Court shall be held at Honolulu. 


§ 133. APPOINTMENT AND NUMBER OF DISTRICT JUDGES, 


The President shall appoint, by and with the advice and consent 
of the Senate, district judges for the several judicial districts, as 
follows: 


* * * * + - * 


[Only citizens of the Territory of Hawaii who have resided therein 
for at least three years next preceding shall be eligible for appoint- 
ment as district judges for the district of Hawaii.J 


§134, TENURE AND RESIDENCE OF DISTRICT JUDGES. 


(a) The district judges, except in [Hawaii and] Puerto Rico, shall 
hold office during good behavior. The district a in tie 
andj Puerto Rico shall hold office for the term[s] of [six and] eight 
years, [respectively,] and until [their] his successor[s] [arc] is 
appointed and qualified. 


” * * « » * 


§373. JuDGES IN TERRITORIES AND POSSESSIONS. 


Any judge of the United States District Courts for the district Es] 
of [Hawaii or} Puerto Rico, the District Court for the Territory o 
Alaska, the United States District Court for the District of the Canal 
Zone or the District Court of the Virgin Islands [and any justice of 
the Supreme Court of the Tcrritory of Hawaii] who resigns, retires, 
or fails of reappointment or is removed by the President of the United 
States upon the sole ground of mental or physical disability, after 
attaining the age of seventy years and after serving as judge of one 
or more of such courts, at least sixteen years, continuously or other- 


23004°—58 8. Rept., 85-1, vol. 463 



































30 ADMISSION OF STATE OF HAWAII INTO THE UNION 


wise, shall continue to receive the salary which he received when he 
relinquished office. 


x* » - * * * > 





§ 451. DeFIniTions. 


As used in this title: 

The term ‘‘court of the United States” includes the Supreme Court 
of the United States, courts of appeals, district courts constituted by 
chapter 5 of this title, [including the district courts of the United 
States for the districts of Hawaii and Puerto Rico,] including the 
United States District Court for the District of Puerto Rico, the Court 
of Claims, the Court of Customs and Patent Appeals, the Customs 
Court and any court created by Act of Congress the judges of which 
are entitled to hold office during good behavior. 


* * 





* 





~ * ~ * 





§ 501. APPOINTMENT OF UNITED STATES ATTORNEYS. 


The President shall appoint, by and with the advice and consent of 
the Senate, a United States attorney for each judicial district. 

[Only citizens of the Territory of Hawaii who have resided therein 
for at least three years next preceding shall be eligible for appointment 
as United States attorney for the district of Hawaii.] 


§ 504. TENURE AND OATH OF OFFICE; REMOVAL. 


(a) The United States attorney for each judicial district shall be 
appointed for a term of four years[, except in the district of Hawaii, 
where the term shall be six years]. Upon the expiration of his term 
a United States attorney shall continue to perform the duties of his 
office until his successor is appointed and qualifies. 


* . * * * ~ ~ 


§ 541. APPOINTMENT, RESIDENCE AND TENURE OF MARSHALS. 


* » * * * - & 


(c) Each marshal shall be appointed for a term of four years{, ex- 
cept in the district of Hawaii where the term shall be six years]. 
Upon the expiration of his term a marshal shall continue to perform 
the duties of his office until his successor is appointed and qualifies, 
unless sooner removed by the President. 

[(d) Only citizens of the Territory of Hawaii who have resided 
therein at least three years next preceding shall be eligible for appoint- 
ment as United States marshal for the district of Hawaii.] 
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§ 1252. DIRECT APPEALS FROM DECISIONS INVALIDATING ACTS OF 
CONGRESS 


Any party may appeal to the Supreme Court from an interlocutory 
or final judgment, decree or order of any court of the United States, 
the District Court for the Territory of Alaska, the United States 
District Court for the District of the Canal Zone and the District 
Court of the Virgin Islands and any court of record of Alaska, [Hawaii 
and] Puerto Rico, holding an Act of Congress unconstitutional in any 
civil action, suit, or proceeding to which the United States or any of 
its agencies, or any officer or employee thereof, as such officer or 
employee, is a party. 

* * * * * * a 


§ 1293. FINAL DECISIONS OF PUERTO RICO [AND HAWAII] SUPREME 
court[s] 

The court[s] of appeals for the First [and Ninth] Circuit[s] 
shall have jurisdiction of appeals from all final decisions of the supreme 
court{s] of Puerto Rico [and Hawaii, respectively,] in all cases 
involving the Constitution, laws or treaties of the United States or 
any authority exercised thereunder, in all habeas corpus proceedings, 
and in all other civil cases where the value in controversy exceeds 
$5,000, exclusive of interest and costs. 


§ 1294. CircuITs IN WHICH DECISIONS REVIEWABLE. 

Appeals from reviewable decisions of the district and territorial 
courts shall be taken to the courts of appeals as follows: 

(1) From a district court of the United States to the court of ap- 


peals for the circuit embracing the district; 

(2) From the District Court for the Territory of Alaska or any 
division thereof, to the Court of Appeals for the Ninth Circuit; 

(3) From the United States District Court for the District of the 
Canal Zone, to the Court of Appeals for the Fifth Circuit; 

(4) From the District Court of the Virgin Islands, to the Court of 
Appeals for the Third Curcuit; 

(5) From the Supreme Court of Hawaii, to the Court of Appeals 
for the Ninth Circuit ;] 

[(6)] (4) From the Supreme Court of Puerto Rico, to the Court of 
Appeals for the First Circuit. 

7] (6) From the District Court of Guam to the Court of Appeals 
for the Ninth Circuit. 


Titte 18, Untrep Srarges CopE 


§3771. PrRoceEDURE TO AND INCLUDING VERDICT. 


The Supreme Court of the United States shall have the power 
to prescribe, from time to time, rules of pleading, practice, and pro- 
cedure with respect to any or all proceedings prior to and including 
verdict, or finding of guilty or not guilty by the court if a jury has 
been waived, or plea of guilty, in criminal cases and proceedings to 
punish for criminal contempt of court in the United States district 
courts, in the district courts for the Territory of Alaska, the district 
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of the Canal Zone and the Virgin Islands, in the Supreme Courtf[s 
of [Hawaii and] Puerto Rico, and -in proceedings before United 
States commissioners. Such rules shall not take effect until they 
have been reported to Congress by the Chief Justice at or after thy 
beginning of a regular session thereof but not later than the first day 
of May, and until the expiration of ninety days after they have Ne 
thus reported. All laws in conflict with such rules shall be of no further 
force or effect after such rules have taken effect. 

Nothing in this title, anything therein to the contrary notwithstand. 
ing, shall in any way limit, supersede, or repeal any such rules here. 
tofore prescribed by the Supreme Court. 


§ 3772. PRocreDURE AFTER VERDICT. 

The Supreme Court of the United States shall have the power to 
prescribe, from time to time, rules of practice and procedure with 
respect to any or all proceedings after verdict, or finding of guilt 
by the court if a jury has been waived, or plea of guilty, in criminal 
cases and proceedings to punish for criminal contempt in the United 
States district courts, in the district courts for the Territory of Alaska, 
the District of the Canal Zone, and the Virgin Islands, in the Supreme 

Court[s] of [Hawaii and] Puerto Rico, in the U nited States courts 
of appeals, in the United States Court of Appeals for the District of 
Columbia, and in the Supreme Court of the United States. This 
section shall not give the Supreme Court power to abridge the right 
of the accused to apply for withdrawal of a plea of cuilty, if pr 
application be made within ten days after entry of such plea, and 
before sentence is imposed. 

The right of appeal shall continue in those cases in which appeals 
are authorized by law, but the rules made as herein authogial may 
prescribe the times for and manner of taking appeals and applying 
for writs of certiorari and preparing records “and bills of exceptions 
and the conditions on which supersedeas or bail may be allowed 

The Supreme Court may fix the dates when such rules shall take 
effect and the extent to which they shall apply to proceedings then 
pending, and after they become effective all laws in conflict therewith 
shall be of no further force. 

Nothing in this title, anything therein to the contrary notwith- 
standing, shall in any way limit, “supersede, or repeal any such rules 
heretofore prescribed by the Supreme Court. 


IMMIGRATION AND Nationauity Act (8 U.S. C. Ch. 12) 
TITLE I—GENERAL 
DEFINITIONS 
SEcTION 101. (a) As used in this Act— 


* >* * * * * * 


(36) The term “State” includes (except as used in section 310 (a) 
of title III) Alaska, [Hawaii,] the District of Columbia, Puerto 
Rico, Guam, and the irgin Islands of the United States, 


* . * - ” io * 


0 (a) 
‘uerto 
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TITLE II—IMMIGRATION 


GENERAL CLASSES OF ALIENS INELIGIBLE TO RECEIVE VISAS AND 
EXCLUDED FROM ADMISSION 


Sec. 212. (a) * * * 


* * * . ®& * * +. 
(d) (1) *x* * * 
rs * * a * * + 


(7) The provisions of subsection (a) of this section, except para- 
graphs (20), (21), and (26), shall be applicable to any alien who shall 
leave [Hawaii,] Alaska, Guam, Puerto Rico, or the Virgin Islands 
of the United States, and who seeks to enter the continental United 
States or any other place under the jurisdiction of the United States[: 
Provided, That persons who were admitted to Hawaii under the last 
sentence of section 8 (a) (1) of the Act of March 24, 1934, as amended 
(48 Stat. 456), and aliens who were admitted to Hawaii as nationals 
of the United States shall not be excepted by this paragraph from the 
application of paragraphs (20) and (21) of subsection (a) of this 
section, unless they belong to a class declared to be nonquota immi- 
grants under the provisions of section 101 (a) (27) of this Act, other 
than subparagraph (C) thereof, or unless they were admitted to 
Hawaii with an immigration visa]. * * * 

* * * * * * + 


TITLE III—NATIONALITY AND NATURALIZATION 


+ * * * * * * 
JURISDICTION TO NATURALIZE 


Sec. 310. (a) Exclusive jurisdiction to naturalize persons as citizens 
of the United States is hereby conferred upon the following specified 
courts: District courts of the United States now existing, or which 
may hereafter be established by Congress in any State, [District 
Courts of the United States for the Territories of Hawaii and Alaska,] 
District Court of the United States for the Territory of Alaska, and for 
the District of Columbia and for Puerto Rico, the District Court of 
the Virgin Islands of the United States, and the District Court of 
Guam; also all courts of record in any State or Territory now existing, 
or which may hereafter be created, having a seal, a clerk, and juris- 
diction in actions at law or equity, or law and equity, in which the 
amount in controversy is unlimited. * * * 

* * * * * * * 





Act or Aprit 30, 1900 (31 Srar. 159), as AMENDED 


[Sxc. 86. The laws of the United States relating to removal of 
causes, appeals and other matters and proceedings as between the 
courts of the United States and the courts of the several States shall 
(eee in such matters and proceedings as between the courts of the 

nited States and the courts of the Territory of Hawaii. 


23004 Res., Vol. 4—S. Rept. 1164, 85—1, O 60—64a 
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[Sec. 92. That the following officers shall receive the following 
annual salaries, to be paid by the United States: The governor, 
$15,000; the secretary of the Territory, $5,400; the chief justice of the 
Supreme Court of the Territory, $7,500; the associate judges of the 
Supreme Court, $7,000 each; the judges of the circuit courts, $6,000 
each; the United States district attarney, $5,000; the United States 
marshal, $5,000. The governor shall receive annually from the United 
States, in addition to his salary, (1) the sum of $1,000 for stationery, 
postage, and incidentals, and (2) his traveling expenses while absent 
rom the capital on official business. The governor is authorized to 
employ a private secretary who shall receive an annual salary of 
$3,000, to be paid by the United States. ] 





Act or May 29, 1928 (45 Srat. 997) 


[Be it enacted by the Senate and House of Representatives of the 
United States of America in Congress assembled, That the following 
salaries shall be paid to the several judges hereinafter mentioned, 
namely: 

[To the chief justice of the Supreme Court of the Territory of 
Hawaii, $10,500 per year, and to each of the associate justices thereof 
the sum of $10,000 per year. 

[To the chief justice of the Supreme Court of the Territory of 
Porto Rico, $10,500 per year, and to each of the associate justices 
thereof the sum of $10,000 per year. 

[To the judge of the District Court of the Virgin Islands of the 
United States, $7,500 per year. 

[To the chief justice of the Supreme Court of the Philippine Islands, 
$10,500 per year, and to each of the associate justices thereof the sum 
of $10,000 per year. 

[To the judge of the United States Court of China, $10,000 per 
year. 

[To each of the justices of the Circuit Court for the First Circuit 
of the Territory of Hawaii the sum of $7,500 and to each of the 
justices of the Circuit Courts for the Second, Third, Fourth, and 
Fifth Circuits of the Territory of Hawaii the sum of $7,000. 

[Sec. 2. That all of said salaries shall be paid in equal monthly 
installments. 

(Sec. 3. This Act shall take effect on the first day of the first 
month next following its approval.] 





Section 506 oF THE MercHANT Marine Act, 1936, as AMENDED 
(49 Strat. 1999, as AMENDED) 


Every owner of a vessel for which a construction-differential 
subsidy has been paid shall agree that the vessel shall be operated 
exclusively in foreign trade, or on a round-the-world voyage, or 
on a round voyage from the west coast of the United States to a 
European port or ports which includes intercoastal ports of the United 
States, or a round voyage from the Atlantic coast of the United States 
to the Orient which includes intercoastal parts of the United States, 
or on a voyage in foreign trade on which the vessel may stop at the 
State of Hawaii, or an island possession or island territory of the 
United States, and that if the vessel is operated in the domestic trade 
on any of the above-enumerated services, he will pay annually to the 
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Commission that proportion of one-twentieth of the construction- 
differential subsidy paid for such vessel as the gross revenue derived 
from the domestic trade bears to the gross revenue derived from the 
entire voyages completed during the preceding year. -The Commis- 
sion may consent in writing to the temporary transfer of such vessel 
to service other than the service covered by such agreement for periods 
not exceeding six months in any year, whenever the Commission may 
determine that such transfer is necessary or appropriate to carry out 
the purposes of this chapter. Such consent shall be conditioned upon 
the agreement by the owner to pay to the Commission, upon such 
terms and conditions as it may prescribe, an amount which bears the 
same proportion to the construction-differential subsidy paid by the 
Commission as such temporary period bears to the entire economic life 
of the vessel. No operating- ifferential subsidy shall be paid for the 
operation of such vessel for such temporary period. 


Section 605 (a) or THE MercHant Marine Act, 1936, as AMENDED 
(49 Stat. 2003, as AMENDED) 


No operating-differential subsidy shall be paid for the operation 
of any vessel on a voyage on which it engages in coastwise or inter- 
coastal trade: Provided, however, That such subsidy may be paid 
on a round-the-world voyage or a round voyage from the west coast 
of the United States to a European port or ports or a round voyage 
from the Atlantic coast to the Orient which includes intercoastal 
ports of the United States or a voyage in foreign trade on which 
the vessel may stop at the State of Hawaii, or an island possession 
or island territory of the United States, and if the subsidized vessel 
earns any gross revenue on the carriage of mail, passengers, or cargo 
by reason of such coastal or intercoastal trade the subsidy payment 
for the entire voyage shall be reduced by an amount which bears the 
same ratio to the subsidy otherwise payable as such gross revenue 
bears to the gross revenue derived from the entire voyage. No vessel 
operating on the Great Lakes or on the inland waterways of the United 
States shall be considered for the purposes of this chapter to be 
operating in foreign trade. 


Section 714 or THE MercHANT Marine Act, 1936, as AMENDED 
(49 Srat. 2011, as AMENDED) 


If the Commission shall find that any trade route (determined 
by the Commission to be an essential trade route as provided in 
section 1121 of this title) cannot be successfully developed and 
maintained and the Commission’s replacement program cannot be 
achieved under private operation of such trade route by a citizen 
of the United States with vessels registered under the laws thereof, 
without further Government aid in addition to the financial aids 
authorized under sections 1151—1182 of this title, the Commission is 
authorized to have constructed, in private shipyards or in navy yards, 
the vessel or vessels of the types deemed necessary for such trade route, 
and to demise such new vessel or vessels on bareboat charter to the 
American-flag operator established on such trade route, without 
advertisement or competitition, upon an annual charter hire of not 
less than 5 per centum of the price (herein referred to as the “foreign 
cost”) at which such vessel or vessels would be sold if constructed 
under sections 1151-1161 of this title plus 3% per centum of the de- 
preciated foreign cost computed annually upon the basis of a twenty- 
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year life of the vessel. Such charter may contain an option to the 
charterer to purchase such vessel or vessels from the Commission 
within five years after delivery thereof under the charter, upon the 
same terms and conditions as are provided in sections 1151-1161 of this 
title for the purchase of new vessels from the Commission, except that 
(a) the purchase price shall be the foreign cost less depreciation to the 
date of purchase based upon a twenty-year life; (b) the required cash 
payment payable at the time of such purchase shall be 25 per centum 
of the purchase price as so determined; (c) the charter may provide 
that all or any part of the charter hire paid in excess of the minimum 
charter hire provided for in this section may be credited against the 
cash payment payable at the time of such purchase; (d) the balance of 
the purchase price shall be paid within the years remaining of the 
twenty years after the date of delivery of the vessel under the charter 
and in approximately equal annual installments, except that the 
first of said installments, which shall be payable upon the next ensuing 
anniversary date of such delivery under the charter, shall be a propor- 
tionate part of the annual installment, interest to be payable upon the 
unpaid balances of 3% per centum per annum from the date of 
purchase. 

Such charter shall provide for operation of the vessel exclusively 
in foreign trade, or on a round-the-world voyage, or on a round voyage 
from the west coast of the United States to a European port or ports 
which includes intercoastal ports of the United States, or a round 
voyage from the Atlantic coast of the United States to the Orient 
which includes intercoastal ports of the United States, or on a voyage 
in foreign trade on which the vessel may stop at the State of Hawau, 
or an island possession or island Territory of the United States, and 
if the vessel is operated in the domestic trade on any of the above- 
enumerated services the charterer will pay annually to the Commis- 
sion that proportion of one-twentieth of the difference between the 
domestic and foreign cost of such vessel as the gross revenue derived 
from the domestic trade bears to the gross revenue derived from the 
entire voyages completed during the preceding year. 


Tue First PARAGRAPH OF SECTION 2 OF THE FEDERAL RESERVE ACT 
(38 Strat. 251, 252) 


FEDERAL RESERVE DISTRICTS 


Src. 2. As soon as practicable, the Secretary of the Treasury, the 
Secretary of Agriculture and the Comptroller of the Currency, acting 
as ““The Reserve Bank Organization Committee,” shall designate not 
less than eight nor more than twelve cities to be known as Federal 
Reserve cities, and shall divide the continental United States, exclud- 
ing Alaska, into districts, each district to contain only one of such 
Federal Reserve cities. The determination of said organization 
committee shall not be subject to review except by the Board of 
Governors of the Federal Reserve System when organized: Provided, 
That the districts shall be apportioned with due regard to the con- 
venience and customary course of business and shal] not necessarily 
be coterminous with any State or States. The districts thus created 
may be readjusted and new districts may from time to time be created 
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by the Board of Governors of the Federal Reserve System, not to 
exceed twelve in all. Such districts shall be known as Federal Reserve 
districts and may be designated by number. [A majority of the 
organization committee shall constitute a quorum with authority to 
act.) When the State of Hawaii or any State is hereafter admitted to 
the Union the Federal Reserve districts shall be readjusted by the Board 
of Governors of the Federal Reserve System in such manner as to include 
such State. Every national bank in any State shall, upon commencing 
business or unthin ninety days after admission into the Union of the 
State in which it is located, become a member bank of the Federal Reserve 
System by subscribing and paying for stock in the Federal Reserve bank 
of its district in accordance with the provisions of this Act and shall 
thereupon be an insured bank under the Federal Deposit Insurance Act, 
and failure to do so shall subject such bank to the penalty provided by 
the sixth paragraph of this section. 


Act oF JUNE 15, 1950 (64 Srart. 217) 


That the jurisdiction of the United States District Court for the 
District of Hawaii is hereby extended to all civil and criminal cases 
arising on or within the Midway Island, Wake Island, Johnston Island, 
Sand Island, Kingman Reef, Kure Island, Palmyra Island, Baker 
Island, Howland Island, Jarvis Island, and, having regard to the 
special status of Canton and Enderbury Islands pursuant to an agree- 
ment of April 6, 1939, between the Governments of the United States 
and of the United Kingdom to set up a regime for their use in common, 
the said jurisdiction is also extendegl to all civil and criminal cases 
arising on or within Canton Island and Enderbury Island: Provided, 
That such extension to Canton and Enderbury Islands shall in no way 
be construed to be prejudicial to the claims of the United Kingdom to 
said islands in spaniel with the agreement. All civil acts and 
deeds consummated and taking place on any of these is'ands or in 
the waters adjacent thereto, and all offenses and crimes committed 
thereon, or on or in the waters adjacent thereto, shall be deemed to 
have been consummated or committed on the high seas on board a 
merchant vessel or other vessel belonging to the United States and 
shall be adjudicated and determined or adjudged and punished ac- 
cording to the laws of the United States relating to such civil acts or 
offenses on such ships or vessels on the high seas, which laws for the 
purpose aforesaid are extended over such islands, rocks, and keys. 

The laws of the United States relating to juries and jury trials shall 
be applicable to the trial of such cases before said district court. 
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APPENDIX A 


THE CONSTITUTION OF THE STATE OF HAWAII 


PREAMBLE 


We, the people of the State of Hawaii, grateful for Divine Guidance, and mindful 
of our Hawaiian heritage, reafirm our belief in a government of the people, by the 
people and for the people, and with an understanding heart toward all the peoples 
of the earth, do hereby ordain and establish this constitution for the State of Hawaii. 


FEDERAL CONSTITUTION ADOPTED 


The Constitution of the United States of America is adopted on behalf of the 
people of the State of Hawaii. 


Political Power 


Rights of Man 


Freedom of 
Religion, Speech, 
Press, Assembly 
and Petition 


Due Process 


and Equal 
Protection 


Searches and 
Seizures 


ARTICLE I 
BILL OF RIGHTS 


SecTION 1. All political power of this State is inherent in 
the people; and the responsibility for the exercise thereof rests 
with the people. All government is founded on this authority. 


SecTion 2. All persons are free by nature and are equal 
in their inherent and inalienable rights. Among these rights 
arc the enjoyment of lite, liberty and the pursuit of happiness, 
and the acquiring and possessing of property. These rights 
cannot endure unless the people recognize their corresponding 
obligations and responsibilities. 


Section 3. No law shall be enacted respecting an establish- 
ment of religion or prohibiting the free exercise thereof, or 
abridging the freedom of speech or of the press, or the right of 
the people peaceably to assemble and to petition the government 
for a redress of grievances, 


Section 4. No person shall be deprived of life, liberty 
or property without due process of law, nor be denied the equal 
protection of the laws, nor be denied the enjoyment of his civil 
rights or be discriminated against in the exercise thereof because 
of race, religion, sex or ancestry. 


SecTion 5. The right of the people to be secure in their 
persons, houses, papers and effects, against unreasonable searches 
and seizures, shall not be violated; and no warrants shall issue, 
but upon probable cause, supported by oath or affirmation, and 
particularly describing the place to be searched and the persons 
or things to be seized. 


39 
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Rights of 
Citizens 


Enlistment, 
Segregation 


Indictment, 
Trial by Jury, 
Criminal Cases 


Bail, Excessive 
Punishment 


Trial by Jury, 
Civil Cases 


Rights of 
Accused 


Jury Service 


Habeas Corpus 
and Suspension 
of Laws 


Supremacy of 
Civil Power 


Right to Bear 
Arms 


SEecTION 6. No citizen shall be disfranchised, or deprived 
of any of the rights or privileges secured to other citizens, unless 
by the law of the land. 


SecTION 7. No citizen shall be denied enlistment in an 
military organization of this State nor be segregated therein 
because of race, religious principles or ancestry. 


Section 8. No person shall be held to answer for a capital 
or otherwise infamous crime, unless on a presentment or indict. 
ment of a grand jury, except in cases arising in the armed forces 
when in actual service in time of war or public danger; nor 
shall any person be subject for the same offense to be twice put 
in jeopardy; nor shall any person be compelled in any criminal 
case to be a witness against himself. 


SecTion 9. Excessive bail shall not be required, nor 
excessive fines imposed, nor cruel or unusual punishments 
inflicted. 


Section 10. In suits at common law where the value in 
controversy shall exceed one hundred dollars, the right of trial 
by jury shall be preserved. The legislature may provide for a 
verdict by not less than three-fourths of the members of the jury. 


SecTIon 11. In all criminal prosecutions, the accused shall 
enjoy the right to a speedy and public trial, by an impartial jury 
of the district wherein the crime shall have been committed, 
which district shall have been previously ascertained by law, 
or of such other district to which the prosecution may be removed 
with the consent of the accused; to be informed of the nature 
and cause of the accusation; to be confronted with the witnesses 
against him; to have compulsory process for obtaining witnesses 
in his favor ; and to have the assistance of counsel for his defense, 


SecTIon 12. No person shall be disqualified to serve as a 
juror because of sex. 


Section 13. The privilege of the writ of habeas corpus 
shall not be suspended, unless when in cases of rebellion or 
invasion the public safety may require it. 

The power of suspending the privilege of the writ of habeas 
corpus, and the laws or the execution thereof, shall never be 
exercised except by the legislature, or by authority derived from 
it to be exercised in such particular cases only as the legislature 
shall expressly prescribe. 


SecTion 14. The military shall be held in strict subordina- 
tion to the civil power. 


Section 15. A well regulated militia being necessary to 
the security of a free state, the right of the people to keep and 
bear arms shall not be infringed. 
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Quartering of 
Soldiers 


Imprisonment 
For Debt 


Eminent Domain 


Limitations on 
Special Privileges 


Construction 


Qualifications 


Disqualifications 


Residence 


Registration, 
Voting 


Elections 


Section 16. No soldier or member of the militia shall, 
in time of peace, be quartered in any house, without the consent 
of the owner or occupant, nor in time of war, except in a manner 
prescribed by law. 


Section 17. There shall be no imprisonment for debt. 


Section 18. Private property shall not be taken for public 
use without just compensation. 


Section 19. The power of the State to act in the general 
welfare shall never be impaired by the making of any irrevocable 
grant of special privileges or immunities. 


Section 20. The enumeration of rights and privileges shall 
not be construed to impair or deny others retained by the people. 


ARTICLE II 
SUFFRAGE AND ELECTIONS 


Section 1. Every citizen of the United States, who shall 
have attained the age of twenty years, have been a resident of 
this State not less than one year next preceding the election 
and be a voter registered in accordance with law, shall be 
qualified to vote in any state or local election. No person shall 
be qualified to vote unless he is also able, except for physical 
disability, to speak, read and write the English or Hawaiian 
language. 


SecTION 2. No person who is non compos mentis and no 
person convicted of felony, unless pardoned and restored to his 
civil rights, shall be qualified to vote. 


Section 3. No person shall be deemed to have gained or 
lost residence simply because of his presence or absence while 
employed in the service of the United States, or while engaged 
in navigation or while a student at any institution of learning. 


Section 4. The legislature shall provide for the registra- 
tion of voters and for absentee voting; and shall prescribe the 
method of voting at all elections. Secrecy of voting shall be 
preserved. 


Section 5. General elections shall be held on the first 
Tuesday after the first Monday in November in all even- 
numbered years, Special elections may be held in accordance 
with law. Contested elections shall be determined by a court 
of competent jurisdiction in such manner as shall be provided 
by law. 
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Legislative 
Power 


Senate; Districts; 
Composition 


House of 
Representatives; 
Composition 


Reapportionment 
of House 





OF STATE OF HAWAII INTO THE UNION 
ARTICLE III 
THE LEGISLATURE 


SecTION 1. The legislative power of the State shall be 
vested in a legislature, which shall consist of two houses, a 
senate and a house of representatives. Such power shall extend 
to all rightful subjects of legislation not inconsistent with this 
constitution or the Constitution of the United States. 


SECTION 2. The senate shall be composed of twenty-five 
members, who shall be elected by the qualified voters of the 
respective senatorial districts. The districts, and the number 
of senators to be elected from each, shall be as follows: 

First senatorial district: that portion of the island of Hawaii 
known as Puna, Hilo and Hamakua, five; 

Second senatorial district: that portion of the island of 
Hawaii known as Kau, Kona and Kohala, two; 

Third senatorial district: the islands of Maui, Molokai, 
Lanai and Kahoolawe, five; 

Fourth senatorial district: that portion of the island of Oahu 
lying east and south of Nuuanu Street and Pali Road and the 
upper ridge of the Koolau Range from the Nuuanu Pali to 
Makapuu Point and all other islands not specifically enumerated, 
five; 

Fifth senatorial district: that portion of the island of Oahu 
lying west and north of the fourth senatorial district, five; and 

Sixth senatorial district: the islands of Kauai and Niihau, 
three. 


SecTION 3. The house of representatives shall be composed 
of fifty-one members, who shall be elected by the qualified voters 
of the respective representative districts. Until the next reap- 
portionment, the representative districts and the number of 
representatives to be elected from each shall be as set forth in 


the Schedule. 


Section 4. On or before June 1 of the year 1959, and of 
each tenth year thereafter, the governor shall reapportion the 
members of the house of representatives in the following manner: 
The total number of representatives shall first be reapportioned 
among four basic areas, namely, (1) the island of Hawaii, (2) 
the islands of Maui, Molokai, Lanai and Kahoolawe, (3) the 
island of Oahu and all other islands not specifically enumerated, 
and (4) the islands of Kauai and Niihau, on the basis of the 
number of voters registered at the last preceding general election 
in each of such basic areas and computed by the method known 
as the method of equal proportions, no basic area to receive less 
than one member. Upon the determination of the total number 
of representatives to which each basic area is entitled, such total 
shall be reapportioned among the one or more representative 
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districts within each basic area on the basis of the number of 
voters registered at the last preceding general election within 
each of such representative districts and computed by the method 


j 
be | known as the method of equal proportions, no representative 
3, 4 district to receive less than one member. Upon any reapportion- 
tend | ment, should the total number of voters registered in any 
i representative district be less than one-half of the quotient 
) obtained by dividing the total number of voters registered in the 
State by the total number of members to which the house is 
y-five entitled, then, as part of such reapportionment, the basic area 


f the within which such representative district lies shall be redistricted 
mber | by the governor in such manner that the total number of voters 

registered in each new representative district therein shall be 
awaii | more than one-half of such quotient. 


The governor shall thereupon issue a proclamation showing 


dof the results ot such reapportionment, and such reapportionment 
shall be effective for the election of members to such house for 

lokai, the next five succeeding legislatures. 

Oahu si Mandamus Original jurisdiction is hereby vested in the supreme court 

an «| of the State to be exercised on the application of any registered 

ali to voter, made within thirty days following the date specified above, 

rated, | to compel, by mandamus or otherwise, the governor to perform 
the above duty; and made within thirty days following the date 

Oahu | of such proclamation, to compel, by mandamus or otherwise, the 

and correction of any error made in such reapportionment. 

— Election of Section 5. The members of the legislature shall be elected 

Members; at general elections. The term of office of members of the house 

nposed Term of representatives shall be two years beginning with their election 
voters and ending on the day of the next general election, and the term 
t reap- of office of members of the senate shall be four years beginning 
ber of with their election and ending on the day of the second general 
rth in election after their election. 

Vacancies Section 6. Any vacancy in the legislature shall be filled 
and of for the unexpired term in such manner as may be prescribed by 
ion the law, or, if no provision be made by law, by appointment by the 
anner: governor for the unexpired term. 
rtioned 
ii, (2) Qualifications Section 7. No person shall be eligible to serve as a member 
3) the of Members of the senate unless he shall have attained the age of thirty years, 
erated, have been a resident of the State for not less than three years and 
of the be a qualified voter of the senatorial district from which he seeks 
election to be elected. No person shall be eligible to serve as a member 
known of the house of representatives unless he shall have attained the 
ive less age of twenty-five years, have been a resident of the State for 
number not less than three years and be a qualified voter of the repre- 
ch total sentative district from which he seeks to be elected. 


entative 
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Section 8. No member of the legislature shall be held to 
answer before any other tribunal for any statement made or 
action taken in the exercise of his legislative functions; and 
members of the legislature shall, in all cases except felony or 
breach of the peace, be privileged from arrest during their 
attendance at the sessions of their respective houses, and in going 
to and returning from the same. 


SgcTion 9. No member of the legislature shall hold any 
other public office under the State, nor shall he, during the 
term for which he is elected or appointed, be elected or appointed 
to any public office or employment which shall have been 
created, or the emoluments whereof shall have been increased, 
by legislative act during such term. The term “public office”, 
for the purposes of this section, shall not include notaries public, 
reserve police officers or officers of emergency organizations for 
civilian defense or disaster relief. The legislature may prescribe 
further disqualifications. 


Section 10. The members of the legislature shall receive 
such salary and allowances as may be prescribed by law, but 
any increase or decrease in the amount thereof shall not apply to 
the legislature which enacted the same. No salary shall be 
payable when the senate alone is convened in special session, or 
when the legislature convenes in special session pursuant to 
Section 17 of this article. 


Section 11. Regular sessions of the legislature shall be 
held annually. The governor may convene the legislature, or 
the senate alone, in special session. All sessions shall be held 
at the capital of the State. In case the capital shall be unsafe, 
the governor may direct that any session shall be held at some 
other place. Regular sessions in odd numbered years shall be 
known as “general sessions” and regular sessions in even 
numbered years shall be known as “budget sessions”. 


At budget sessions the legislature shall be limited to the 
consideration and enactment of the general appropriations bill 
for the succeeding fiscal year and bills to authorize proposed 
capital expenditures, revenue bills necessary therefor, urgency 
measures deemed necessary in the public interest, bills calling 
elections, proposed constitutional amendments and bills to pro- 
vide for the expenses of such session and the special session to be 
convened thereafter in accordance with the provisions of Section 
17 of this article. The legislature may also consider and act 
upon matters relating to the impeachment or removal of officers. 
No urgency measure shall be considered unless a statement of 
facts constituting such urgency shall be set forth in one section 
thereof and until such section shall have been first approved by 
each house. The approval of such section and the final passage 
of such measure in each house shall require a two-thirds vote of 
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d to all the members to which such house is entitled, taken by ayes 
2 oF and noes and entered upon its journal. 

and | Sessions; Regular sessions shall commence at 10:00 o'clock a. m., on’ 
y © Commencement; the third Wednesday in February. General sessions shall be 
heir Duration limited to a period of sixty days and budget sessions and special 
oing sessions to a period of thirty days, but the governor may extend 


any session for not more than thirty days. Sundays and holidays 
shall be excluded in computing the number of days of any 


any : 

the session. 

nted Adjournment Section 12. Neither house shall adjourn during any 

been session of the legislature for more than three days, or sine die, 

ee without the consent of the other. 

Ci ; 

lic | Organization; Section 13. Each house shall be the judge of the elections, 

3 for | Discipline: returns and qualifications of its own members and shall have, 

cribe Rules; for misconduct, disorderly behavior or neglect of duty of any 

) Procedure member, power to punish such member by censure or, upon a 

two-thirds vote of all the members to which such house is 

ceive entitled, by suspension or expulsion of such member. Each 

_ but house shall choose its own officers, determine the rules of its 

ly to proceedings and keep a journal. The ayes and noes of the 

ll be members on any question shall, at the desire of one-fifth of the 

Z or members present, be entered upon the journal. 

it to 


Twenty days after a bill has been referred to a committee 
in either house, the same may be recalled from such committee 
Il be by the affirmative vote of one-third of the members to which 
| such house is entitled. 


, OF 
held Quorum; Section 14. A majority of the number of members to 
safe, | Compulsory which each house is entitled shall constitute a quorum of such 
some Attendance house for the conduct of ordinary business, of which quorum 
Il be a majority vote shall suffice; but the final passage of a bill in 
even each house shall require the vote of a majority of all the members 
to which such house is entitled, taken by ayes and noes and 
» the entered upon its journal. A smaller number than a quorum 
$ bill may adjourn from day to day and may compel the attendance 
posed of absent members in such manner and under such penalties as 
gency each house may provide. 
alling Bills; Section 15. No law shall be passed except by bill. Each 
) pro- Enactment law shall embrace but one subject, which shall be expressed in 
to be its title. The enacting clause of each law shall be, “Be it 
ro enacted by the legislature of the State of Hawaii.” 
ia ac 
cers. Passage of SecTion 16. No bill shall become law unless it shall pass 
nt of Bills three readings in each house, on separate days. Every bill when 
ection passed by the house in which it originated, or in which amend- 
ed by ments thereto shall have originated, shall immediately be 
assage certified by the presiding officer and clerk and sent to the other 


ote of house for consideration. 
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SecTion 17. Every bill which shall have passed the legis. 
lature shall be certified by the presiding officers and clerks of 
both houses and shall thereupon be presented to the governor, 
If he approves ic, he shall sign it and it shall become law, If 
the governor does not approve such bill, he may return it, with 
his objections to the legislature. He may veto any specific item 
or items in any bill which appropriates money for specific pur- 
poses by striking out or reducing the same; but he shall veto 
other bills, if at all, only as a whole. 

‘The governor shall have ten days to consider bills presented 
to him ten or more days before the adjournment of the legislature 
sine die, and if any such bill is neither signed nor returned by 
the governor within that time. it shall become law in like 
manner as if he had signed it. 


The governor shall have forty-five days, after the adjourn- 
ment of the legislature sine die, to consider bills presented to 
him less than ten days before such adjournment, or presented 
after adjournment, and any such bill shall become law on the 
forty-fifth day unless the governor by proclamation shall have 
given ten days’ notice to the legislature that he plans to return 
such bill with his objections on that day. The legislature may 
convene at or before noon on the forty-fifth day in special ses- 
sion, without call, for the sole purpose of acting upon any such 
bill returned by the governor. In case the legislature shall fail 
to so convene, such bill shall not become law. Any such bill 
may be amended to meet the governor’s objections and, if so 
amended and passed, only one reading being required in each 


house for such passage, it shall be presented again to the governor, 
but shall become law only if he shall sign it within ten days after 
presentation. 

Sundays and holidays shall be excluded in computing the 
number of days designated in this section. 


Section 18. Upon the receipt of a veto message from the 
governor, each house shall enter the same at large upon its 
journal and proceed to reconsider the vetoed bill, or the item 
or items vetoed, and again vote upon such bill, or such item or 
items, by ayes and noes, which shall be entered upon its journal. 
If after such reconsideration such bill, or such item or items, 
shall be approved by a two-thirds vote of all members to which 
each house is entitled, the same shall become law. 


SecTIon 19. Each house may punish by fine, or by imprison- 
ment not exceeding thirty days, any person not a member of 
either house who shall be guilty of disrespect of such house by 
any disorderly or contemptuous behavior in its presence or that 
of any committee thereof; or who shall, on account of the 
exercise of any legislative function, threaten harm to the body 
or estate of any of the members of such house; or who shall 
assault, arrest or detain any witness or other person ordered to 


ith 
em 
ur- 
eto 


hat 
the 


yall 


| to 
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Impeachment 


Establishment of 
The Executive 


attend such house, on his way going to or returning therefrom; 
or who shall rescue any person arrested by order of such house. 
Any person charged with such an offense shall be informed 
in writing of the charge made against him, and have an oppor- 
tunity to present evidence and be heard in his own defense. 


Section 20. The governor and lieutenant governor, and 
any appointive officer for whose removal the consent of the 
senate is required, may be removed from office upon conviction 
of impeachment for such causes as may be provided by law. 

The house of representatives shall have the sole power of 
impeachment of the governor and lieutenant governor and the 
senate the sole power to try such impeachments, and no such 
officer shall be convicted without the concurrence of two-thirds 
of the members of the senate. When sitting for that purpose, 
the members of the senate shall be on oath or affirmation and 
the chief justice shall preside. Subject to the provisions of this 
paragraph, the legislature may provide for the manner and 
procedure of removal by impeachment of such officers. 

The legislature shall by law provide for the manner and 
procedure of removal by impeachment of the appointive officers. 

Judgments in cases of impeachment shall not extend beyond 
removal from office and disqualification to hold and enjoy any 
office of honor, trust or profit under the State; but the person 
convicted may nevertheless be liable and subject to indictment, 
trial, judgment and punishment according to law. 


ARTICLE IV 
THE EXECUTIVE 


SecTion 1. The executive power of the State shall be 
vested in a governor. 

The governor shall be elected by the qualified voters of this 
State at a general election. The person receiving the highest 
number of votes shall be the governor. In case of a tie vote, the 
selection of the governor shall be determined in accordance with 
law. 

The term of office of the governor shall begin at noon on 
the first Monday in December next following his election and 
end at noon on the first Monday in December, four years 
thereafter. 

No person shall be eligible to the office of governor unless 
he shall be a qualified voter, have attained the age of thirty-five 
years and have been a citizen of the United States for twenty 
years and a resident of this State for five years next preceding 
his election. 

The governor shall not hold any other office or employment 
of profit under the State or the United States during his term 
of office. 
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Section 2. There shall be a lieutenant governor, who 
shall have the same qualifications as the governor. He shall be 
elected at the same time, for the same term, and in the same 
manner, as the governor. He shall perform such duties as may 
be prescribed by law. 


Section 3. The compensation of the governor and of the 
lieutenant governor shall be prescribed by law, but shall not be 
less than eighteen thousand dollars, and twelve thousand dollars, 
respectively, per annum. Such compensation shall not be 
increased or diminished for their respective terms, unless by 
general law applying to all salaried officers of the State. When 
the lieutenant governor succeeds to the office of governor, he 
shall receive the compensation for that office. 


SecTION 4. When the office of governor is vacant, the 
lieutenant governor shall become governor. In the event of the 
absence of the governor from the State, or his inability to 
exercise and discharge the powers and duties of his office, such 
powers and duties shall devolve upon the lieutenant governor 
during such absence or disability. 


When the office of lieutenant governor is vacant, or in the 
event of the absence of the lieutenant governor from the State, 
or his inability to exercise and discharge the powers and duties 
of his office, such powers and duties shall devolve upon such 
officers in such order of succession as may be provided by law. 


In the event of the impeachment of the governor or of the 
lieutenant governor, he shall not exercise the powers of his 
office until acquitted. 


SecTion 5. The governor shall be responsible for the 
faithful execution of the laws. He shall be commander in 
chief of the armed forces of the State and may call out such 
forces to execute the laws, suppress or prevent insurrection or 
lawless violence or repel invasion. He shall, at the beginning 
of each session, and may, at other times, give to the legislature 
information concerning the affairs of the State and recommend 
to its consideration such measures as he shall deem expedient. 

The governor may grant reprieves, commutations and 
pardons, after conviction, for all offenses, subject to regulation 
by law as to the manner of applying for the same. The legis- 
lature may, by general law, authorize the governor to grant 
pardons before conviction, to grant pardons for impeachment 
and-to restore civil rights denied by reason of conviction of 
offenses by tribunals other than those of this State. 


The governor shall appoint an administrative director to 
serve at his pleasure. 
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vho Executive and SecTION 6. All executive and administrative offices, de- 
be Administrative partments and instrumentalities of the state government and 
ae Offices and their respective functions, powers and duties shall be allocated 
nay Departments by law among and within not more than twenty principal 


departments in such manner as to group the same according to 
major purposes so far as practicable. Temporary commissions 


the or agencies for special purposes may be established by law and 
a need not be allocated within a principal department. 
ars, 


Each principal department shall be under the supervision of 


be the governor and, unless otherwise provided in this constitution 
by or by law, shall be headed by a single executive. Such single 
hen executive shall be nominated and, by and with the advice and 
he consent of the senate, appointed by the governor and he shall 
hold office for a term to expire at the end of the term for which 
the the governor was elected. The governor may, by and with the 
the advice and consent of the senate, remove such single executive. 
to Whenever a board, commission or other body shall be the 
uch head of a principal department of the state government, the 
‘nor members thereof shall be nominated and, by and with the 
advice and consent of the senate, appointed by the governor. 
the The term of office and removal of such members shall be as 
= prescribed by law. Such board, commission or other body may 
ties appo.nt a principal executive officer, who, when authorized by 
wel law, may be ex officio a voting member thereof, and who may be 
: removed by a majority vote of the members appointed by the 
the governor, 
his The governor shall nominate and, by and with the advice 
and consent of the senate, appoint all officers for whose election 
or appointment provision is not otherwise made by this constitu- 
the tion or by law. The legislature may provide for the suspension 
in or removal for cause, by the governor, of any officer for whose 
uch removal the consent of the senate is required by this constitution. 
_ When the senate is not in session and a vacancy occurs in 
ing any office, appointment to which requires the confirmation of the 
senate, the governor may fill the office by granting a commission 
- which shall, unless such appointment is confirmed, expire at the 
M end of the next session of the senate; but the person so appointed 
and shall not be eligible for another interim appointment to such 
on office if the appointment shall have failed of confirmation by the 
gis senate. 
aa No person who has been nominated for appointment to any 
a office and whose appointment has not received the consent of 
the senate shall be eligible to an interim appointment thereafter 
. to such office. 


All officers appointed under the provisions of this section 
shall be citizens of this State and shall have been residents of 
the State for at least three years next preceding their appoint- 
ment. 


23004 Res., Vol. 4—S. Rept. 1164, 85-1, O 60—64b 
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ARTICLE V 
THE JUDICIARY 


SecTION 1. The judicial power of the State shall be vested 
in one supreme court, circuit courts, and in such inferior courts 
as the legislature may from time to time establish. ‘The several 
courts shall have original and appellate jurisdiction as provided 
by law. 


Section 2. The supreme court shall consist of a chief 
justice and four associate justices. When necessary, the chief 
justice shall assign a judge or judges of a circuit court to serve 
temporarily on the supreme court. In case ot a vacancy in the 
office of chief justice, or if he is ill, absent or otherwise unable 
to serve, an associate justice designated in accordance with the 
rules of the supreme court shall serve temporarily in his stead. 


SecTIOn 3. The governor shall nominate and, by and with 
the advice and consent of the senate, appoint the justices of the 
supreme court and the judges of the circuit courts. No nomina- 
tion shall be sent to the senate, and no interim appointment shall 
be made when the senate is not in session, until after ten days’ 
public notice by the governor. 


No justice or judge shall hold any other office or position of 
profit under the State or the United States. No person shall be 
eligible to such office who shall not have been admitted to 
practice law before the supreme court of this State for at least 
ten years. Any justice or judge who shall become a candidate 
for an elective office shall thereby forfeit his office. 


The term of office of a justice of the supreme court shall be 
seven years and that of a judge of a circuit court shall be six 
years. They shall receive for their services such compensation as 
may be prescribed by law, which shall not be diminished during 
their respective terms ot office, unless by general law applying to 
all salaried officers of the State. They shall be retired upon 
attaining the age of seventy years. They shall be included in any 
retirement law of the State. They shall be subject to removal 
from office upon the concurrence of two-thirds of the membership 
of each house of the legislature, sitting in joint session, for such 
causes and in such manner as may be provided by law. 


SECTION 4. Whenever a commission or agency, authorized 
by law for such purpose, shall certify to the governor that any 
justice of the supreme court or judge of a circuit court appears 
to be so incapacitated as substantially to prevent him from per- 
forming his judicial duties, the governor shall appoint a board 
of three persons to inquire into the circumstances and on their 
recommendation the governor may retire the justice or judge 
from office. 
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Section 5. The chief justice of the supreme court shall be 
the administrative head of the courts. He may assign judges 
from one circuit court to another for temporary service. With 
the approval of the supreme court he shall appoint an administra- 
tive director to serve at his pleasure. 


SecTION 6. The supreme court shall have power to promul- 
gate rules and regulations in all civil and criminal cases for all 
courts relating to process, practice, procedure and appeals, which 
shall have the force and effect of law . 


ARTICLE VI 
TAXATION AND FINANCE 


Section 1. The power of taxation shall never be sur- 
rendered, suspended or contracted away. 


SecTion 2. The land and other-property belonging to 
citizens of the United States residing without the State shall 
never be taxed at a higher rate than the lands and other property 
belonging to residents thereof. 


SecTIONn 3. All bonds and other instruments of indebtedness 
issued by or on behalf of the State or a political subdivision 
thereof must be authorized by the legislature, and bonds and 
other instruments of indebtedness of a political subdivision must 
also be authorized by its governing body. 

Sixty million dollars is established as the limit of the funded 
debt of the State at any time outstanding and unpaid. Bonds 
and other instruments of indebtedness in excess of such limit 
may be issued when authorized by a two-thirds vote of all the 
members to which each house of the legislature is entitled, 
provided such excess debt, at the time of authorization, would 
not cause the total of state indebtedness to exceed a sum equal 
to fifteen percent of the total of assessed values for tax rate 
purposes of real property in the State, as determined by the last 
tax assessment rolls pursuant to law. 

Instruments of indebtedness to meet appropriations for any 
fiscal period in anticipation of the collection of revenues for such 
period or to meet casual deficits or failures of revenue, which 
shall be payable within one year, and bonds or other instruments 
of indebtedness to suppress insurrection, to repel invasion, to 
defend the State in war or to meet emergencies caused by disaster 
or act of God, may be issued by the State under legislative 
authorization without regard to any debt limit. 

A sum equal to ten percent of the total of the assessed values 
for tax rate purposes of real property in any political sub- 
division, as determined by the last tax assessment rolls pursuant 
to law, is established as the limit of the funded debt of such 
political subdivision at any time outstanding and unpaid. The 
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aggregate, however, of such debts contracted by any political 
subdivision during a fiscal year shall not exceed two percent of 
the total of such assessed values in such political subdivision. 

Instruments of indebtedness to meet appropriations for any 
fiscal period in anticipation of the collection of revenues for such 
period or to meet casual deficits or failures of revenue, which 
shall be payable within one year, may be issued by any political 
subdivision under authorization of law and of its governing 
body, without regard to the limits of debt hereinabove provided, 

All bonds or other instruments of indebtedness for a term 
exceeding one year shall be in serial form maturing in substanti- 
ally equal annual installments, the first installment to mature 
not later than five years from the date of the issue of such series, 
and the last installment not later than thirty-five years from the 
date of such issue. Interest and principal payments shall be a 
first charge on the general revenues of the State or political 
subdivision, as the case may be. 

The provisions of this section shall not be applicable to 
indebtedness incurred under revenue bond statutes by a public 
enterprise of the State or political subdivision, or by a public 
corporation, when the only security for such indebtedness is the 
revenues of such enterprise or public corporation, or to indebted- 
ness incurred under special improvement statutes when the 
only security for such indebtedness is the properties benefited or 
improved or the assessments thereon. 

Nothing in this section shall prevent the refunding of any 
indebtedness at any time. 


Section 4. Within such time prior to the opening of each 
regular session as may be prescribed by law, the governor shall 
submit to the legislature a budget setting forth a complete plan 
of proposed general fund expenditures and anticipated receipts 
of the State for the ensuing fiscal period, together with such 
other information as the legislature may require. The budget 
shall be compiled in two parts, one setting forth all proposed 
operating expenditures for the ensuing fiscal period and the 
other, all capital improvements expenditures proposed to be 
undertaken during such period. The governor shall also, upon 
the opening of the session, submit bills to provide for such pro- 
posed expenditures and for any recommended additional revenues 
or borrowings by which the proposed expenditures are to be met. 
Such bills shall be introduced in the legislature upon the opening 
of each regular session. 


Section 5. No appropriation bill, except bills recommended 
by the governor for immediate passage, or to cover the expenses 
of the legislature, shall be passed on final reading until the bill 
authorizing operating expenditures for the ensuing fiscal period, 
to be known as the general appropriations bill, shall have been 
transmitted to the governor. 
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al Appropriations Section 6. No tax shall be levied or appropriation of 
of for Private public money or property made, nor shall the public credit be 
Purposes used, directly or indirectly, except for a public purpose. No 
ny Prohibited grant shall be made in violation of Section 3 of Article I of 
ch this constitution. 
ch Expenditure Section 7. Provision for the control of the rate of expendi- 
ral Controls tures of appropriated state moneys, and for the reduction of such 
: expenditures under prescribed conditions, shall be made by law. 
rm Auditor Section 8. The legislature, by a majority vote of each 
ti- house in joint session, shall appoint an auditor who shall serve 
ire for a period of eight years and thereafter until a successor shall 
es, have been appointed. The legislature, by a two-thirds vote of 
he the members in joint session, may remove the auditor from office 
a at any time for cause. It shall be the duty of the auditor to 
cal conduct post-audits of all transactions and of all accounts kept 
by or for all departments, offices and agencies of the State and 
to its political subdivisions, to certify to the accuracy of all finan- 
lic cial statements issued by the respective accounting officers and 
lic to report his findings and recommendations to the governor and 
he to the legislature at such times as shall be prescribed by law. 
od- He shall also make such additional reports and conduct such 
he other investigations as may be directed by the legislature. 


ARTICLE VII 


in 
’ LOCAL GOVERNMENT 

ach Political Section 1. The legislature shall create counties, and may 

all Subdivisions; create other political subdivisions within the State, and provide 

lan Creation, for the government thereof. Each political subdivision shall 

pts Powers have and exercise such powers as shall be conferred under general 

ich laws. 

o Local Section 2. Each political subdivision shall have power to 

h Self-Government; frame and adopt a charter for its own self-government within 

. Charter such limits and under such procedures as may be prescribed by 
law. 

on 

T0- Taxation and SecTion 3. The taxing power shall be reserved to the 

ues Finance State except so much thereof as may be delegated by the legis- 

ret. lature to the political subdivisions, and the legislature shall have 

ing the power to apportion state revenues among the several political 
subdivisions, 

ded Mandates; Section 4. No law shall be passed mandating any political 

ses Accrued Claims subdivision to pay any previously accrued claim. 

. : Statewide Laws Section 5. This article shall not limit the power of the 


rn legislature to enact laws of statewide concern. 
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ARTICLE VIII 
PUBLIC HEALTH AND WELFARE 


SecTion 1. The State shall provide for the protection and 
promotion of the public health. 


SecTion 2. The State shall have power to provide for 
treatment and rehabilitation, as well as domiciliary care, of 
mentally or physically handicapped persons. 


Section 3. The State shal! have power to provide assist. 
ance for persons unable to maintain a standard of living com- 
patible with decency and health. 


Section 4. The State shall have power to provide for, 
or assist in, slum clearance and the development or rehabilitation 
of substandard areas, including housing for persons of low 
income. 


Section 5. The State shall have power to conserve and 
develop its natural beauty, objects and places of historic or 
cultural interest, sightliness and physical good order, and for 
that purpose private property shall be subject to reasonable 
regulation. 


ARTICLE IX 
EDUCATION 


a 

Section 1. The State shall provide for the establishment, 
support and control of a statewide system of public schools free 
from sectarian control, a state university, public libraries and 
such other educational institutions as may be deemed desirable, 
including physical facilities therefor. There shall be no segre- 
gation in public educational institutions because of race, religion 
or ancestry; nor shall public funds be appropriated for the 
support or benefit of amy sectarian or private educational 
institution. 


Section 2. There shall be a board of education, the 
members of which shall be nominated and, by and with the 
advice and consent of the senate, appointed by the governor from 
panels submitted by local school advisory councils to be estab- 
lished by law. At least part of the membership of the board 
shall represent geographic subdivisions of the State. 


SecTion 3. The board of education shall have power, in 
accordance with law, to formulate policy, and to exercise control 
over the public school system through its executive officer, the 
superintendent of public instruction, who shall be appointed by 
the board and shall be ex officio a voting member thereof. 
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Section 4. The University of Hawaii is hereby established 
as the state university and constituted a body corporate. It 
shall have title to all the real and personal property now or 
hereafter set aside or conveyed to it, which shall be held in 
public trust for its purposes, to be administered and disposed of 
according to law. 


Section 5. There shall be a board of regents of the 
University of Hawaii, the members of which shall be nominated 
and, by and with the advice and consent of the senate, appointed 
by the governor. At least part of the membership of the board 
shall represent geographic subdivisions of the State. The 
president of the university and the superintendent of public 
instruction shall be ex officio voting members of the board. The 
board shall have power, in accordance with law, to formulate 
policy, and to exercise control over the university through its 
executive officer, the president of the university, who shall be 
appointed by the board. 
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Section 1. The legislature shall promote the conservation, 
development and utilization of agricultural resources, and fish, 
mineral, forest, water, land, game and other natural resources. 


Section 2. The legislature shall vest in one or more 
executive boards or commissions powers for the management of 
natural resources owned or controlled by the State, and such 
powers of disposition thereof as may be authorized by law; but 
land set aside for public use, other than for a reserve for con- 
servation purposes, need not be placed under the jurisdiction of 
such a board or commission. 


The mandatory provisions of this section shall not apply to 
the natural resources owned by or under the control of a 
political subdivision or a department or agency thereof. 


Section 3. All fisheries in the sea waters of the State not 
included in any fish pond or artificial inclosure shall be free to 
the public, subject to vested rights and the right of the State 
to regulate the same. 


Section 4. The legislative power over the lands owned 
by or under the control of the State and its political subdivisions 
shall be exercised only by general laws, except in respect to 
transfers to or for the use of the State, a political subdivision, 
or any department or agency thereof. 
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Section 5. The public lands shall be used for the develop- 
ment of farm and home ownership on as widespread a basis as 
possible, in accordance with procedures and limitations pre. 
scribed by law. 


ARTICLE XI 
HAWAIIAN HOME LANDS 


Section 1. Anything in this constitution to the contrary 
notwithstanding, the Hawaiian Homes Commission Act, 1920, 
enacted by the Congress, as the same has been or may be amended 
prior to the admission of the State, is hereby adopted as a law 
of the State, subject to amendment or repeal by the legislature, 
provided, that, if and to the extent that the United States shall so 
require, said law shall be subject to amendment or repeal only 
with the consent of the United States and in no other manner, 
provided, further, that, if the United States shall have been 
provided or shall provide that particular provisions or types of 
provisions of said Act may be amended in the manner required 
for ordinary state legislation, such provisions or types of pro- 
visions may be so amended. The proceeds and income from 
Hawaiian home lands shall be used only in accordance with the 
terms of said Act, and the legislature may, from time to time, 
make additional sums available for the purposes of said Act by 
appropriating the same in the manner provided by law. 


Section 2. The State and its people do hereby accept, as 
a compact with the United States, or as conditions or trust 
provisions imposed by the United States, relating to the manage- 
ment and disposition of the Hawaiian home lands, the require- 
ment that Section 1 hereof be included in this constitution, in 
whole or in part, it being intended that the Act or Acts of the 
Congress pertaining thereto shall be definitive of the extent and 
nature of such compact, conditions or trust provisions, as the 
case may be. The State and its people do further agree and 
declare that the spirit of the Hawaiian Homes Commission Act 
looking to the continuance of the Hawaiian homes projects for 
the further rehabilitation of the Hawaiian race shall be faith- 
fully carried out. 


ARTICLE XIl 


ORGANIZATION, COLLECTIVE BARGAINING 


Private 
Employees 
Public 
Employees 


SecTION 1. Persons in private employment shall have the 
right to organize for the purpose of collective bargaining. 


Section 2. Persons in public employment shall have the 
right to organize and to present and make known their grievances 
and proposals to the State, or any political subdivision or any 
department or agency thereof. 
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ARTICLE XIII 


)p- 

as STATE BOUNDARIES, CAPITAL, FLAG 

™ Boundaries SecTion 1. The State of Hawaii shall include the islands 
and territorial waters heretofore constituting the Territory of 
Hawaii. 

Capital SecTion 2. Honolulu, on the Island of Oahu, shall be the 

capital of the State. 

0 State Flag Section 3. The Hawaiian flag shall be the flag of the State. 

. ARTICLE XIV 

re, GENERAL AND MISCELLANEOUS PROVISIONS 

so 

ily Civil Service SecTION 1. The employment of persons in the civil service, 

er, as defined by law, of or under the State, shall be governed by the 

en merit principle. 

of Employees Section 2. Membership in any employees’ retirement 

ed Retirement system of the State or any political subdivision thereof shall be a 

- System contractual relationship, the accrued benefits of which shall not 

he be diminished or impaired. 

Disqualification Section 3. No person who advocates, or who aids or 

by for Disloyalty belongs to any party, organization or association which advocates, 
the overthrow by force or violence of the government of this 
State or of the United States shall be qualified to hold any 

as public office or employment. 

a Oath of Office Section 4. All public officers, before entering upon the 

: duties of their respective offices, shall take and subscribe to the 

re- : : “ 

ss following oath or affirmation: “I do solemnly swear (or affirm) 

he that I will support and defend the Constitution of the United 
States, and the Constitution of the State of Hawaii, and that l 

nd 7 ; . : 

nw will faithfully discharge my duties as 

oc eo beet 8 28=— |. er PB aaa bbl to the best of my ability.” The 

nd ; 7 ; 

ct legislature may prescribe further oaths or affirmations. 

for Intergovernmental Section 5. The legislature may provide for cooperation 

th- Relations on the part of this State and its political subdivisions with the 
United States, or other states and territories, or their political 
subdivisions, in matters affecting the public health, safety and 
general welfare, and funds may be appropriated to effect such 
cooperation. 

Federal Lands Section 6. The United States shall be vested with or 

the retain title to or an interest in or shall hold the property in the 
Territory of Hawaii set aside for the use of the United States 

he and remaining so set aside immediately prior to the admission of 

a this State, in all respects as and to the extent set forth in the 

ny act or resolution providing for the admission of this State to the 


Union. 








58 


Compliance 
with Trust 


Administration 
of Undisposed 
Lands 


Federal Property, 
Tax Exemption 


Hawaii National 


Park 


Judicial Rights 


Titles, Subtitles, 


Personal Pronouns; 


Construction 


General Power 


Provisions 
Self-Executing 


ADMISSION OF STATE 





OF HAWAII INTO THE UNION 


SecTiIon 7. Any trust provisions which the Congress shal] 
impose, upon the admission of this State, in respect of the lands 
patented to the State by the United States or the proceeds and 
income therefrom, shall be complied with by appropriate 
legislation. 


SecTION 8. The lands and other property, the final deter- 
mination and disposition of which shall not have been made by 
the Congress upon the admission of this State, shall, pending 
such determination and disposition, continue to be administered 
in accordance with the laws applicable thereto immediately prior 
to the admission of this State, except as the Congress may consent 
to any amendment of said laws, and no provision of this con- 
stitution for the exercise of powers or functions other than in 
accordance with such laws shall, without the consent of the 
Congress, apply to the lands or property so administered. 


Section 9. No taxes shall be imposed by the State upon 
any lands or other property now owned or hereafter acquired 
by the United States, except as the same shall become taxable 
by reason of disposition thereof by the United States or by 
reason of the consent of the United States to such taxation. 


SecTion 10. All provisions of the act or resolution admit- 
ting this State to the Union, or providing for such admission, 
which reserve to the United States jurisdiction of Hawaii 
National Park, or the ownership or control of lands within 
Hawaii National Park, are consented to fully by the State and 
its people. 


SecTi6n 11. All those provisions of the act or resolution 
admitting this State to the Union, or providing for such admis- 
sion, which reserve to the United States judicial rights or powers 
are consented to fully by the State and its people; and those 
provisions of said act or resolution which preserve for the State 
judicial rights and powers are hereby accepted and adopted, 
and such rights and powers are hereby assumed, to be exercised 
and discharged pursuant to this constitution and the laws of the 
State. 


Section 12. ‘Titles and subtitles shall not be used for 
purposes of construing this constitution. 

Whenever any personal pronoun appears in this constitution, 
it shall be construed to mean either sex. 


Section 13. The enumeration in this constitution of 
specified powers shall not be construed as limitations upon the 
power of the State to provide for the general welfare of the 
people. 


Section 14. The provisions of this constitution shall be 
self-executing to the fullest extent that their respective natures 
permit. 


y 


ADMISSION OF STATE OF HAWAII INTO THE UNION 59 


Methods of 
Proposal 


Constitutional 
Convention 


Election 
of Delegates 


Organization: 
Procedure 


Ratification: 
Appropriations 


ARTICLE XV 
REVISION AND AMENDMENT 


SecTION 1. Revisions of or amendments to this constitution 
may be proposed by constitutional convention or by the 
legislature. 


SecTION 2. The legislature may submit to the electorate at 
any general or special election the question, “Shall there be a 
convention to propose a revision of or amendments to the 
Constitution?” If any ten-year period shall elapse during which 
the question shall not have been submitted, the lieutenant gover- 
nor shall certify the question, to be voted on at the first general 
election following the expiration of such period. 


If a majority of the ballots cast upon such question be in 
the affirmative, delegates to the convention shall be chosen at 
the next regular election unless the legislature shall provide for 
the election of delegates at a special election. 

Notwithstanding any provision in this constitution to the 
contrary, other than Section 3 of Article XIV, any qualified 
voter of the district concerned shall be eligible to membership 
in the convention. 

Unless the legislature shall otherwise provide, there shall 
be the same number of delegates to such convention, who shall 
be elected from the same areas, and the convention shall be 
convened in the same manner, as nearly as practicable, as 
required for the Hawaii State Constitutional Convention of 


1950. 


The convention shall determine its own organization and 
rules of procedure. It shall be the sole judge of the elections, 
returns and qualifications of its members and, by a two-thirds 
vote, may suspend or remove any member for cause. The 
governor shall fill any vacancy by appointment of a qualified 
voter from the district concerned. 


The convention shall provide for the time and manner in 
which the proposed constitutional revision or amendments shall 
be submitted to a vote of the electorate, but no such revision or 
amendments shall be effective unless approved at a general 
election by a majority of all of the votes tallied upon the 
question, such majority constituting at least thirty-five percent 
of the total vote cast at such election, or at a special election by 
a majority of the total vote tallied upon such question, such 
majority constituting at least thirty-five percent of the total 
number of registered voters; provided, that no constitutional 
amendment altering this proviso or the representation from any 
senatorial district in the senate shall become effective unless it 
shall also be approved by a majority of the votes tallied upon 
the question in each of a majority of the counties. 
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Amendments 
Proposed by 
Legislature 


Veto 


Description; 
Number of 
Members 


The provisions of this section shall be self-executing, but 
the legislature shall make, the necessary appropriations and may 
enact legislation to facilitate their operation. 


Section 3. The legislature may propose amendments to 
the constitution by adopting the same, in the manner required 
for legislation, by 2 two-thirds vote of each house on final reading 
at any session, after either or both houses shall have given the 
governor at least ten days’ written notice of the final form of 
the proposed amendment, or, with or without such notice, by 
a majority vote of each house on final reading at each of two 
successive sessions. 

Upon such adoption, the proposed amendments shall be 
entercd upon the journals, with the ayes and noes, and published 
once in each of four successive weeks in at least one newspaper 
of general circulation in each senatorial district wherein such a 
newspaper is published, within the two months’ period immed- 
iately preceding the next general election. 

At such general election the proposed amendments shall be 
submitted to the electorate for approval or rejection upon a 
separate ballot. 

The conditions of and requirements for ratification of such 
proposed amendments shall be the same as provided in Section 
2 ot this article for ratification at a general election. 


SecTIon 4. No proposal for amendment of the constitution 
adopted in either manner provided by this article shall be subject 
to veto by the governor. 


ARTICLE XVI 
SCHEDULE 
Representative Listricts 


SecTion 1. As provided in Section 3 of Article III until 
the next reapportionment, the representative districts and the 
number of members to be elected from each shall be as follows: 

First representative district: that portion of the island of 
Hawaii known as Puna, one representative ; 

Second representative district: that portion of the island of 
Hawaii known as South Hilo, four representatives ; 

Third representative district: that portion of the island of 
Hawaii known as North Hilo and Hamakua, one representative; 

Fourth representative district: that portion of the island of 
Hawaii known as Kau and South Kona and that portion of 
North Kona, for convenience herein referred to as Keauhou, 
more particularly described as follows: from a point at the 
seashore between the lands of Holualk 1 and 2 and Puapuaa 2 
running northeasterly along the boundary of Holualoa | and 2 
to Puu Laalaau; (2) easterly in a straight line to a point called 


on 
ct 
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“Naohueleelua” being the common corner of the lands of 
Puuanahulu, Kaohe and Keauhou 2nd; (3) southeasterly along 
the common boundary between Hamakua and North Kona dis- 
tricts to the summit of Mauna Loa; (4) westerly along the 
common boundary between Kau and North Kona districts to 
the easterly boundary of South Kona district; (5) northerly 
and westerly along the boundary between North and South 
Kona districts to the seashore; and (6) northerly along the 
seashore to the point of beginning; one representative ; 

Fifth representative district: that portion of the island of 
Hawaii known as Kohala and that portion of North Kona not 
included in the fourth representative district, one representative ; 

Sixth representative district: the islands of Molokai and 
Lanai, one representative ; 

Seventh representative district: the islands of Maui and 
Kahoolawe, five representatives ; 

Eighth representative district: that portion of the island of 
Oahu known as Koolaupoko and Koolauloa, two representatives ; 

Ninth representative district: that portion of the island of 
Oahu known as Waialua and Wahiawa, two representatives ; 

Tenth representative district: that portion of the island of 
Oahu known as Ewa and Waianae, two representatives ; 

Eleventh representative district: that portion of the island 
of Oahu, for convenience herein referred to as Kalihi, more 
particularly described as follows: from the intersection of Kalihi 
and Auiki Streets running westerly along Auiki Street to Mok- 
auea Street; (2) southwesterly along Mokauea Street Extension 
extended to a point on the outer edge of the reef; (3) westerly 
along the outer edge of the reef to a point on the Moanalua- 
Halawa boundary; (4) northerly and northeasterly along the 
Moanalua-Halawa boundary to the top of Koolau Range; (5) 
southeasterly along the top of Koolau Range to a place called 
“Puu Lanihuli”; (6) southwesterly along the top of the 
ridge between the lands of Kalihi, Kapalama and Nuuanu to 
Kalihi Street; and (7) southwesterly along Kalihi Street to 
the point of beginning, three representatives ; 

Twelfth representative district: that portion of the island 
of Oahu, for convenience herein referred to as upper Nuuanu, 
more particularly described as follows: from the intersection 
of King and Kalihi Streets running northeasterly along Kalihi 
Street to the ridge between the lands of Kalihi, Kapalama and 
Nuuanu; (2) northeasterly along the top of said ridge to a 
point on the Koolau Range called “Puu Lanihuli”; (3) easterly 
along the top of said Range to Pali Road at the Nuuanu Pali; 
(4) southwesterly along Pali Road to Nuuanu Avenue and 
southwesterly along Nuuanu Avenue to School Street; (5) 
northwesterly along School Street to the center line of the 
Kapalama Drainage Canal ( Waikiki Branch) ; (6) southwester- 
ly along said Canal to the center line of the main Kapalama 
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Drainage Canal; (7) southwesterly along said Canal to King 
Street; and (8) northwesterly along King Street to the point 
of beginning, three representatives ; 

Thirteenth representative district: that portion of the island 
of Oahu, for convenience herein referred to as Kapalama, more 
particularly described as folows: from the junction of the 
Honolulu Harbor Channel and the reef running westerly along 
the outer edge of the reef to Mokauea Street Extension extended, 
(2) northeasterly along Mokauea Street Extension extended to 
Sand Island Road; (3) northeasterly along Mokauea Street 
Extension to Auiki Street; (4) easterly along Auiki Street to 
Kalihi Street; (5) northeasterly along Kalihi Street to King 
Street; (6) southeasterly along King Street to the center line 
of the main Kapalama Drainage Canal; (7) northerly along 
said Canal to the center line of the Kapalama Drainage Canal 
(Waikiki Branch); (8) northeasterly along said Canal to 
School Street ; (9) southeasterly along School Street to Nuuanu 
Avenue; (10) southwesterly along Nuuanu Avenue to the sea, 
and (11) southwesterly along the middle of Honolulu Harbor 
and Honolulu Harbor Channel to the point of beginning, three 
representatives ; ; 

Fourteenth representative district: that portion of the island 
of Oahu, for convenience herein referred to as Pauoa, more 
particularly described as follows: from the junction of the 
Honolulu Harbor Channel and the outer edge of the reef 
running northeasterly along the middle of Honolulu Harbor 
Channel and Honolulu Harbor to the intersection of Queen 
Street and Nuuanu Avenue; (2) northeasterly along Nuuanu 
Avenue to Pali Road and northeasterly along Pali Road to the 
top of the Koolau Range at the Nuuanu Pali; (3) easterly and 
southerly along the top of the Koolau Range to a point called 
“Puu Konahuanui”’; (4) southwesterly along the top of the 
ridge between the lands of Nuuanu, Pauoa and Manoa to a 
mountain peak called ‘““Puu Ohia” or “Tantalus”; (5) south- 
westerly along the top of the ridge between the lands of Makiki 
and Kalawahine to the intersection of Nehoa Street and Lewa- 
lani Drive; (6) southerly along Lewalani Drive and Piikoi 
Street to Wilder Avenue; (7) easterly along Wilder Avenue 
to Punahou Street; (8) southerly along Punahou Street to 
King Street; (9) westerly along King Street to Kalakaua 
Avenue; (10) southerly along Kalakaua Avenue to the center 
line of the Ala Wai Canal; (11) westerly along said Canal and 
along the line of said Canal extended to the outer edge of the 
reef; and (12) westerly along the outer edge of the reef to the 
point of beginning, five representatives ; 

Fifteenth representative district: that portion of the island 
of Oahu, for convenience herein referred to as Manoa and 
Waikiki, more particularly described as follows: from the 
intersection of Kalakaua Avenue and the center line of the Ala 
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. Wai Canal running northerly along Kalakaua Avenue to King 
“4 Street; (2) easterly along King Street to Punahou Street; (3) 

northerly along Punahou Street to Wilder Avenue; (4) wester- 
ly along Wilder Avenue to Piikoi Street; (5) northerly along 
Piikoi Street to Lewalani Drive; (6) northerly along Lewalani 
Drive to Nehoa Street; (7) northeasterly along the top of the 
ridge between the lands of Makiki and Kalawahine to a 
B mountain peak called “Puu Ohia” or “Tantalus”; (8) north- 
easterly along the top of the ridge between the lands of Pauoa, 


re 


e Manoa and Nuuanu to a point on the Koolau Range called 
c “Puu Konahuanui”’; (9) southeasterly along the top of said 


Range to a place called “Mt. Olympus”; (10) southwesterly 
8 along the top of Waahila Ridge to the top edge of Palolo 
Valley; (11) southwesterly along the top edge of said Valley 
to the forest reserve boundary; (12) southwesterly along the 
2 southeasterly boundary of St. Louis Heights Tract, Series 2 

(File Plan 464) to the southerly boundary of said Tract 100 
feet southeasterly from Alencastre Street; (13) southwesterly 
parallel to and 100 feet from Alencastre Street and St. Louis 
Drive to Waialae Avenue; (14) westerly along Waialae Avenue 
to Kapahulu Avenue extended; (15) southerly across Waialae 
Avenue and along Kapahulu Avenue to Kalakaua Avenue; 
(16) westerly along Kapahulu Avenue extended to the outer 
edge of the reef; (17) northwesterly along the outer edge of 
the reef to a point on the line extended of the center line of the 
Ala Wai Canal; and (18) easterly along said line to the point 
of beginning, six representatives ; 

Sixteenth representative district: that portion of the island 
of Oahu, for convenience herein referred to as Kaimuki and 
4 Kapahulu, more particularly described as follows: from a point 
d at the seacoast at a place called “Black Point” running westerly 
along the seacoast to Kapahulu Avenue extended to the sea; (2) 
easterly across Kalakaua Avenue and easterly and northerly 
along Kapahulu Avenue to Waialae Avenue; (3) easterly along 
ss Waialae Avenue to a point 100 feet easterly of St. Louis Drive; 
(4) northeasterly across Waialae Avenue then parallel to and 
. 100 feet from St. Louis Drive and Alencastre Street to the 

southerly boundary of St. Louis Heights Tract, Series 2 (File 
Plan No. 464); (5) northeasterly along the southeasterly 
boundary of said Tract to the forest reserve boundary; (6) 
) northeasterly along the top ridge of Palolo Valley to the top 
4 of Waahila Ridge; (7) northeasterly along the top of Waahila 
Ridge to a point on Koolau Range called “Mt. Olympus”; 
(8) easterly along the top of the Koolau Range to the top of 
, the ridge between the lands of Waialae Nui and Palolo; (9) 
j southwesterly along the top of said ridge to a place called 
j “Kalepeamoa”; (10) southwesterly along Mauumae Ridge to 
; Sierra Drive; (11) southwesterly along Sierra Drive to Waialae 
. Avenue; (12) easterly along Waialae Avenue to 13th Avenue; 
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(13) southwesterly along 13th Avenue and Ocean View Drive 
to Kilauea Avenue; (14) westerly along Kilauea Avenue to 
Makapuu Avenue; (15) southwesterly along Makapuu Avenue 
to Diamond Head Road ; and (16) southeasterly along Diamond 
Head Road to the Military Road and along the Military Road 
extended to the point of beginning, four representatives; 

Seventeenth representative district : that portion of the island 
of Oahu not included in any other representative district on 
the island of Oahu, together with all other islands not included 
in any other representative district, three representatives ; 

Eighteenth representative district: the islands of Kauai and 
Niihau, four representatives. 

Wherever a roadway, or the intersection of one or more 
roadways, is designated as a boundary in any of the above des- 
criptions, the center line of such roadway or intersection is 
intended as such boundary. 


TRANSITIONAL PROVISIONS 


SecTION 2. All laws in force at the time this constitution 
takes effect and not inconsistent therewith, including, among 
others, acts of the Congress relating to the lands in the posses- 
sion, use and control of the Territory of Hawaii, shall be the 
laws of the State and remain in force, mutatis mutandis, until 
they expire by their own limitation, or are altered or repealed 
by the legislature. 

Except as otherwise provided by this constitution, all existing 
writs, actions, suits, proceedings, civil or criminal liabilities, 
prosecutions, judgments, sentences, orders, decrees, appeals, 
causes of action, contracts, claims, demands, titles and rights 
shall continue unaffected notwithstanding the taking effect of 
this constitution, except that the State shall be the legal successor 
to the Territory in respect thereof, and may be maintained, 
enforced or prosecuted, as the case may be, before the appropriate 
or corresponding tribunals or agencies of or under the State or of 
the United States, in the name of the State, political subdivision, 
person or other party entitled to do so, in all respects as fully 
as could have been done prior to taking effect of this constitution. 


Section 3. The debts and liabilities of the Territory shall 
be assumed and paid by the State, and all debts owed to the 
Territory shall be collected by the State. 


Section 4. All acts of the legislature of the Territory 
authorizing the issuance of bonds by the Territory or its political 
subdivisions are approved, subject, however, to amendment or 
repeal by the legislature, and bonds may be issued by the State 
and its political subdivisions pursuant to said acts. Whenever 
in said acts the approval of the President or of the Congress is 
required, the approval of the governor shall suffice. 
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Continuance 
of Officers 


Lieutenant 
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Residence, other 
Qualifications 


Allocation of 
Departments 


Condemnation 
of Fisheries 


Elections 


Section 5. Except as otherwise provided by this constitu- 
tion, all executive officers of the Territory or any political sub- 
division thereof and all judicial officers who may be in office at 
the time of admission of this State to the Union shall continue 
to exercise and discharge the powers and duties of their respec- 
tive offices until their successors shall have qualified in accord- 
ance with this constitution or the laws enacted pursuant thereto. 


Section 6. Unless otherwise provided by law, the lieuten- 
ant governor shall exercise and discharge the powers and duties 
of the secretary of the Territory. 


SecTIon 7. Requirements as to residence, citizenship or 
other status or qualifications in or under the State prescribed 
by this constitution shall be satisfied pro tanto by corresponding 
residence, citizenship or other status or qualifications in or 
under the Territory. 


Section 8. The provisions of Section 6 of Article IV 
shall not be mandatory until four years from the date of admis- 
sion of this State to the Union. The legislature shall within 
three years from said date allocate and group the executive and 
administrative offices, departments and instrumentalities of the 
state government and their respective functions, powers and 
duties among and within the principal departments pursuant 
to said section. 

If such allocation and grouping shall not have been com- 
pleted within such period, the governor, within one year 
thereafter, by executive order, shall make such allocation and 
grouping. 


SecTION 9. All vested rights.in fisheries in the sea waters 
not included in any 4ish pond or artificial inclosure shall be 
condemned to the use of the public upon payment of just 
compensation, which compensation, when lawfully ascertained, 
shall be paid out of any money in the treasury of the State not 
otherwise appropriated. 


FIRST OFFICERS, PROCEDURES 


Section 10. In case the people of the Territory ratify 
this constitution and the same is approved by the duly constituted 
authority of the United States whose approval thereto may be 
required, the governor of the Territory shall, within thirty 
days after receipt of the official notification of such approval, 
issue a proclamation for primary and final elections, as herein- 
after provided, at which officers for all state elective offices 
provided for by this constitution shall be nominated and elected ; 
but the officers so to be elected shall in any event include two 
senators and two representatives to the Congress, and unless 
and until otherwise required by law, said representatives shall 
be elected at large. 


23004 Res., Vol. 4—S. Rept. 1164, 85-1, O 60—64c 
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SecTION 11. Said primary election shall take place not less 
than sixty nor more than ninety days after said proclamation, 
and the final election shall take place within forty “days after 
the primary election. Such elections shall be held and the 
qualifications of voters thereat shall be as prescribed by this 
constitution and by the laws relating to the election of members 
of the legislature at primary and general elections. The returns 
thereof shall be made, canvassed and certified in the manner 
prescribed by law with respect to the election for the ratification 
or rejection of this constitution. The governor shall thereupon 
certify the results thereof to the President. 


Section 12. Upon the issuance by the President of a 
proclamation announcing the results of said election and the 
admission of this State to the Union, the officers elected and 
qualified shall proceed to exercise and discharge the powers 
and duties pertaining to their respective offices. 


Section 13. The first governor and lieutenant governor 
shall hold office for a term beginning with their election and 
ending at noon on the first Monday in December following the 
second general election. 


Section 14. The governor of the State and secretary of 
state shall certify the election of the senators and representatives 
to the Congress in the manner required by law. For this purpose, 
the lieutenant governor of this State shall be deemed secretary 
of state. 


Section 15. The terms of office of the members of the 
first legislature shall be as follows: 

Members of the house of representatives shall hold office 
for a term beginning with their election and ending on the day 
of the second general election held thereafter. 

Members of the senate shall be divided into two classes. 
The first class shall consist of the following number elected 
with the highest number of votes from their respective senatorial 
districts: first district, three; second district, one; third district, 
two; fourth district, three; fifth district, two; and sixth district, 
two. Members of the first class shall hold office for a term 
beginning with their election and ending on the day of the 
third general election held thereafter. The remaining members 
elected shall constitute the second class and shall hold office for 
a term beginning with their election and ending on the day of 
the second general election held thereafter. 


Section 16. Ten days after the admission of this State 
to the Union, the legislature shall convene in special session. 
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ion of 


Section 17. Until othetwise provided by law in accord- 
ance with Section 10 of Article III, the salary of members of 
the legislature shall be as follows: the sum of two thousand five 
hundred dollars for each general session, the sum of one thousand 
five hundred dollars for each budget session and the sum of 
seven hundred and fifty dollars for each special session. 


Section 18. Until the legislature shall otherwise provide 
under Section 3 of Article V, the chief justice, justices of the 
supreme court and judges of the circuit courts shall receive as 
compensation for their services the sums of seventeen thousand 
five hundred dollars, seventeen thousand .dollars and fifteen 
thousand dollars per annum, respectively, which shall, notwith- 
standing the provisions of Article V of this constitution, be 
subject to increase or decrease by the first session of the 
legislature. 


EFFECTIVE DATE 


This constitution shall take effect and be in full force 
immediately upon the admission of Hawaii into the Union as a 
State. 


Done in Convention, at Iolani. Palace, 
Honolulu, Hawaii, on the twenty-second day 
of July, in the year one thousand nine hundred 
fifty, and of the Independence of the United 
States of America the one hundred and seventy- 
fifth. 
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APPENDIX B 


JOINT RESOLUTION NO. 55 (55th Cong.) To provide for annexing the Hawaiian Islands to the 
United States 


Whereas the Government of the Republic of Hawaii, having, in due form 
signified its consent, in the manner provided by its constitution, to cede abso- 
lutely and without reserve to the United States of America all rights of sover- 
eignty of whatsoever kind in and over the Hawaiian Islands and their depend- 
encies, and also to cede and transfer to the United States the absolute fee and 
ownership of all public, Government, or Crown lands, public buildings or edifices, 
ports, harbors, military equipment, and all other public property of every kind 
and description belonging to the Government of the Hawaiian Islands, together 
with every right and appurtenance thereunto appertaining: Therefore 

Resolved by the Senate and House of Representatives of the United States of America 
in Congress assembled, That said cession is accepted, ratified, and confirmed, and 
that the said Hawaiian Islands and their dependencies be, and they are hereby, 
annexed as a part of the territory of the United States and are subject to the 
sovereign dominion thereof, and that all and singular the property and rights 
hereinbefore mentioned are vested in the United States of America. 

The existing laws of the United States relative to public lands shall not apply 
to such lands in the Hawaiian Islands; but the Congress of the United States 
shall enact special laws for their management and disposition: Provided, That 
all revenue from or proceeds of the same, except as regards such part thereof as 
may be used or occupied for the civil, military, or naval purposes of the United 
States, or may be assigned for the use of the local government shall be used 
solely for the benefit of the inhabitants of the Hawaiian Islands for educational 
and other public purposes. : 

Until Congress shall provide for the government ot such islands, all the civil, 
judicial, and military powers exercised by the officers of the existing government 
in said islands shall be vested in such person or persons and shall be exercised 
in such manner as the Presiden: of the United States shall direct; and the Presi- 
dent shall have the power to remove said officers and fill the vacancies so 
occasioned. 

The existing treaties of the Hawaiian Islands with foreign nations shali forth- 
with cease and determine, being replaced by such treaties as may exist, or as may 
be hereafter concluded, between the United States and such foreign nations. 
The municipal legislation of the Hawaiian Islands, not enacted for the fulfillment 
of the treaties so extinguished, and not inconsistent with this joint resolution 
nor contrary to the Constitution of the United States nor to any existing treat 
of the United States, shall remain in force until the Congress of the United State 
shall otherwise determine. 

Until legislation shall be enacted extending the United States customs laws 
and regulations to the Hawaiian Islands the existing customs relations of the 
Hawaiian Islands with the United States and other countries shall remain un- 
changed. 

The public debt of the Republic of Hawaii, lawfully existing at the date of the 
a of this joint resolution, including the amounts due to depositors in the 

awailian Postal Savings Bank, is hereby assumed by the Government of the 
United States; but the liability of the United States in this regard shall in no case 
exceed four million dollars. So long, however, as the existing government and 
the present commercial relations of the Hawaiian Islands are continued as herein- 
before provided said Government shall continue to pay the interest on said debt. 
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There shall be no further immigration of Chinese into the Hawaiian Islands, 
except ee such conditions as are now or may hereafter be allowed by the laws 
of the United States; no Chinese, by reason of anything herein contained, shall 
be allowed to enter the United States from the Hawaiian Islands. 

The President shall appoint five commissioners, at least two of whom shall be 
residents of the Hawaiian Islands, who shall, as soon as reasonably practicable, 
recommend to Congress such legislation concerning the Hawaiian Islands as they 
shall deem necessary or proper. 

Sec. 2. That the commissioners hereinbefore provided for shall be appointed 
by the President, by and with the advice and consent of the Senate. 

Sec. 3. That the sum of one hundred thousand dollars, or so much thereof as 
may be necessary, is hereby appropriated, out of any money in the Treasury not 
otherwise appropriated, and to be immediately available, to be expended at the 
discretion of the President of the United States of America, for the purpose of 
carrying this joint resolution into effect. 

Senate joint resolution adopted July 7, 1898 (30 Stat. 750). 
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Calendar No.1198 


CoNGRESS SENATE \ Rept. 1164 
vg 3 Session Part 2 


PROVIDING FOR THE ADMISSION OF THE STATE OF 
HAWAII INTO THE UNION 





Aveust 30, 1957.—Ordered to be printed under authority of the order of the 
Senate of August 29, 1957 


Mr. Matong, from the Committee on Interior and Insular Affairs, 
submitted the following 


MINORITY VIEWS 


[To accompany 8. 50) 


The Committee on Interior and Insular Affairs has reported S. 50 
favorably to the Senate, and is expected to report S. 49 the same. 
I voted in committee against these bills to provide statehood for 
Hawaii and Alaska, and submit herewith for consideration by the 
Senate the reasons for my opposition. 

Since first elected to the United States Senate, I have consistently 
voted against Hawaiian and Alaskan statehood mainly because this 
Nation has never granted statehood to any noncontiguous territory; 
and it is not conceivable to me that at this time we could ever have 
a homogeneous people through the acceptance of offshore areas widely 
tpereted from the mainland, where perhaps not over 1 percent of the 
inhabitants would ever visit the mainland. In these noncontiguous 
areas, a great bulk of the people have no direct knowledge of life and 
conditions in the United States, and because of this their ways of life 
are different from ours. Consequently, they are much more vulnerable 
to infiltration by the exponents of ideologies and theories which are 
contrary and dangerous to the American philosophy of life and 
government. 

In Hawaii, the Communist-infiltrated International Longshore- 
men’s and Warehousemen’s Union is all-powerful. The political life 
of the islands is controlled and dominated by this union and through 
Hawaiian statehood, Moscow, in effect, oa achieve representation 
in the United States Senate. 

The acceptance of a noncontiguous territory like Hawaii or Alaska— 
and they would all be clamoring for admission if we granted the privi- 
lege to one—would result in a disruption of the balance of power in 
our legislative form of government. It is entirely within the realm 
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of possibility that a group of Senators, representing a way..of life 
not in accord with ours, could easily control a balance of power in 
the United States Senate. Hawaii has one three-thousandths of the 
population of the United States, and if admitted to the Union would 
be given one forty-ninth of the total vote and power in the Senate 
If Alaskan statehood which is also before the Senate is approved, 
both the Territories would be given one twenty-fifth of the total vote 
and power in the Senate. 

In denying statehood to these noncontiguous Territories, I do not 
propose that we keep them as subject colonies. In 1953 I introduced 
a self-government bill for Hawaii and a similar bill for Alaska was 
introduced by the late Senator Hugh Butler of Nebraska. I haye 
introduced in this Congress 8. 35 and S. 36 to provide for the election 
of a governor and for the adoption of a constitution, approved. by 
the Congress of the United States and by the people of the Territory 
involved, for both Hawaii and Alaska. _ The bills also provide for the 
appointment of the justices of the supreme court of the Territories 
by the governor and with the consent and advice of the senate of the 
Territories in each case. 

Senate bill 36 provides that the people of the Territory of Hawaii 
may organize a government pursuant to a constitution of their own 
adoption and specifically states that such a constitution shall provide 
a republican representative form of government and shall include a 
bill of rights subject to the approval of the Congress of the United 
States. 

I believe that is the proper step in government for all Territories 
of the United States which are of sufficient size and importance to 
merit such self-government. 

The commonwealth status that my bill provides does not impose 
second-class citizenship upon the residents of Hawaii. Quite the 
contrary; they would be almost completely independent. They 
would govern themselves and they would have from $135 million to 
$140 million a year that now goes into Federal taxes, to improve an 
economic system which has been operating in the red for some time. 
As a self-governing state freely associated with the United States, 
using the same postal system and with the courts of law associated 
with our Federal courts, as our State courts are at the present, Hawaii 
could develop to the full extent of its capabilities through the founda- 
tion of new industries to utilize its reservoir of skilled labor and the 
same situation may be made applicable to Alaska. 

I was 1 of 5 Senators who visited Puerto Rico in 1947. The ques- 
tion of statehood for that area was just as hot then as the Hawaiian 
and Alaskan question is now. At that time we recommended against 
statehood and suggested complete autonomy, subject, of course, to 
the provisions of the United States Constitution. This was done 
and in 1952 Congress approved the Puerto Rican constitution. 

Today, after 7 years of self-government, Puerto Rico has raised 
itself from a situation once described by our committee as unsolvable 
because it was ridden with disease, slums, and poverty, to a standard 
of living reported to be the highest in the Caribbean. Puerto Rico 
has not forgotten statehood by any means, though its government 1s 
working very well and the people are not complaining. vO 

If we admit Hawaii and Alaska to the Union, we will be establishing 
a precedent that will be used by other noncontiguous and island areas 
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as support for their statehood arguments. I should like to emphasize 
strongly that our own independence of thought and action is involved. 
Qur own independence to determine the course which the United 
States wishes to pursue in national and international policy is indelibly 
linked to what we do with the Hawaiian and Alaskan statehood bills. 

It has been argued that the way to stop wars is for the United 
States to take in many outside areas, foreign nations or states, and 
that by taking them into a “United States of the World” and giving 
them representation on the Senate floor we would stop the incentive 
for wars. Many international organizations, believing as they do 
that the sovereignty of this Nation should be sacrificed to a world 
organization, are sincere in their advocacy of even European nations 
being admitted as States. 

Once we had relinquished the rule that we shall not take into the 
Union any territories outside the North American Continent, what 
reason could we give, once a precedent was established in Hawaii 
and Alaska for not granting similar statehood to the Philippines, 
Okinawa, Samoa, Guam, and many others? The French people 
started the practice of admitting their colonial areas’ representatives 
to their Assembly many years ago. The resulting instability of that 
body should make other countries wary of the practice. 

We are dealing with a much wider question with broader implica- 
tions than those who support these bills would have the Senate believe. 
I am firmly convinced that once we break the precedent on noncon- 
tiguous areas, there is no stopping place. We must remember that 
granting statehood to Hawaii is an irrevocable act and once it is 
done it cannot be undone. 

Congress must proceed with the utmost caution and with the fullest 
deliberation of these issues which affect such a radical change in the 
structure of our Government and our external relations. 


GrorGe W. MALONE, 
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PROVIDING FOR THE CONVEYANCE TO THE CITY OF 
WARNER ROBINS, GA., CERTAIN LANDS AND ANY 
IMPROVEMENTS LOCATED THEREON 


Avcust 30, 1957.—Ordered to be printed 


Mr. Russet, from the Committee on Armed Services, submitted the 
following 


REPORT 


[To accompany H. R. 7972] 


The Committee on Armed Services, to whom was referred the bill 
(H. R. 7972) to provide for the conveyance to the city of Warner 
Robins, Ga., of certain lands located in such city, having considered 
the same, report favorably thereon without amendment and recom- 
mend that the bill do pass. 


PURPOSE OF THE BILL 


The purpose of the bill is to authorize the conveyance of approxi- 
mately 5.78 acres of land, with any improvements thereon, within the 
city of Warner Robins, Ga., to that city, the city to pay to the United 
States the fair market value of the property. 


BACKGROUND OF THE BILL 


The city of Warner Robins is a growing community and has estab- 
lished a requirement for the 5.78 acres which is the subject of this bill, 
The city requires these lands for various municipal purposes. The 
lands once comprised a portion of Robins Air Force Base, Ga., but 
had been determined by the Department of the Air Force to be excess 
to its needs. Neither the Department of the Army nor the Depart- 
ment of the Navy have any requirement for the property. In view 
of the fact that the city would pay the fair market value of the 
property, which is estimated to be approximately $35,000, the com- 
mittee feels that the city should be afforded the opportunity of 
procuring these needed lands. 
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FISCAL DATA 


Enactment into law of this measure will not involve the expenditure 
of any Federal funds. 
DEPARTMENTAL DATA 


Neither the Department of the Air Force, on behalf of the Depart. 
ment of Defense, nor the Bureau of the Budget has any objection to 
this measure as is evidenced by the letter dated August 9, 1957, from 
the Secretary of the Air Force which is set out below and made a part 
of this report. 

DEPARTMENT OF THE AIR Fonrcg, 
re OF THE SECRETARY, 
Vashington, August 9 
Hon. Cari VINSON, init an 
Chairman, Committee on Armed Services, 
House of Representatives. 

Dear Mr. CuHarrman: Reference is made to your request for the 
views of the Department of Defense with respect to H. R. 7972, 85th 
Congress, a bill to provide for the conveyance to the city of Warner 
Robins, Ga., of certain lands located in such city. The Secretary of 
Defense has delegated to this Department the responsibility for 
expressing the views of the Department of Defense thereon. 

The bill provides for conveyance by the Secretary of the Air Force 
to the city of Warner Robins, at the fair market value, all right, title, 
and interest of the United States in and to two parcels of land aggre- 
gating 5.78 acres within the city of Warner Robins, Ga., which parcels 
are particularly described in the bill. 

There is no foreseeable military requirement for this property in 
connection with the mission of Warner Robins Air Force Base, or for 
other defense purposes, and proposed use of this property by the city 
of Warner Robins will not affect adversely the operations of that 
base. In addition to the two parcels of land described in H. R. 
7972, it is understood that the city of Warner Robins desires to 
acquire a third and contiguous parcel of land which would increase 
the area to be transferred to a total of 9.364 acres, more or less, in- 
stead of the 5.78 acres as described in the bill. The Department of 
Defense is agreeable to the transfer to the city of these three parcels 
of land. 

If Congress should elect to include the third parcel of land within 
the scope of H. R. 7972, the entire area of 9.364 acres to be conveyed 
can be described therein as a single tract, as follows: 

“Commencing at a point being the common corner of land lots 
numbered 199, 200, 217, and 218 in the fifth district of Houston 
County, Warner Robins, Georgia, at the intersection of Watson 
Boulevard and Davis Drive, run south 89 degrees 30 minutes east for 
40.01 feet; thence north 2 degrees east along the eastern right-of-way 
of North Davis Drive for 1,049.1 feet more or less to the point of 
beginning, thence south 88 degrees 41 minutes 16 seconds east along 
said line for 1,833.08 feet more or less to a point on the western side 
of a 50-foot right-of-way for Myrtle Street; thence north 1 degree 
26 minutes west along said right-of-way for 221.18 feet; thence north 
88 degrees 41 minutes 16 seconds west for 1,819.83 feet to a pout 
on the eastern right-of-way of North Davis Drive; thence south 2 
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degrees west along said drive for 221.18 feet to the point of beginning 
The above-described parcel contains 9.364 acres more or a being 
wholly situated in land lot numbered 217 of the fifth distri t of 
Houston County in Po Robins, Georgia.’’ re 

The enactment of this legislation will , tary 
insofar as the Department of Defense is ae, septal sian 

This report has been coordinated within the Department of Defens 
in accordance with procedures prescribed by the Secretary of Defens : 

The bureau of the Budget advises that there is no objecti . 
the submission of this report to the Congress ee 

Sincerely yours, way, 
James H. Dovetas. 


O 
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TEXTILE PROCUREMENT IN THE MILITARY SERVICES 


SerremBer 5, 1957.—Ordered to be printed 


Mr. McCuietuan, from the Committee on Government Operations, 
submitted the following 


REPORT 


INTRODUCTION 


The Senate Permanent Subcommittee on Investigations of the 
Committee on Government Operations held hearings in the first part 
of 1955 on the procurement practices of the Armed Services Textile 
and Apparel Procurement Agency known as ASTAPA. This agency 
was established by the Department of Defense to procure textiles and 
apparel for the Army, Navy, and Air Force and was in existence from 
October 1, 1952, to October 31, 1953. 

As a result of this investigation, indictments were returned by a 
Federal grand jury in the United States District Court for the Southern 
District of New York charging nine former ASTAPA employees and 
contractors with conspiracy to defraud the United States Government 
and with bribery. One of the nine indicted, Joseph G. Porreca, 
former Chief Inspector of the Textile Fabrication Branch, New York 
Quartermaster Procurement Agency (NYQMPA), and ASTAPA, en- 
tered a plea of guilty on June 19, 1956, to the conspiracy charges. He 
thereafter became a witness for the Government. David Pollack, 
former es Chief, Cost and Price Analysis Section of ASTAPA, was 
acquitted. 

On April 26, 1957, a Federal jury found the following guilty of con- 
spiracy to defraud the United States Government and they were 
sentenced on May 15, 1957: 

(1) Harry Lev, the central figure in the hearings, was sen- 
tenced to 9 months in a Federal penitentiary and fined $5,000. 

(2) Raymond Wool, former Air Force captain in the Purchas- 
ing Section of ASTAPA, was sentenced to 18 months and fined 
$1,500. 

(3) Marvin Rubin, Lev’s “pay-off man,’’ was sentenced to 
15 months and fined $1,000. (Found guilty of conspiracy and 
bribery charges.) 
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(4) Mrs. Mella Hort, former procurement clerk in ASTAPA 
was placed on 2 years’ probation and fined $1,500. , 

(5) Maurice Ades, Lev’s partner, was placed on 2 yeary’ 
probation. 

(6) Joseph Porreca was sentenced subsequent to May 15, 1957 
and received 2 years’ probation and a $3,500 fine. oe 

The cases of the following two persons are still in a pending status; 

(1) Maj. Eric C. Farnell, former ASTAPA contracting officer. 
(2) George Earnshaw, former civilian purchasing agent, 
ASTAPA. 

After the hearings mentioned above were held, the subcommittee 
continued its investigation concentrating on the clothing procurement 
program of the Quartermaster Corps of the Department of the Army 
(QMC). Thirteen days of hearings were held during the months of 
April and May of 1956 and January of 1957. Of the 50 witnesses who 
testified, 11 refused to answer certain pertinent questions on the 
grounds that a truthful answer would tend to incriminate them, 
(The fifth amendment.) Three of these eleven witnesses, Joseph 
Abrams, of the Fabric Garment Co., Inc., Brooklyn, N. Y.; Murray 

3erman, Mayflower Manufacturing Corp., Brooklyn, N. Y.; and 
Harold Hyman, an officer of Fabric Garment Co., Inc., were indicted 
for theft of Government property (army wool serge), making false 
statements to the Quartermaster Corps, and conspiracy. They were 
found guilty on April 12, 1957, of the above charges and on June 4, 
1957, received the following sentences: 
(1) Joseph Abrams (false statements, conspiracy, and theft 
of Government property), 30 months in the Federal penitentiary, 
(2) Murray Berman (conspiracy and theft of Government 
property), 6 months in the Federal penitentiary. 
(3) Harold Hyman (conspiracy), suspended sentence. 

Testimony elicited from the other witnesses clearly showed a pat- 
tern of unethical, illegal, and other immoral business practices by 
certain contractors and Government employees. 

The subcommittee again expressed its appreciation for the coopera- 
tion and assistance given by the General Accounting Office, and espe- 
cially praises the fine work of Jack S. Balaban, Levin L. Poole, and 
Ralph DeCarlo in the course of this investigation. We are deeply 
appreciative of the continuous assistance and help rendered to the 
subcommittee by Mr. Joseph Campbell, Comptroller General of the 
United States. 

I. FinpinGcs AND CONCLUSIONS 


This subcommittee finds from consideration of testimony and docu- 
mentation presented that bribery, inefficiency, and other improprie- 
ties existed in the Government’s procurement of millions of dollars of 
military clothing, including Army and Air Force coats, jackets, and 
headwear. A substantial amount of this clothing was purchased from 
a particularly nefarious group of contractors, who through connivance 
obtained improper favors, delivered substandard garments to the 
Armed Forces, and made unconscionable profits at the expense of the 
taxpayer. The activities of these individuals should not reflect on 
the honesty and integrity of what is the vast majority of honest Gov- 
ernment employees and contractors doing business with the Govern- 
ment. 
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1, Herman and Samuel Kravitz 


Through the use of bribery and other illegal practices, Herman and 
Samuel Rewrite obtained contracts, delivered inferior goods, and in 
other ways defrauded the United States Government. They did in 
excess of $19 million of business with the military services during 1950 
to 1952 and yet refused, by invoking the fifth amendment over 200 
times, to give this subcommittee any information relating to their 
clothing contracts. Their activities in the military clothing field was 
amoral and contemptible, made more so by the fact that they were 
defrauding the United States military services during the time of war 
and death for American military men in Korea. They should receive 
no further contracts from the United States Government. 


9, Joseph Abrams 

Joseph Abrams conspired in certain instances with Herman and 
Samuel Kravitz to defraud the United States Government in the mili- 
tary clothing procurement field. Abrams, who also had millions of 
dollars worth of military clothing contracts, took the fifth amendment 
when questioned on the pertinent aspects of his Government con- 
tracts and related activities. Through the use of bribery and other 
illegal practices he obtained Government contracts, delivered inferior 
goods, and in other ways defrauded the United States Government. 
He should receive no further contracts from the United States Gov- 
ernment. 
8. Nathan Berger 

Nathan Berger, a New York clothing manufacturer who was an 
associate of Dave Spatt, a former NYQMPA purchasing agent, and 
an associate of Herman Kravitz, cooperated with this subcommittee 
by exposing the methods of operation by the Kravitzes and Abrams 
combination. Berger, who was also a former business associate of 
Joseph Abrams, admitted that he successfully defrauded the United 
States Government by establishing the Combat Uniform Corp., 
Brooklyn, N. Y., as a “front’’ company to obtain Government business 
for Joseph Abrams, who had been debarred from doing business with 
the Government. Berger exposed Kravitz’ method of operation in 
obtaining deviations from Government contract specifications for 
himself and his “competitors.” The subcommittee feels that Berger’s 
testimony concerning the amoral activities of the Kravitzes and 
Abrams must be given additional credence in view of the fact that 
much of this testimony was corroborated by other witnesses. The 
subcommittee appreciated Mr. Berger’s cooperation, but it strongly 
condemns the unethical and illegal practices of which he himself 
admits he was a part. 


4. Samuel Leider 


Samuel Leider, a resident of Millville, N. J., the owner of Cumber- 
land Cloak Co., Inc., and a clothing manufacturing businessman for 
over 30 years, was deeply involved and connected with the fraudulent 
conspiracy of the Kravitzes and Abrams in the military clothing pro- 
curement field. His admission to members of the staff that he paid 
Herman Kravitz $5,000 as part of a $17,000 demand to be transmitted 
to Government inspectors is a graphic example of his complicity. 
Leider, who collapsed shortly after being sworn in as a witness, 
invoked the fifth amendment to all pertinent questions posed by this 
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subcommittee.. He should receive no further contracts ‘from the 
United States Government. 


5. Nathan C. Lieberman 


Nathan C. Lieberman, Samuel Kravitz’ brother-in-law, ap 
principal officer of Tipton Clothing Co., Inc., and Cuality Clothing 
Co., Inc., Vineland, N. J., was another member of the Kravitz con. 
spiracy. The subcommittee found that Lieberman conspired with 
the Kravitzes for the purpose of improperly obtaining contracts and 
deviations from contract specifications from the NYQMPA, as well 
as by allowing the Quality Clothing Co., Inc., to be controlled and 
used as a “front” company for the Kravitzes after they were barred 
from doing any Government business. Lieberman took the fifth 
amendment to all pertinent questions asked by this subcommittee, 
He should receive no further contracts from the United States Goy- 
ernment. 


6. Sol Schlesinger 


Sol Schlesinger, a military headwear contractor doing business as 
Ideal Uniform Cap Co. in Freeport, Long Island, N. Y., by the use of 
bribery and other illegal practices, dishonestly obtained contracts, 
delivered inferior goods, and in other ways defrauded the United 
States Government. His testimony that he did not state to several 
persons that he was making payoffs to Colonel Shirley was false in 
the opinion of the subcommittee. Placing the dollar above all other 
considerations, Mr. Schlesinger’s activities in the military clothing 
field was amoral and contemptible and was made more so by the fact 
that he was defrauding the United States military services during a 
time of crisis, war and death for American military men in Korea. 
Although Mr. Schlesinger has received millions of dollars worth of 
contracts from the Government, he refused to answer pertinent 
questions by invoking the fifth amendment and refused to allow the 
subcommittee to examine his books on the basis that such an exami- 
nation might tend to incriminate him. He should receive no further 
contracts from the United States Government. 


7. Deviations 


Government invitations to bid for military clothing contained 
detailed specifications for production of garments. The bona fide 
bidder makes his bid price on the basis of production according to 
the specifications. 

The Kravitzes systematically requested unwarranted deviations from 
specifications for themselves and their associates and were able to 
have these requests acted upon favorably through a former NYQMPA 
purchasing agent, David Spatt, who exercised great influence with 
key personnel in NYQMPA. 

The unethical practices used by the Kravitzes, Abrams, and related 
clothing contractors in bidding low, with the knowledge that devia- 
tions would subsequently be granted to them, gave them unfair 
advantage in bidding over the legitimate contractors who in the normal 
course of business neither asked for nor received any deviations. The 
existence of such a situation resulted in the Government receiving a 
inferior garment and, more important, has had the serious effect of 
drying up the Government’s source of legitimate contractors. 

The subcommittee finds that NYQMPA was extremely derelict m 
its administration of the clothing program, for not making a prompt 
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and proper determination at the time the deviations were granted as 
to what the true savings were to the contractor, and what moneys 
should have reverted to the Government. It is also extremely 
critical of their failure, which often appeared to be so inexcusable as 
to be by design, to collect the moneys that were determined to be due 
from the contractors. The subcommittee is also highly critical of the 
uartermaster Inspection Service which often failed to report and act 
upon deviations. 
8. Contractors owe Government over $1 million 

The hearings held by this subcommittee focused the attention on 
the maladministration of Government contracts and caused the 
uartermaster Corps to activate a Contract Review Agency in the 
Philadelphia Quartermaster Depot, Philadelphia, Pa., on June 28, 
1956. This agency has reviewed 366 contracts, many of which were 
involved in these hearings. The dollar value of these contracts 
amounted to $99,362,413.09. As a result of these reviews, the 
Contract Review Agency found possible claims of $1,223,142.92 in 
150 contracts and initiated action to collect on them. 
9. Nine-million-dollar bond transactions 

Abrams and the Kravitzes refused on the grounds of self-incrimina- 
tion to discuss transactions involving some $9 million worth of 
unregistered United States Treasury bonds and municipal bonds 
during the years 1950 through 1953. However, in the light of testi- 
mony from other witnesses revealing the clandestine character of the 
bond transactions and certain other information, this subcommittee 
can state that these bond transactions were for nefarious and illegal 
urposes directly relating to the Government contracts of the 

avitzes, Abrams, and their associates. 


10. Murray Berman 


Murray Berman, a trusted subordinate of Abrams, was found to 
be deeply implicated in the bond transactions as well as in Abrams’ 
other activities, including the arrangements for the subcontracting 
of Abrams’ clothing contracts to plants which were unauthorized by 
the NYQMPA. 

Berman purchased two $1,000 United States Treasury bonds for 
David Spatt while the latter was employed at the NYQMPA. 

Berman refused to cooperate with this subcommittee and took the 
fifth amendment to all pertinent questions relating to his association 
with Joseph Abrams as well as to the bond transactions. Berman 
was convicted and sentenced on June 4, 1957, for theft of Govern- 
ment furnished property (Army wool serge) and conspiracy to make 
false statements to the quartermaster. He should receive no con- 
tracts from the United States Government. 

11. David Spatt 

David Spatt, who died in January of 1956, evidently violated the 
conflict-of-interest statute in that he worked for the Kravitzes on the 
same contracts on which he represented the Government as the 
original purchasing agent while with the NYQMPA. 

Spatt, after leaving the NYQMPA, was able to obtain favors 
regarding the deviations and other administrative matters for the 
Kravitzes, Abrams, and others through his influence with key figures 
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in clothing procurement at the NYQMPA, especially Harry Kopp. 
blue, purchasing agent and procurement officer, and August oppola 
Chairman of the Quality Clothing Evaluation Board. , 


12. Harry Kornblue and August Coppola 


Harry Kornblue remained in the NYQMPA after Spatt retired to 
become a consultant for Government contractors. Kornblue was one 
of Spatt’s principal contacts for obtaining favors for Spatt’s clients. 
Harry Kornblue’s testimony concerning his finances lacked credibility 
which, coupled with his sudden unexplained possession of cash, led 
this subcommittee to conclude that he had been the recipient of 
“payoff” moneys from contractors. 

August Coppola, another of Spatt’s principal contacts in the 
NYQMPA, died before he could be interrogated by this subcommittee 
concerning his activities and decisions as Chairman of the Quality 
Clothing Evaluation Board. 


13. Air Force cap contracts 

Ideal Uniform Cap Co., owned by Sol Schlesinger, was awarded two 
contracts amounting to approximately $2 million for a new type Air 
Force cap. Extremely poor judgment and lack of ordinary precau- 
tion, and even worse, evidence of fraud and connivance on the part 
of employees of the NYQMPA was noted throughout the contracts 
from the time of their award to their completion. 

[t was found that Col. Louis H. Shirley, the NYQMPA contracting 
officer on both contracts, made the awards to Ideal Uniform Cap Co, 
despite considerable adverse information known to him and to his 
purchasing agents that Ideal Uniform Cap Co. had a poor record of 
performance on prior Navy and NYQMPA contracts. 

It was further found that Ideal Uniform Cap Co. was delinquent 
in deliveries throughout both contracts, thereby making the caps, 
which, according to the Air Force were urgently needed, unavailable 
when required. These delinquences necessitated additional cost to 
the Government for acceleration agreements in order to get the 
deliveries. 

Furthermore, when the caps were finally delivered over 30 percent 
of them were found to be defective, costing the Government hundreds 
of thousands of dollars. 

The award of the second of the two contracts by Colonel Shirley to 
Ideal Uniform Cap Co. should not have been made. According to 
the inspector’s report, which recommended no award to this company, 
the Ideal Uniform Cap Co. has not. delivered a single cap under the 
first contract and it lacked personnel, space, and equipment. 

The subcommittee concluded that J. Mackey & Son, Inc., Ideal 
Uniform Cap Co.’s supplier of cap visors and chin straps, gave kick- 
backs in the amount of approximately $28,000 to Schlesinger upon 
his insistence that the kickbacks were necessary and were to be used 
to pay off Government procurement personnel in order to insure the 
continuance of the contract. 


14. Col. Lowis H. Shirley i 
At least imprudent decisions and lack of good judgment characterize 
Colonel Shirley’s actions in the awarding and the administering of the 
two hat contracts that were given to Ideal Uniform Cap Co. 
The subcommittee wishes to point out here that a review of Shirley's 
financial records did not reflect questionable cash deposits or any 
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unusual living expenses. However, his close relationship with the 
Kravitzes and Sol Schlesinger, together with the obviously erroneous 
decisions that he made in favor of Schlesinger, is very disturbing to 
the subcommittee. 

This subcommittee also feels that Colonel Shirley was evasive and 
untruthful in his denial that he had been a guest of clothing contrac- 
tors, and specifically that he stayed at the Hotel Ritz in Paris, France, 
as a guest of Herman Kravitz in April 1952. 


16. Marco Reginelli and William A. Parzow 

The subcommittee found that there was a definite connection 
between Herman Kravitz; the late Marco Reginelli, the infamous 
hoodlum in the Philadelphia area; and William A. Parzow, a convicted 
jury tamperer; and that they were involved in highly questionable 
check transactions during the period under investigation. 

William A. Parzow’s testimony concerning his relationship with the 
Kravitzes, Joseph Abrams, and Murray M. Chotiner, a west coast 
attorney who represented the Kravitzes, Abrams, and Marco Reginelli, 
appeared to the subcommittee to be false. Parzow’s testimony has 
been forwarded to the Department of Justice for study tor possible 
violation of perjury and other statutes. 


16. Circumvention of debarments 


The Kravitzes and Abrams, after being barred from doing Govern- 
ment business, directly or indirectly, because of their illegal use of 
Government furnished property, brazenly and contemptuously cir- 
cumvented this action by using ‘front companies” to obtain Govern- 
ment contracts. 

The subcommittee further feels that the Government’s decision to 
debar Schlesinger after the subcommittee hearings in 1955, and then 
knowingly permit him to work on a Government subcontract, makes 
a mockery of the debarment procedures. 

17. Corrective action by Quartermaster Corps 

The testimony revealed by the hearings caused the Department of 
the Army to take certain internal corrective actions, as well as actions 
against military and civilian personnel involved in the hearings. 
Included in the action taken by the Department of the Army was— 

(a) The abolishment of the Quality Clothing Evaluation 
Board, together with the releasing of the Board’s personnel. 

(b) The establishment of a contract review agency in the 
Philadelphia Quartermaster Depot. 

This subcommittee believes that valuable lessons in efficiency and 
economy can be learned by the study that it has made. It feels 
certain that public spotlighting of these cases will alert procurement 
personnel, as well as the contractors, to their obligation and responsi- 
bility in the handling of Government contracts. It realizes that while 
an investigation of this type has an immediate salutary effect, with 
the passing of time there is a tendency to revert back to the old 
abuses and improper practices unless the procurement agencies remain 
constantly vigilant to the situation. 

This subcommittee hopes that the Government will do all in its 
power to encourage more responsible firms to bid on contracts, and 
that it will take whatever action is necessary to interest responsible 
and reputable companies in the Government clothing business. 
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Il. RECOMMENDATIONS 


This subcommittee recommends: 

(1) The institution of prosecution by the Attorney General against 
the individuals whose testimony or activities indicate criminal offenses, 

(2) The Department of Defense expeditiously process claims arising 
out of matters developed at the hearings and, in proper instances, to 
forward them to the Attorney General for prompt institution of ciyj] 
proceedings to compel restitution of all funds due to the Government, 

(3) The Department of the Army take appropriate measures against 
the contractors and their companies who, from the testimony brought 
forth at the hearings, revealed that they were evasive, irresponsible, 
and dishonest in their dealings with the Quartermaster Corps. 

(4) The Department of the Army take the necessary steps to pre- 
vent “front companies” from being used by debarred individuals for 
the purpose of obtaining business with the Government. 

(5) The Renegotiation Board reexamine the renegotiation of Ideal 
Uniform Cap Co.’s contracts, as well as the contracts of clothing con- 
tractors investigated by this subcommittee, for the years 1950 to 1955. 


Ill. ProcurEMENT ContTROL BY DISREPUTABLE COMBINE 


Public hearings held by the subcommittee furnished testimony and 
documentation showing that millions of dollars in NYQMPA con- 
tracts for military overcoats, trenchcoats, and jackets for the years 
1950-53 were awarded to a combine headed by Joseph Abrams and 
Herman Kravitz and his father, Samuel Kravitz. The combine was 
effective not only in obtaining many of the contracts but was likewise 
successful in regularly obtaining numerous deviations from contract 
specifications and in having substandard garments accepted by the 
NYQMPA. 

Testimony relating to the methods of operations by the combine 
was initially furnished by Nathan Berger, a New York clothing manu- 
facturer, who was at one time associated with Abrams and Kravitz. 
He testified it was generally understood in New York City, during the 
years 1949 to 1953, that you could not get a contract unless you had 
“friends,” and he identified the “friends” as being Joseph Abrams and 
Herman Kravitz. He further testified that he had submitted numer- 
ous bids but received no contracts until after he had contacted Joseph 
Abrams (pp. 1202, 1203) and told him of his difficulties.’ 

Other witnesses testified that the combine was involved in Govern- 
ment-furnished property irregularities; the use of a former NYQMPA 
purchasing agent, David Spatt, for obtaining deviations; and the 
utilization of unauthorized plants to perform work under the contracts 
awarded them. 

Joseph Abrams lives in Great Neck, Long Island, N. Y. He testi- 
fied that in addition to being a certified public accountant, he has also 
been active in many enterprises, including the manufacture of military 
garments, hard goods, machine parts, castings, screw machine opera- 
tions, and assemblies for aircraft (p. 1378). 

ov we ee , 

Testimony was furnished during the hearings that Joseph Abrams 
was under indictment in the United States District Court for the 


1 All pages and exhibit references refer to the hearings of this subcommittee on Textile Procurement in 
the Military Services unless otherwise noted. 


Vor we Bee St ee 


> 


TEXTILE PROCUREMENT IN THE MILITARY SERVICES 9 


Southern District of New York for misappropriation of Government 
property furnished to one of his companies and for filing false state- 
ments with the Government (p. 1374). (Abrams was convicted and 
sentenced on June 4, 1957, to serve a term of 30 months in the Federal 
penitentiary. ) ; 
Testimony was also given that Abrams is under investigation by 
the United States Internal Revenue Service for income-tax evasion 
. 1376). 
Vstrams was a principal officer or had a control in the following 
companies that had Government prime contracts or subcontracts for 
military clothing: 
(1) Fabric Garment Co., Brooklyn, N. Y. 
(2) Fabric Garment Co., Inc., Brooklyn, N. Y. 
(3) Leonetti Felling Co., Brooklyn, N. Y. 
(4) Richland Clothes, Brooklyn, N. Y. 
(5) Combat Uniform Corp., Brooklyn, N. Y. 
(6) Nat Rosen Co., Brooklyn, N. Y 
(7) J. Kipness Coats & Suits, New York, N. Y. 
(8) Prisil Manufacturing Co., Brooklyn, N. Y. 
(9) Good Grade Clothes, Brooklyn, N. Y. 
(10) Model Clothing Co., Brooklyn, N. Y. 
(11) Kipness Originals, New York, N. Y. 


Herman Kravitz testified that he lives in Atlantic City, N. J., and 
that he is now in the real estate and financial business (p. 1507). 

Herman Kravitz took the fifth amendment 150 times during the 
time he was on the stand (pp. 1512-1531), commencing with the 
following interrogations: 


Senator McCartruy. May I ask Mr. Kravitz if he has any 
comment on the question that I asked. Did you understand 
that? You have been accused, Mr. Kravitz, by other wit- 
nesses, of bribing Government officials. Do you want to 
affirm or deny that before counsel proceeds with the ques- 
tioning? 

Mr. Kravitz. May I consult my counsel, please? 

(The witness consulted with his counsel.) 

Mr. Kravitz. I decline to answer that, Senator, on the 
grounds that to do so may tend to incriminate me. 


Testimony was furnished by other witnesses (pp. 1532, 1572) that 
Herman Kravitz was convicted, in the United States District Court 
for the Eastern District of New York, for the embezzlement of Govern- 
ment-furnished property, and that he is under investigation by the 
United States Internal Revenue Service for income-tax violation. 

Herman Kravitz and his father, Samuel Kravitz, were principal 
officers or had a control in the following companies which had Gov- 
ernment prime contracts or subcontracts for military clothing: 


(1) Kravitz Clothing Co., Atlantic City, N. J. 

(2) A. C. Clothing Manufacturing Co., Atlantic City, N. J. 
(3) Kravin Park Clothes, Atlantic City, N. J. 

(4) Quality Clothing Co., Vineland, N. J. 

(5) Tipton Clothing Co., Atlantic City, N. J. 

(6) J. Kipness Coats & Suits, Inc., New York, N. Y. 

(7) Millville Kay Co., Millville, N. J. 











10 TEXTILE PROCUREMENT IN THE MILITARY SERVICES 


Samuel Kravitz testified that he lives in Atlantic City, N. J., and 
that he, too, is presently in the real estate and finance business 
(p. 1532). 

Samuel Kravitz declined to answer any pertinent questions at the 
public hearings and took the fifth amendment 50 times (pp. 1533- 
1537). He refused to answer questions by the chairman of the sub- 
committee as to whether or not he had ever had any contractual 
relationships with the United States Government, and declined to 
answer whether or not he had taken part in bribing Government 
officials (pp. 1533, 1534). Testimony was given that the Kravitzes 
had Government clothing contracts in excess of $19 million during 
the years 1950 to 1952 (p. 1523). 

The identity and bac kground of other members of the Abrams- 
Kravitz combine is covered in other sections of this report relating 
to their specific involvements. 


A. TESTIMONY RE ABRAMS AND KRAVITZ CONTROL OF QMC CLOTHING 
CONTRACTS 
1. Nathan Berger 

Nathan Berger, who resides in Forest Hills, N. Y., testified that he 
has been in the clothing manufacturing business most of his life and 
that he produced millions of dollars’ worth of military clothing for 
the Government during World Wars I and II and during subsequent 
periods (pp. 1201, 1202). 

Berger said that he bid for Government contracts during the years 
1949 to 1951 but did not receive a contract until the latter part of 
the year 1951 or early 1952 after he had contacted Joseph Abrams 
(pp. 1202, 1203). He stated that you had to approach the proper 
persons and have friends in order to obtain contracts, and he identified 
Joseph Abrams, Herman Kravitz, and Samuel Kravitz as the people 
to be approached (pp. 1202, 1203). 

Berger also testified that he later became associated with Joseph 
Abrams after Abrams and two of his companies, Fabric Garment Co. 
and Richland Clothes, were blacklisted because of irregularities with 
Government-furnished property (p. 1204). 


2. DeFero, Lieberman, and Kimmel 


The Quality Clothing Co., Inc., of Vineland, N. J., was a clothing 
corporation principally ow ned by Anthony DeFero and other members 
of the DeFero family. 

Testimony was given by Anthony DeFero that Quality Clothing Co., 
Inc., which had over $5 million in Government contracts from 1950 to 
1954, wes directed by the Kravitzes during this period through Samuel 
Kravitz’ brother-in-law, Nathan C. Lieberman, who became president 
of Quality Clothing Co., Inc. This direction continued long after the 
Kravitzes and Kravin Park Clothes were barred from Government 
business in the latter part of 1952. 

Anthony DeFero testified that in 1948 the Quality Clothing Co. 
hired Nathan C. Lieberman, who is married to Samuel Kravitz’ 
sister, at a salary of approximately $300 per week, on the basis of 
promises by Lieberman that he could bring in a great deal of work to 
the corporation (p. 1477). DeFero stated that in 1950 Lieberman 
wanted to ‘make a big killing’ by getting into Government business 
(p. 1477). Lieberman told ‘DeFero that he could get Government 
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clothing contracts and that he knew the proper way to administer 
them, including the obtaining of deviations once the contracts were 
received. About this time, DeFero said, Lieberman was made presi- 
dent of the Quality Clothing Co., Inc., although he had no money 
invested in the corporation (pp. 1477-1479). 

Herman Kravitz from 1950 held a $30,000 mortgage of the corpo- 
ration, but this did not allow him, Kravitz, to share in any of the 
profits of the business (p. 1482). 

Lieberman told the subcommittee that he had a 25-percent interest 
in the Quality Clothing Co., Inc., but when asked if he put any 
money into the corporation, he invoked the fifth amendment and 
again used this privilege when queried as to the financial arrange- 
ments between Herman and Samuel Kravitz and the Quality Clothing 
Co., Inc. (pp. 1448-1449). DeFero stated that the corporation 
received a number of Government contracts through Lieberman and 
that the latter took care of getting deviations both legitimate and 
otherwise (p. 1483). DeFero said that the Quality Clothing Co., Inc., 
received deviations from the Government which he felt they were 
really not entitled to nor necessary to do a good job for the Govern- 
ment, and without which the corporation would still have made a 
profit (p. 1483). 

He testified that Herman Kravitz did not advise him as to what 
deviations to ask for, but when queried as to whether Kravitz was 
advising Lieberman, he answered, ‘Well, I’ll put it this way, Mr. 
Lieberman did not make a move unless he asked Mr. Kravitz” 
(p. 1480), and that this held true during the entire period of time 
during which they had Government contracts. DeFero also testi- 
fied that Lieberman told him, “You can never make a Government 
contract unless Mr. Kravitz was behind you” (p. 1485). This 
statement was made in 1954, a period long after the Kravitzs had 
been barred from doing business with the Government and which 
indicated to DeFero that Herman Kravitz “was still a big man” 
(p. 1486). 

Murray Kimmel, a certified public accountant in the State of 
New York, worked for Joe Abrams in his accounting firm from 1947 
to 1952. Herman and Samuel Kravitz were Abrams’ clients in 1947 
and through this connection, Kimmel was hired as Kravitz’ account- 
ant from 1947 on (p. 1464). 

Kimmel stated that he became associated with Nathan Lieberman 
because of his relationship to Kravitz and in approximately 1948 
Lieberman hired him as Quality Clothing Co., Inc.’s accountant, 
and that this lasted until the inactivation of this corporation in 1954 
(p. 1464). In 1953, while still the accountant of Quality Clothing 
Co., Inc., he entered into a contract with Herman Kravitz whereby 
he represented Kravitz as his agent in connection with the special 
bank account which the Quality Clothing corporation opened in the 
Royal Industrial Bank in New York. This contract authorized 
Kimmel to sign checks on this account. This authority, according 
to Kimmel, was approved by the corporation. Kravitz’ action 
of hiring him as his agent was motivated because Herman and Samuel 
Kravitz had guaranteed a substantial loan made in September 1953 
from the Royal Industrial Bank to the Quality Clothing Co., Inc. 
Kimmel stated that as a result he received his instructions either 
from Nathan Lieberman or Herman Kravitz as to what checks were 
to be made out on the Quality Clothing Co., Inc.’s, special account. 
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Anthony DeFero related that in 1953 Lieberman was going to bid 
on a Government contract for 175,000 trench coats, but before he 
submitted it he arranged for DeFero to meet with him and Herman 
Kravitz at the latter’s office where the bid price was changed to a lower 
figure, as suggested by Herman Kravitz, and as a result, the corpora- 
tion received the contract. DeFero testified that Kravitz himself 
could receive no clothing contracts since he and Kravin Park Clothes 
had been placed on the debarred, ineligible, and suspended contractor’s 
list maintained by the Government. At the conclusion of this con- 
tract, like the other contracts before, DeFero was told by Lieberman 
that they had not made any money, in spite of the fact that Murray 
Kimmel had told DeFero that they were making money (p. 1481), 
DeFero at this point stated that the payments to the Quality Clothing 
Co., Inc., for delivery of goods went into the Royal Industrial Bank 
account, and that he never received any bank statements and, there- 
fore, did not know the financial status of this account (p. 1486). When 
Lieberman told him that he had made no money he obtained the 
services of another accountant who went through the corporation’s 
books and discovered something “‘flukey” (p. 1481). DeFero stated 
that he and his brother subsequently met Kimmel’s assistant in the 
office of the Quality Clothing Co. and, over the assistant’s protest, 
wrested away the canceled checks which he had with him in his bag. 
From a review of the checks, he, for the first time, learned where the 
money in the special account in the Royal Industrial Bank had gone, 
He testified that roughly $120,000 had been withdrawn from this 
account by Nathan Lieberman without his knowledge and without 
his permission (p. 1453). When questioned about these withdrawals, 
Lieberman told him that the moneys were for expenses, including 
$100,000 which he claimed he put up to finance the contract. DeFero 
admitted that this came to him as a surprise and that he felt Lieber- 
man was “taking him for a ride” (pp. 1454-1455). DeFero further 
testified that Kravitz and Lieberman realized the profits on the busi- 
ness and when queried as to how this could happen without him being 
aware of it, DeFero, who previously had conceded that Lieberman 
and Kravitz had taken over the business and operated it to suit 
themselves, answered, “I will put it this way, Senator. I think that 
we were out of his class” (p. 1486). 

Two checks, one dated September 22, 1953, in the amount of $1,000, 
and the other dated December 24, 1953, in the amount of $2,000, pay- 
able to Lieberman and signed by Murray Kimmel and drawn on the 
Quality Clothing Co., Inc., special account, were shown for identifi- 
cation purposes to Nathan Lieberman who thereupon invoked the 
fifth amendment to this as well as to other questions dealing with the 
use of moneys withdrawn from this account. Lieberman was asked 
by Senator McCarthy: 


Did you, either directly or indirectly, pay any money to 
any Government employee in order to get your contracts? 

Mr. LigBERMAN, T detine to answer that, sir, on the 
grounds it may incriminate me. I plead fifth amendment 
(p. 1457). 


Introduced by a staff investigator were two checks dated April 29 
and May 21, 1954, one in the amount of $25,000 and the other in the 
amount of $20,000, payable to A. C. Clothing Manufacturing Co., 
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signed by Murray M. Kimmel, and drawn on the Quality Clothing 
Co., Inc., special account. Murray Kimmel offered the following ex- 
Janation for these checks: He stated that the Quality Clothing Co., 
nc., became indebted to the A. C. Clothing Manufacturing Co. when 
the latter had subcontracted 100,000 Marine coats for an agreed price 
of $144,000. The Quality Clothing Co., in the course of performing 
on this subcontract, felt its costs were running too high and, there- 
fore, could not complete the garments at the agreed price. The A. C. 
Clothing Manufacturing Co. made payments (final one in June 1953) 
in excess of the agreed price, that is to say $185,750. Kimmel ex- 
plained this concession was made because the Kravitzes desired the 
arments to be completed without delay and also, because of the 
Eeivitees relationship with Lieberman. He knew of no other reason 
why this concession was made but conceded now, at the time of his 
testifying, that he had reason to believe that there was something 
“phony” about this deal. Kimmel further testified that DeFero was 
aware of an amount due A. C. Clothing Manufacturing Co. and he 
could give no explanation for DeFero stating that he knew nothing 
about this obligation (pp. 1466-1470). 

Kimmel identified a worksheet, dated October 1, 1951 (exhibit 56), 
which contained abstracts of certain contracts of Kravin Park Clothes. 
The worksheet revealed an agreement, dated February 12, 1951, 
between Kravin Park Clothes and the Egg Harbor Co., a competitor 
of Kravin Park Clothes, wherein the former would receive 25 percent 
of Egg Harbor’s net profits on a Quartermaster contract. ag 
testified that he did not know whether this contract ever went into 
effect. 

Another agreement dated February 10, 1951, to 1956 was made by 
the Kravin Park Clothes and Romolo DeSantis, who is the principal 
officer in the D. S. Cutting & Sewing. This agreement stipulated 
that DeSantis was to pay Kravin Park Clothes 25 percent of its 

rofits whenever DeSantis was used by Kravitz for Government work. 
t should be kept in mind that at the time of Kravitz’ company, 
Kravin Park Clothes, made these contracts, all his known companies 
were on the debarred list. 


8. Samuel Leider 

Samuel Leider resides in Millville, N. J., and is the owner of Cumber- 
land Cloak Co., Inc. Leider has been in the clothing manufacturing 
business for over 30 years and has manufactured military clothing for 
the Government since the year 1941 (pp. 1416-1417). 

Prior to Leider’s testimony, Berger had testified that Leider had 
told him that he had promised to pay Herman Kravitz $12,000 in 
connection with 3 trench coat contracts awarded in 1953. Leider 
was having difficulties in making deliveries because of inspection 
troubles. Leider told Berger he promised to pay Kravitz the $12,000 
and that Kravitz was supposed to pay the money to Government 
people who would keep Leider out of trouble (p. 1208). 

Testimony was also elicited from Berger that the arrangement 
between Leider and Kravitz was a continuation of the system that the 
Kravitzes and Abrams had during the 1950’s; namely, that contractors 
would pay them money and this money was to be paid to Government 
personnel (pp. 1208-1209). 
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Leider talked freely with members of the subcommittee staff re. 
garding his associations with Herman and Samuel Kravitz but took 
the fifth amendment to all questions during the public hearing and 
collapsed after only a short time on the stand. Leider, on the day 
before he was to testify, appeared at the staff offices of the subcom. 
mittee and indicated that he was prepared to testify to matters pre. 
viously discussed with the staff (p. 1418). Later, that same day 
Leider disappeared from the staff offices without his hat and coat and 
was gone for about 3 hours. It was subsequently discovered that 
Leider had been with Joseph Abrams (p. 1429). dignificantly 
Leider took the fifth amendment to all pertinent questions when he 
later appeared on the stand. 

A member of the staff who had conferred with Leider testified, 
after the latter collapsed, that the information furnished by Berger 
was substantially the same as Leider’s story to that staff member, 
He related that Leider said that he was having difficulties in getting 
garments accepted by the Government inspectors and could make no 
deliveries. He became ill about that time and, during July 1953, 
Herman Kravitz visited him. Kravitz asked him how he was getting 
along on his contracts, and Leider told him he was “‘getting by.” 

Subsequently, it became more difficult to have garments accepted 
by the inspectors. Leider met Kravitz, about November or December 
1953, at an inn in Vineland, N. J., and asked Kravitz to help him, 
Kravitz said he would help him out and would call Leider. About 2 
days later, Kravitz called and told Leider if things could be worked 
out, he (Leider) would be able to ship his garments, but it would cost 
Leider $17,000. Leider was to pay $5,000 immediately and $500 a 
week for the next 24 weeks. 

Leider told Kravitz that he could not draw that much money out 
of his business. About 4 or 5 weeks later, Kravitz called Leider and 
said he had to have $5,000 in $20 bills, immediately, and that he, 
Kravitz, would loan him the $5,000. Kravitz gave Leider a personal 
check for $5,000 which Leider deposited in the Cumberland Cloak 
Co., Inc., bank account. The next day Leider withdrew $5,000 from 
the bank in $20 bills. In accordance with arrangements made with 
Kravitz, Leider met George Klass, Herman Kravitz’ brother-in-law, 
at a Vineland, N. J., restaurant and delivered a brown paper bag 
containing $5,000 in $20 bills, to George Klass (pp. 1424-1425). 
Leider executed a note to Kravitz for the $5,000 loan. 

Leider said that he continued having trouble in having garments 
passed by the inspectors. He refused to pay the note he gave Kravitz 
for the $5,000 loan, and he did not pay the $500 a week because he 
felt that it was a “shakedown.” However, Leider subsequently agreed 
to pay the $5,000 after a suit on the note was filed against Leider by 
an attorney representing David Yamron (a business associate of Her- 
man Kravitz), the holder of the note. Yamron testified that he be- 
came the holder of the note as an accommodation for Herman Kravitz 
and that the suit was to recover the money for Kravitz (pp. 1424-1432 
and 1487-1494). 

The staff investigator further testified that an analysis of the 
NYQMPA records indicated that Leider’s rate of delinquency de- 
creased shortly after December 1953 (after Leider’s payment of the 
$5,000); that his contracts were not terminated for delinquencies in 
deliveries; and that he was permitted to subcontract a considerable 
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portion of one contract to Combat Uniform Corp., the Abrams “front” 
company operated by Nathan Berger (pp. 1204 and 1432-1434). 

He also testified that as recently as last year Kravitz and Leider 
were collaborating with regard to this subcommittee’s investigation. 
This was clearly established in connection with letters which were sent 
by the subcommittee on June 25, 1955, and September 9, 1955, to 
various contractors, including Kravitz and Leider, wherein informa- 
tion was sought as to whether any improper demands had been made 
on the contractors by Government personnel. Kravitz’ letter to the 
subcommittee and a rough draft copy of Leider’s letter to the sub- 
committee, upon analysis by the Federal Bureau of Investigation 
Laboratory, were found to be prepared on the same typewriter (pp. 
1420-1423). 

4. David Spatt 

David Spatt, who died during January 1956, before he could again 
be interrogated by this subcommittee, testified in the hearings held 
in 1955 that he was a civilian employee of the NYQMPA from 1940 
until he retired on December 29, 1951, in the position of purchasing 
agent. Shortly thereafter, he went into business as a consultant to 
clothing manufacturers who had contracts with the Government. 
His office at 1 Union Square West, New York City, was in close 
proximity to the NYQMPA. 

Spatt testified that in the years 1950 and 1951 he received a Gov- 
ernment salary of about $5,000. In the year 1952, he reported an 
income of $31,000 (p. 1025). 

Testimony of the staff investigator who had interviewed Samuel 
Leider revealed that the latter stated that about the same time as 
the above-mentioned trench coat transactions, Herman and Samuel 
Kravitz had advised him to employ David Spatt to assist him in 
his negotiations with the NYQMPA. Leider at that time was being 
faced with termination of his trench coat contracts because he was 
badly delinquent in making deliveries. Although Spatt was paid 
$1,000 on January 13, 1954, for his services, Samuel Leider was either 
unable or unwilling to give a reasonable explanation as to what the 
payment was for except to say, “I’ll admit I was a damn fool’ (pp. 
1425-1427, 1434). 


B. ABRAMS-KRAVITZ BOND TRANSACTIONS 


1. Berger’s testimony 

Testimony indicating that unregistered United States Treasury 
and municipal bonds were used by the Abrams-Kravitz combine for 
bribery and blackmail of Government personnel was furnished the 
subcommittee by Nathan Berger. 

Berger testified that while he was still connected with Abrams, 
about September 1953, he obtained some information about the bonds. 
Harold Hyman, Abrams’ relative and business associate, approached 
him with a proposition about $50,000 worth of unregistered United 
States Treasury bonds that he would sell for $40,000 (pp. 1205-1206). 

Subsequently, Berger obtained further information leaving him 
with the impression that bonds were being given to Government 
personnel for favors, and that they were used for blackmailing 
Government personnel. 
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The chief counsel of the subcommittee, in questioning Berger (p, 
1207), elicited the following information: 


Mr. Kennepy. Was there an understanding as to what 
these bonds were to be used for as far as Government person- 
nel was concerned? Did you receive an impression as to 
what these bonds were being used for? 

Mr. Brrcer. I think some people got the impression 
that they were purchased for the purpose of handing them 
out to Government personnel. Honestly, I don’t believe it, 
but that is the impression given. 

Mr. Kennepy. Was that the impression that was being 
given by Mr. Abrams? 

Mr. Bercer. That is right. 

Mr. Kennepy. That is that these bonds were being given 
to Government personnel? 

Mr. Bercer. That is right, for favors. 

Mr. Kennepy. And was it the further impression that 
you received from talking to Mr. Spatt and talking to Mr. 
Abrams that these bonds were further used as blackmail? 

Mr. Bercer. Well, Mr. Spatt and I compared notes some- 
time last year, and it was our impression that if some of the 

ersonnel in the Government got them, they were used for 
lackmail. 

Mr. Kennepy. How would they be used for blackmail? 

Mr. Bercer. Well, it is hard to figure out. Probably an 
expert would tell you more about it than I do. But my im- 
pression is that once a man sells coupons—I had bonds at one 
time, too, I had money—you cash them in a bank and the 
bank makes a record of where the coupons come from. I 
assume they figured if a man gets a bond with coupons, he 
will eventually cut them, and then they can always threaten 
him that he has been turning out coupons for bonds for which 
he cannot show payment. 

Mr. Kennepy. So then if the Government employee would 
not do a favor in the future, they would say, ‘‘We can show 
that you received bonds you didn’t pay for?’ Is that it? 

Mr. Bercer. Right. That is my impression. 


In this connection, limited testimony of a specific nature was ob- 
tained from Abrams and Berger indicating that David Spatt ob- 
tained two $1,000 unregistered United States Treasury bonds from 
Murray Berman, Abrams’ associate, while Spatt was an employee of 
the NYQMPA. The two bonds were subsequently purchased from 
Spatt by Herman Kravitz (pp. 1206-1208, 1641). 

Abrams testified that Spatt asked Berman to buy the bonds for 
him, that the bonds were for Spatt’s grandchildren and were pur- 
chased in their names, and that Spatt paid Berman for the bonds 
(pp. 1396-1397). 

Berger, who was an associate of Dave Spatt, testified that Spatt 
had told him that he had purchased the bonds from Joseph Abrams 
and that later he had sold them to Herman Kravitz (pp. 1206-1208). 


2. Identity and extent of purchases and sales 
The Abrams-Kravitz bond transactions involved in the subcom- 
mittee hearings, amounting to about $9 million (p. 1227), were 
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handled through a New York Coty seowmaities firm, Gregory Harrington 
& Co., Inc., 25 Broad Street, New York, N. Y. The firm dealt 
exclusively in municipal and Government bonds, most of which were 
unregistered and were referred to by Harrington as “interest-bearing 
cash,” and that such bonds could be passed like money (pp. 1223- 
1224). 

ae testified that his first bond transactions with Abrams 
took place during June or July 1950 and that he continued to do 
business with Abrams until February or March 1953 when he learned 
that Abrams was being investigated for the theft of Government 
furnished property (p. 1225). 

Harrington further testified that of the 28 names under which 
Abrams and Kravitz dealt in bonds, he knew and had met only Joseph 
Abrams, Herman Kravitz, and Samuel Kravitz (pp. 1225-1228). 
He said that the bonds were picked up and delivered by Murray 
Berman, an employee of Joseph Abrams. 

He said that Joseph Abrams purchased a total mount of $3,105,000 
in bonds, in his own name, from 1950 to March 1953, and that from 
1950 to the end of 1952, bonds totaling over $2 million were purchased 
in 27 other names (pp. 1225-1226). Only about one-half of the bonds 
purchased, $3,346,000 worth, were sold back through Gregory Har- 
rington & Co., Inc. (p. 1227). 

Abrams had told Harrington that he was handling the bond trans- 
actions for the other 27 individuals because they were business 
associates and because they did not understand bonds (p. 1227). 
Harrington testified he did not know that fictitious names were being 
used until he was so advised by Government agents (p. 1228). 

Testimony was furnished (p. 1233) that bonds were purchased in 
other names by Abrams under the following names and amounts: 


Sidney Brandes__.....------ $72, 000| Richard Meyer___....______- $157, 000 
MIDOTONR Wc. c6 see B Kos 4. 65, 000} Attilio Musto__..-...-______ 118, 000 
Sees ee Be 308, 000 | Harry Oliver_..............- 104, 000 
eT og cn seddtin wenn 75, 000} Harvey Polikoff...........-- 11, 000 
EE es ee oe oe 1, COG LOGT SUDO, 2 cee ewe 19, 000 
een meee CU eoedu bin 7, 000} Emanuel Reinus_....._.___- 221, 000 
Jack Friedman__.......-..-- 28, 000} Nat Rosen___._....._-...-- 42, 500 
Herman Gravitz..........--- 64, 000} Fred Rothschild__.._____-___ 82, 000 
I ak a BR MS AE I oS 260, 000 
maney wanien .... 2... 40; GOO1'd. Bonwarts.” 2. 200) oe 20, 000 
eoewe Mines. ......252.-.-- 58, 500] Frank Schmidt__......_--_-- 105, 000 
Sees. ce acdada us 16, OOO) A. B. Sharpe. 52:54 assess ag 24, 000 
Howard McGrath__....-..-- 50, 000 | David Silverfarb........._.. 265, 000 
Marshal McLeod... _...__---- 30, 000 


Subcommittee letters were addressed to the persons and addresses 
shown in the Harrington records for the purpose of establishing their 
identity and their connection in the bond transactions. These letters 
for the most part were returned by the post office as undeliverable. 
For example, the letter addressed to Mr. J. Chapman, 2926 Orange 
Street, Cleveland, Ohio, was returned with the post-office notation, 
“No such street number” (p. 1234). Other letters were returned with 
notations, ‘Unknown at that address,” or “Incorrectly addressed.” 

While many of the names and/or addresses were evidently fictitious, 
some transactions were in the name of Abrams-Kravitz associates. 
They were subpenaed to testify before the subcommittee. 

Joseph Abrams, Herman Kravitz, Samuel Kravitz, and their 
principal associates took the fifth amendment on all queries relating 
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to the bond transactions. However, some of the lesser associates, jn 
whose names huge quantities of bonds were purchased and gold 
testified that they knew nothing about the bond transactions untj 
the matters were brought to their attention by Federal investigators, 

(a) John M. Cobb, a former Army lieutenant colonel (p. 1266), wag 
hired by Abrams for a period of several months during 1952 to work 
for Fabric Garment Co., Inc. He admitted that his services to 
Abrams were of a questionable nature (pp. 1268-1271). 

Cobb testified that he knew nothing about the $308,000 worth of 
municipal and United States Treasury bonds purchased in his name 
from Gregory Harrington & Co., Inc. (pp. 1272-1273), and that he 
did not know about Gregory Harrington or the bonds until he was 
contacted by subcommittee staff investigators. 

Asheville, N. C., municipal bonds, having a face value of $58,000 
and purchased in the name of John Cobb, were paid for by checks 
issued by Prisil Manufacturing Co., Model Clothes, Inc., Joe Kipness 
Coats & Suits, and Good Grade Clothes (pp. 1274-1275 and exhibit 
5). These bonds were purchased on December 11, 1951, prior te 
Cobb’s employment by Joseph Abrams. 

(6) Harry Liburt, in whose name $15,000 worth of West Virginia 
Tri-State bonds were purchased on October 29, 1951, from Harrington, 
died almost a year before the date of the transaction. 

Liburt’s widow, Mrs. Pauline Liburt, furnished the subcommittee 
a written statement (p. 1329) that she never received the bonds and 
that she does not know Joseph Abrams or Emanuel Abrams (Joseph 
Abrams’ father), whose company, Gilda Clothing Co., paid for the 
bonds. 

(c) Harvey Poliakoff, a medical doctor, in whose name $11,000 
worth of Fairbanks, Alaska, municipal utility revenue bonds were 
purchased from Harrington, furnished the subcommittee a written 
statement (pp. 1329-1330) that he never purchased or received the 
bonds. 

Poliakoff further declared that he did not know Joseph Abrams, who 
gave the instructions that the bonds be purchased in his name, nor 
John Cicciarelli, the person who purportedly paid for them. 

(d) Attilio Musto, a former associate of Joseph Abrams, testified 
that he knew nothing about the $118,000 worth of bonds purchased 
from Harrington in his name (pp. 1308-1312) and that he did not 
receive or pay for the bonds. 

Musto and Joseph Abrams’ father were the owners of record of 
Gilda Clothing Co., the company whose checks were used for bonds 
purchased in the name of Musto and others of Abrams’ associates 
(pp. 1309-1311, 1329). The ownership of this company was subse- 
quently taken over by Murray Berman and David Seltzer (p. 1309), 
two individuals often referred to in reference to Joseph Abrams’ 
transactions. 

(e) Nathan Rosen, another former associate of Joseph Abrams, 
testified that he knew nothing about the $42,500 worth of bonds pur- 
chased in his name (pp. 1253, 1257, 1258), and revealed a rather 
bizarre angle to the Abrams-Kravitz bond transactions. 

The Nat Rosen Co., the name under which Rosen was operating as 
a subcontractor for the Fabric Garment Co., Inc. (p. 1250), issued 
7 certified checks, aggregating $116,442.89, to Gregory Harrington & 
Co., Inc. (p. 1253). The checks paid for municipal and United States 
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Treasury bonds purchased in the names of Nat Rosen, Herman 
Gravitz, and Sidney Kaplan (pp. 1257-1258). 

Rosen testified that when he signed the first check to Gregory 
Harrington & Co., Inc., he had been told by Abrams or his associate, 
David Seltzer, that Gregory Harrington & Co., Inc., was a clothing 
contractor that had done work for the Nat Rosen Co. (pp. 1250-1253), 
and that the check was in payment for labor and for goods (pp. 
1253-1258). 

Testimony by Rosen revealed that the Nat Rosen Co. was actually 
financed and controlled by Joseph Abrams and the Fabric Garment 
Co., Inc. (pp. 1252-1253), and, further, that the NYQMPA evidently 
had no knowledge that Rosen, through Abrams and Seltzer, was 
apparently subcontracting work to unauthorized plants (pp. 1250- 
1253). Rosen identified David Seltzer as being Abrams’ agent 
(p. 1251), and Seltzer as having made arrangements with other com- 
panies to handle work for Fabric Garment Co., Inc. Seltzer was 
unavailable to testify. 

(f) Alphonse J. Leonetti, who operated the Al Leonetti Felling Co. 
for Joseph Abrams (p. 1276), furnished testimony similar to that fur- 
nished by Nathan Rosen with respect to the bond transactions. 
Leonetti testified that he was led to believe that Gregory Harrington 
& Co., Inc., was a south New Jersey clothing manufacturer and that 
his check in the amount of $15,693.75 to Harrington was for felling 
work done on 15,000 garments. The check was used to pay Harring- 
ton for West Virginia Tri-State bonds purchased in the name of 
Harold Haff (pp. 1279-1280, 1288-1289). 

Leonetti testified that Murry Berman sent Nat Bedar (Bader) to 
see him when his (Leonetti) production for Abrams was behind 
schedule, and that Bader arranged for a truck to pick up 15,000 
garments to be “felled” by a “south Jersey” plant (p. 1280). 

Information had been furnished by Leonetti to staff members of 
the subcommittee that Abrams was afraid of a certain person and 
was paying him $150 a week; that Abrams wanted this person to leave 
the United States and go to South America; and that this person 
knew about payoffs to Government inspectors (pp. 1281-1293). 
Leonetti later revealed that this person was Murray Berman. He 
subsequently retracted this information on the witness stand. Leo- 
netti admitted on the stand that he, with other witnesses, had con- 
ferred with Joseph Abrams and his attorney in a Washington law 
office on the night before he was to testify, but denied that he was told 
how to testify before the subcommittee (pp. 1283-1286). 

Prior to being called as a witness, Leonetti had told staff investi- 
gators that he knew nothing about the bonds and the Gregory Har- 
rington & Co., Inc., transaction, and that the check for $15,693.75 
was made out at the Fabric Garment Co., Inc., office, and that he 
merely signed the check (pp. 1287-1291, and exhibit 6). 

(9) Murray Berman was identified by Gregory Harrington as the 
man who picked up and delivered the bonds for Abrams (p. 1229), 
and was linked as a business associate of Abrams by Alphonse Leonetti 
(p. 1280) and Jack Schwartz (p. 1297). 

Berman took the fifth amendment on almost all questions relating 
to the bond transactions and concerning his associations with Abrams. 
He refused to answer questions relating to checks he signed for pay- 
ments, in part, for the purchase of $72,000 worth of bonds in the name 
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of Sidney Brandes, $7,000 worth in the name of David Frank, $104,000 
worth in the name of Harry Oliver, and $20,000 worth in the name of 
Herman Kravitz (pp. 1350-1351 and exhibits 21, 24, and 26), 

Berman’s attorney told the subcommittee that Murray Berman and 
the Mayflower Manufacturing Corp. (Berman’s company) were under 
indictment in the United States District Court for the Southern 
District of New York in connection with misappropriation of Govern. 
ment-furnished property delivered to the Fabric Garment Co., Ine, 
and that Berman and his company are also under investigation by the 
United States Internal Revenue Service for income-tax violations 
(pp. 1340-1341). 

Berman denied that he had any information as to whether any of 
the bonds were given to Government personnel (p. 1352), but took 
the fifth amendment on all questions relating to United States Treas- 
ury bonds purchased by him for David Spatt, a NYQMPA purchasing 
agent (pp. 1359-1361 and 1396-1397). 

Berman refused to give any information concerning stolen Govern- 
ment-furnished property and as to his associations with Joseph 
Abrams, Herman Kravitz, Samuel Kravitz, Nathan Bader, David 
Seltzer, Alphonse Leonetti, Samuel Leider, and David Spatt. He 
further refused to answer all pertinent questions regarding the May- 
flower Manufacturing Co., Fabric Garment Co., Inc., Combat Uniform 
Corp., and other Abrams-Kravitz companies in which he evidently 
had an interest (pp. 1343, 1349). 

Testimony revealing that Berman was involved in the Abrams- 
Kravitz bond transactions and other financial arrangements was 
brought out in matters relating to the Sassafras Coat Co., of Millville, 
N. J. 

A signature card filed with the Millville National Bank, Millville, 
N.J., at the time the Sassafras bank account was opened on September 
28, 1951 (exhibit 29), listed the following as officers of this company: 


Murrey Berman, president 
Sidney Levenson, vice president 
Sam Repetti, secretary 


The account was introduced to the bank by “‘S. Leider.” 

A Sassafras check in the amount of $20,000 was used to purchase 
bonds in the name of Sam Repetti upon the instructions of Joseph 
Abrams, and another check for $19,440.60 was issued to purchase 
$20,000 worth of United States Treasury bonds in the name of J. 
Schwartz. 

Another Sassafras check in the amount of $16,000 was endorsed by 
Samuel Kravitz and Murrey Berman. 

A Fabric Garment Co., Inc., check in the amount of $12,852 was 
deposited to the Sassafras bank account. 

Berman denied having any knowledge about the Sassafras Coat 
Co. and its transactions (pp. 1354-1359), but took the fifth amend- 
ment when asked whether he knew Sam Repetti, Sam Leider, the 
Kravitzs, and others whose names appear in connection with the bond 
and check transactions. 

The subcommittee was unable to elicit any information from 
Abrams, the Kravitzs, the Leider concerning the Sassafras Coat Co. 
and its financial transactions. : 

Ambrose P. Parr, president of the Millville National Bank, testified 
that Samuel Leider, a customer of the bank, requested that an account 
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be opened in the name of Sassafras Coat Co.; that Leider apparently 
obtained the signatures for the signature card; and that Leider de- 
posited a check drawn by Beekman Clothes Co. :to open the account 

. 1330). 
arr said that Berman, Repetti, and Levenson were unknown to 
him and employees of the bank (p. 1331). He also testified that the 
bank officials had no knowledge whether Sassafras Coat Co. had ever 
actually been in operation. 

(kh) Jack Schwartz, the former treasurer of Fabric Garment Co. 
Inc., testified that he knew nothing about the $20,000 worth of United 
States Treasury bonds purchased in his hame, upon instructions of 
Joseph Abrahams, from Gregory Harrington & Co., Inc. He knew 
nothing about the Sassafras Coat Co. whose check paid for the bonds 
and asserted that he did not receive, endorse, or deposit a refun 
check on the bonds in the amount of $558.40 from Harrington to his 
order, and knew nothing about the name “Kravitz” on the back of the 
check (pp. 1298-1300 and exhibits 7 and 8). 

Testimony was elicited from Schwartz that the premises of his 
present: business, The Mart Valet Cleaning Co., are owned by Joseph 
Abrams and that Murray Berman had something to do with Schwartz 
renting the premises from Abrams. 

Schwartz said that he knew nothing about the Fabric Garment 
Co., Inc., books and records; that he was an officer in name only; 
that he had only a 5 percent interest in the business; that he was 
primarily a production man; and that he knew nothing about mis- 
agpenpneted Government furnished property by Fabric Garment 
Co., Inc. 

Schwartz, Murray Berman, and Harold Hyman had conferred 
with Joseph Abrams and his attorney in the attorney’s office the 
night before they testified before the subcommittee (p. 1302). 

(:) Harold Hyman, a relative of Joseph Abrams and an officer 
of Fabric Garment Co., Inc., denied that he had offered to sell Nathan 
Berger $50,000 worth of United States Treasury bonds for $40,000 
(pp. 1367-1368), but he took the fifth amendment on other queries 
relating to his or Abrams’ bond transactions (pp. 1366-1367). 

Hyman’s attorney told the subcommittee that Hyman and the 
Fabric Garment Co., Inc., were under indictment in the United States 
District Court for the Southern District of New York for the conver- 
sion of Government furnished property and that Hyman was under 
additional indictment for the falsification of Government records 
(pp. 1361-1362). 

Hyman testified that he could recall nothing about the Sassafras 
Coat Co., or about the Fabric Garment Co., Inc., check he signed for 
for $12,852 to the Sassafras Coat Co. (pp. 1368-1370). Sassafras 
checks, it is to be recalled, were used to pay for bonds purchased in 
the name of Sam Repetti (p. 1331) and J. Schwartz (p. 1332). 

Hyman took the fifth amendment to queries as to whether he used 
fictitious names in his business dealings (pp. 1370-1371). 

(j) Abraham B. Sharpe, a New York City bookseller, took the 
fifth amendment on all questions relating to $24,000 worth of United 
States Treasury bonds purchased from Gregory Harrington & Co., 
Inc., upon Abrams’ instructions, in the name of A. B. Sharpe. 

_ The confirmation of sale slip concerning the bonds (exhibit 4) 
includes the following data concerning payment for the bonds: 
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Paid by check of $24,000 on Bankers Trust Co., Broad- 
way, signed by Arthur Sharpe. Endorsement on back, In 
full settlement and satisfaction of any and all claims of 
Samuel Leider against Abraham B. Sharpe. Endorsed by 
Samuel Leider. 


A refund check on the bond transaction, from Harrington to Sh 
in the amount of $427.83 (exhibit 3), was deposited by Abraliens ‘es 
Sharpe in his bank. 

Sharpe invoked the fifth amendment as to whether he knew Joseph 
Abrams or Herman Kravitz; whether he purchased any bonds from 
Gregory Harrington & Co., Inc.; and as to his financial arrangements 
with Samuel Leider (pp. 1243-1244). Samuel Leider, it is to be re- 
called, was deeply involved in the Abrams-Kravitz combine and was 
particularly involved in a mysterious $5,000 payment, in $20 bills, 
through George Klass to Herman Kravitz (p. 1425). 

(k) George Klass, according to Harrington’s records (p. 1233), pur- 
chased bonds worth $58,500. He took the fifth amendment with 
regard to all pertinent queries. 

Klass refused to answer such questions as: whether he is in the 
clothing business; whether he is a certified public accountant; and 
whether he and his associates did $19 million worth of business with 
the Government (pp. 1539-1542). 

Klass was given opportunities by the subcommittee to deny that 
he and his associates were involved in bribery and collusion with 
United States Government procurement personnel, but he refused to 
answer and invoked the fifth amendment. He took the fifth amend- 
ment regarding the $5,000 cash in a paper bag that he picked up from 
Samuel Leider on instructions from Herman or Samuel vitz 
(p. 1539), and likewise invoked the fifth amendment when asked by 
the chief counsel of the subcommittee whether he had ever directly 
or indirectly made any payments or gifts to any Government officials. 

Klass also invoked the fifth amendment concerning 4 Kravitz 
checks, aggregating $25,200 which he endorsed (pp. 1540-1541 and 
exhibits 66, 67, 68, and 69), and he declined to answer questions by 
the chairman of the subcommittee as to whether proceeds from these 
checks were used for payments to the United States Government pro- 
curement officials (p. 1541). 

(1) A fictitious bond account in the name William R. Nathan, Ine., 
was opened by Joseph Abrams at Gregory Harrington & Co., Inc., to 
cover up suspicious business transactions between Joseph Abrams and 
Herman Kravitz. 

Harrington testified that the account was opened, at the request of 
Abrams, to reflect a loan of $30,000 by Harrington to Abrams. Col- 
lateral for the loan was $47,000 worth of Scranton Housing Authorit 
bonds. Abrams led Harrington to believe that he was connected wit. 
the William R. Nathan, Inc. (pp. 1236-1237). 

Nathan Berger, who was also involved in the transaction testified 
that he endorsed and deposited a $30,000 check from Gregory Har- 
rington & Co., Inc., to William R. Nathan, Inc. He said that the 
check transaction was in connection with a subcontract of 30,000 
trench coats from the William I. Nathan Co. (Berger’s company) to 
Herman Kravitz (p. 1214) but that the William I. Nathan Co. did 
not know about the bond involvement until the matter was brought 
to Berger’s attention by Federal investigators. 
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Berger testified that Herman Kravitz asked him to send a check 
for $50,000 to J. Kipness Coats & Suits, Inc., a Joseph Abrams com- 
pany, and that he (Kravitz) would arrange with Abrams to send him 
(Berger) a check for $30,000. The $50,000 check was to be charged 
to Kravitz (Kravin Park Clothes) and the $30,000 check to be credited 
to his account. 

Berger identified the William I. Nathan Co., Inc., check for $50,000 
to J. Kipness Coats & Suits (exhibit 2) and the Gregory Harrington 
& Co., Inc., check for $30,000 to William R. Nathan; Inc. (exhibit 1). 
He said that he mailed the $50,000 check to Joseph Abrams and 
about 2 months later he received the $30,000 check (pp. 1213-1214). 

Further details relating to the subcontract of 30,000 trench coats 
by William I. Nathan Co. to Kravin Park Clothes are covered in the 
section of this report relating to deviations. Both Abrams and 
Kravitz invoked the fifth amendment regarding all queries about 
their bond transactions and no information was obtained from them 
concerning the William R. Nathan Co. bond account. 

(m) Herman Kravitz opened a bank account under a fictitious 
name for the deposit and cashing of bond coupons and for other 
obviously suspicious purpose. The account was opened at the Leonia 
Bank & Trust Co., Leonia, N. J., in the name of E. W. Randal, Pali- 
sades Park, N. J. 

The Kravitzes had never had an account at the bank, but Herman 
Kravitz knew the bank’s treasurer, Charles P. Wood. 

All of the deposits to the account, made during the period July 2, 
1953, to November 29, 1954, consisted of 3 deposits of coupons total- 
ing $40,945. Analysis of the coupons, covering 1 deposit of $20,007.50 
by a subcommittee staff member (pp. 1327-1329 and exhibit 19), re- 
vealed that coupons were included for bonds having a face value of 
$884,000 that were originally purchased in the names of the following: 


Richard Mayer Joseph Abrams 
Harry Oliver John Cobb 

J. Chapman Carl Ruffen 

Jay Courtney Fred Rothschild 
Herman Gravitz Harold Haff 
David Frank Harry Liburt 
Eruanuel Reinus 


Herman Kravitz took the fifth amendment on all questions relating 
to the E. W. Randal bank account (p. 1528), and would neither con- 
firm nor deny that he still had the bonds worth $884,000. Joseph 
Abrams likewise took the fifth amendment relating to all queries about 
the bond transactions. 

Testimony by the bank treasurer, Charles P. Wood, concerning the 
E. W. Randal account and other dealings of the bank with the 
Kravitzes, revealed a series of bizarre transactions. Prior to the 
time of the Randal account, Herman Kravitz phoned Wood and asked 
whether the bank would issue a bank draft for cash. Wood agreed 
and later a dark-complexioned man with dark glasses came in for the 
draft. The man, a stranger to Wood, had $25,000 in cash, mostly 
consisting of $10 and $20 bills. The draft was made to the order of 
Louis Harris, and was later endorsed for deposit to Gregory Harring- 
ton & Co., Inc. (pp. 1314 and 1323). 

Wood said that sometime later the Kravitzes contacted him again 
and said that they would open an account at the bank and asked for 
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signature cards, The signature cards with the name “E. W. Randal” 

were subsequently mailed to the bank with instructions stating, “Do 

not mail any correspondence.” The initial deposit to the account 

one of bond coupons worth $11,767.50 (pp. 1316-1317 and ex. 
ibit 11). 

The last deposit to the account, consisting of bond coupons worth 
$20,007.50, involved even more fantastic procedures. Wood testified 
that on the evening ',efore the deposit, he received a telephone cal] 
from New York, from either Herman or Samuel Kravitz, who told 
Wood that they would be in to see him at his home late that evening, 
The Kravitzes arrived and when they were about ready to leave they 
gave Wood a brown “cheese paper” package containing the bond 
coupons and asked Wood to take care of the package. Inside the 
pecxege was a list of the coupons and the name “E. W. Randal.” 

ood made out the deposit ticket to the Randal account and the 
deposit was made (pp. 1321-1322). 

Testimony by Wood concerning withdrawals from the Randal 
account was not definite. He said that the checks were signed 
“KE. W. Randal” and that he thought they were signed by the Kravitzes, 
but that he was not certain (pp. 1318-1319). Wood subsequently 
furnished the subcommittee with photostatic copies of six checks 
(p. 1320), totaling $20,000, against the account. The checks were all 
to the order of E. W. Randal and were so endorsed. It was of interest 
to note that two of the checks, for $2,500 each, bore second endorse- 
ments of Yonkers Trotting Association, Inc., general account. Two 
of the other checks, for $5,000 each, were deposited at the Royal 
Industrial Bank, a New York City bank where the Kravitzes trans- 
acted considerable banking activities. 

Wood testified that a balance of $20,973.01 remained in the Randal 
account, and that his bank received a telephone call from a Phil- 
adelphia bank concerning a Randal check being presented there for 
cashing. The Leonia bank vice president cautioned the Philadelphia 
bank about cashing the check, because of the United States Govern- 
ment’s interest in the Randal account (pp. 1324-1325). 

Subsequent testimony revealed that Herman Kravitz had given 
the check to William A. Parzow (an exconvict who was convicted for 
jury tampering) to cash, and that Parzow had attempted to cash the 
check in Philadelphia but had failed and returned the check to 
Herman Kravitz. 

(n) William A. Parzow testified in executive session on April 28, 
1956, at which time he answered most questions without invoking the 
privilege of the fifth amendment. This testimony was made public 
on May 3, 1956. 

Parzow denied having any business dealings with the Kravitzes 
except for a $2,500 loan which was repaid by his father and brothers 
(pp. 1548 and 1553). He first denied having any knowledge about the 
Ek. W. Randal account, but later admitted that he had attempted to 
eash a check for about $18,000 for Herman Kravitz against this 
account, He said that Herman Kravitz was in Philadelphia and 
asked him to cash the check and that he, in turn, asked Charles 
Penney, a Philadelphia hosiery dealer, to cash the check at his bank. 
Penney told Parzow that there was some trouble about the check and 
that he didn’t want to have anything to do with it. Parzow said that 
he then mailed the check back to Herman Kravitz with a note that 
he couldn’t cash the check (pp. 1557-1558). 
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On May 3, 1956, Parzow was a witness in a public hearing at which 
time he took the fifth amendment to almost all queries. He declined 
to deny or affirm charges that he received $74,000 (p. 1624) from the 
Kravitzes which he used to pay off Federal officials or employees 
(pp. 1610 and 1621). 

Testimony was given that Parzow not only handled the E. W. 
Randal check for the Kravitzes but that he handled many other checks 
of a questionable nature for them. Inquiries were made concerning 
the following additional checks: 

(1) Check dated May 1953 from A. C. Clothing Co. for $1,300, 
signed by Herman Kravitz and endorsed by A: Parzow (pp. 1617-1618 
and exhibit 71). 

(2) Check (date unknown) for $700, drawn on the Boardwalk 
National Bank, issued by Herman P. Kravitz (pp. 1618—1619). 

(3) Check dated November 1, 1954, drawn by Herman P. Kravitz 
on the Boardwalk National Bank for $7,000 (p. 1619). 

(4) Check dated January 5, 1955, from Herman Kravitz to W. A. 
Parzow for $250. The check is endorsed by W. A. Parzow and Marco 
Reginelli (pp. 1619-1620 and exhibit 72.) It was brought out that 
Marco Reginelli (now deceased) was a “top hoodlum” in the New 
Jersey and Philadelphia areas and that he had been indicted 15 or 16 
times and convicted 6 or 7 times. Reginelli had been associated with 
manufacturers of military clothing and had a clothing company in 
New Jersey (p. 1589). 

(5) Check dated January 14, 1955, drawn by Herman Kravitz on 
the Boardwalk National Bank to the order of Parzow for $15,000. 
The check was subsequently deposited by Marco Reginelli to his ac- 
count at the Boardwalk National Bank (p. 1620 and exhibit 73). 

(6) Check dated September 8, 1954, from David Yamron to William 
A. Parzow for $12,500. Yamron had stated that Kravitz gave him 
$12,500 which he deposited in his own bank account, and then on 
Kravitz’s instructions, on the same day, he issued a check for $12,500 
to Parzow (p. 1621 and exhibit 74). 

(7) Check dated September 9, 1954, from David Yamron to W. A, 
Parzow for $5,000. Yamron received a check for $5,000 from Herman 
Kravitz and issued a check for $5,000 to Parzow (pp. 1621, 1622 and 
exhibit 75). 

(8) Check dated August 30, 1954, from David Yamron to W. A. 
eee for $10,000, issued under a similar situation (p. 1622 and ex- 

ibit 76). 

(9) Check dated September 3, 1954, from David Yamron to W. A. 

aoe for $10,000, issued under a similar situation (p. 1622 and ex- 
ibit 77). 

(10) Check dated September 7, 1954, from David Yamron to Wm. 
A. Parzow for $10,000 (p. 1623 and exhibit 78). 

Parzow declined to answer on grounds of self-incrimination whether 
or not he received the money on the above checks or to explain the 
nature of the transactions or what he did with the proceeds. He said 
that two of the checks relating to the discounting of notes involved a 
Boardwalk, Atlantic City, N. J., merchant and a Miss Sadie Kann of 
Washington, D. C., but he would give no further information concern- 
ing these two checks or any of the other checks (pp. 1625, 1626). 

lestimony was given the subcommittee by Murray M. Kimmel that 
Herman Kravitz hired Murray M. Chotiner, a west coast attorney, 
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decause the latter had been successful in handling Government. 
furnished property theft cases (p. 1475). Chotiner testified that he 
bad never represented anyone who had been charged with theft of 
Government-furnished property prior to his having been retained by 
Kravitz and Abrams (p. 1584). e said that Parzow was one of those 
who recommended Herman Kravitz to him (pp. 1575, 1578) and that 
subsequently, in May of 1953, the Kravitzes introduced him to Joe 
Abrams (p. 1570). Parzow initially denied knowing Chotiner other 
than meeting him in a hotel lobby and also denied that he ever talked to 
Kravitz and Abrams about Chotiner (pp. 1553, 1554). Chotiner tes- 
tified that he had known Parzow before he represented the Kravitzeg 
that Parzow was present during a meeting held in New York City on 
May 28, 1953, with the Kravitzes and Joe Abrams (pp. 1574, 1578 
1580). Parzow, in his testimony in open session, took the fifth 
amendment on whether he knew Chotiner (p. 1615). 

A transcript of Parzow’s testimony of April 28 and May 3, 1956 
was transmitted to the United States Attorney General for study for 
possible violation of perjury and other statutes by William A. Parzow, 


IV. Deviations From SPEcIFICATIONS 


The Government procurement regulations provide that if there are 
any deviations from the specifications of the contract by which the 
contractors are enabled to save money, then such savings should 
revert to the Government. If, on the other hand, the Government 
insists on a deviation in the contract which results in higher cost to the 
contractor, then the contractor is reimbursed for the extra cost. 


1. Trench coat contracts—award date 1952 

Testimony was introduced before this subcommittee by a staff 
investigator that the Quartermaster Corps files revealed that in 
January and February of 1952 two procurements of 80,004 units, under 
PA No. NY 1-0291-00-2-07, and 880,000 units under PA No. 1-0292- 
00-2-07 of overcoats, cotton, OD-7, with removable liners, here- 
inafter referred to as trench coats, had been contracted for by the 

uartermaster Corps, located at 111 East 16th Street, New York City, 
N. Y. (NYQMPA), at a total dollar value of $7,742,560:88. 

The following were responsible officials at the NYQMPA during 
this period of time: 

Col. Louis H. Shirley, Chief of the Clothing and Equipage 
Branch; 

Maj. Eric C. Farnell, presently under indictment in the south- 
ern district of New York, the contracting officer; 

David Spatt, purchasing agent; 

Robert Strick, Spatt’s successor; 

Harry Kornblue, procurement officer; 

August Coppola, chairman, Quality Clothing Evaluation Board; 
and 

Nicholas DiLiberato, member, Quality Clothing Evaluation 
Board. 

Four hundred seventy thousand four hundred and eighty-two units 
were contracted to six companies, namely, Tipton Clothing, Inc. 
(principal officer: Nathan Lieberman); D. S. Cutting & Sewing (prin- 
cipal officer: Romolo De Santis); William I. Nathan (principal officer: 
Nathan Berger); Cumberland Cloak Co. (principal officer: Sam 
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Leider); P. L. S. Coats (principal officer: Salvatore Profaci); and 
Fabric Garment, Inc. (principal officer: Joe Abrams), which were 
directly connected with Herman Kravitz and Joseph Abrams, the 
two principal contractors in this combine. The remainder of the 
units were contracted to 10 other contractors (exhibit 83). Testi- 
mony introduced disclosed that the six companies requested and were 
granted identical principal deviations from the NYQMPA. Signifi- 
cantly the letters of request in most of the cases were identically 
worded, and the remainder were phrased in similar language. 

This is in contrast with the fact that 3 of the 10 non-Abrams- 
Kravitz-connected companies asked for no deviations, and the remain- 
ing 7 requested and were granted only certain of the principal 
deviations. 

The testimony of Anna K. Hughes, Herman Kravitz’ secretary 
who was in his employment for approximately 8% years, brought 
forth another link in, the chain of collusion and fraud practiced by 
the combine. Miss Hughes admitted to the subcommittee that 
letters had been typed by her, at Kravitz’ company, located at 111 
North Arkansas Avenue, Atlantic City, N. J., to Maj. Eric Farnell 
requesting deviations, schedule of sizes, etc., for companies who were 
supposed to be competitors of Herman Kravitz. Miss Hughes 
testified as follows on this matter: 


Mr. Kennepy. Would you look through those letters and 
tell whether they were typed by you? 

Miss Huaues. It looks like this one was. 

Mr. Kennepy. Which one was that? 

Miss Hueues. That is to the New York Quartermaster; 
you mean the signature on the letter? 

Mr. Kennepy. Yes. 

Miss Hueues. Cumberland Cloak Co. 

Mr. Kennepy. Was that your company? 

Miss Huaues. No, sir. 

Mr. Kennepy: Why would that be a letter typed from 
the Kravitz Co. asking for deviations for the Cumberland 
Cloak Co. 

Miss Hugues. I would not know, but it looks like 1 wrote 
the letter. 

Mr. Kennepy. What are the initials? 

Miss Hugues. “ah.” 

Mr. Krennepy. You do recognize that letter as being 
written from Mr. Kravitz’ office asking for deviations for 
& competitor company; is that right? 

Miss Hucues. That is right (p. 1498). 


* * * * * 


The CuarrmMan. * * * Now was Kravin Park Clothes one 
of Kravitz’ companies? 

Miss Huaues. Yes, sir. 

The CHarrmMan. And was Natt Berger, or the I. & B. Suit 
Co. one of his companies? 

Miss Huaues. No, sir. 

The CuatrMaNn. That is one of his competitors? 

Miss Huaues. You could say that; yes, sir. 

The Cuarrman. Is that correct? 
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Miss Hugues. Yes, sir. 

The CHarrMan. He was telling them how to handle their 
contracts? 

Miss Huaues. It seems so (p. 1505). 


A staff investigator testified that, during an interview with Samuel 
Leider, the latter admitted that before he submitted a bid price on 
the trenchcoat procurement he had consulted with his competitor, 
Herman Kravitz, as to the price he should submit to the NYQMPA, 
Leider also admitted that after the two contracts had been awarded 
to his company he again consulted with Kravitz and was advised as 
to what deviations to request from NYQMPA (p. 1658). 

Joseph Abrams, when queried as to whether he knew Herman and 
Seoaatt Kravitz, invoked the fifth amendment (p. 1402) but subse- 
quently admitted that he had discussed deviations on Quartermaster 
contracts with Herman Kravitz. 

Abrams testified that his company, the Fabric Garment Co., Inc., 
expected to subcontract part of the trenchcoat contracts to Kravin 
Park Clothes and thus attempted to explain away two NYQMPA 
documents, i. e., Signature Certification for Acceptance and Receipt 
of Government Furnished Property, dated January 17 and February 6, 
1952, respectively, which contained the names of Herman P. Kravitz, 
George Klass (Kravitz’ brother-in-law), Israel Duchovnay, and 
Joseph Abrams (exhibits 37 and 38). Abrams told the subcommittee 
that, although he had placed all of the names on the above certifica- 
tion, he did not know who Duchovnay was. 

Upon further questioning by the chief counsel as to whether Abrams 
had ‘received permission from the NYQMPA to subcontract to Kra- 
vitz’ company, Kravin Park Clothes, he replied: 


Mr. Asrams. He was in our bid; yes, sir. My answer 
must be ‘‘Yes.” 

Mr. Kennepy. Of what? 

Mr. Aprams. We had permission. 

Mr. Kennepy. How did you have permission? You have 
to get permission when you sublet a contract. When did 
you get permission to sublet it to Mr. Kravitz in this con- 
tract? 

Mr. Asrams. We didn’t have to get permission to sub- 
contract. He was in our bid. By the use of this form, you 
can see he was in our bid. Therefore, you don’t have to get 
permission (p. 1409). 


In subsequent testimony Abrams admitted, upon review of perti- 
nent records, that he had been incorrect in his previous statement: 


Mr. Kennepy. But there is no place in your contract bid, 
your bid on this contract, where you informed the Govern- 
ment that Mr. Kravitz or any of his companies would be 
taking a subcontract from you? 

Mr. ABrRams. No, sir. 

Mr. Kennepy. You were mistaken on that this morning? 

Mr. Asprams. Yes, sir (p. 1436). 


_ Abram’s testimony revealed definite contradictions as to the true 
interest of his competitor, Herman Kravitz, in the trenchcoat con- 
tracts. 





ee ee 


RE OEE il 


TEXTILE PROCUREMENT IN THE MILITARY SERVICES 29 


Nathan Berger testified that his company, the William I, Nathan 
Co., had submitted a bid for 60,000 trenchcoats but on February 4, 
1952, received an award for only 30,000. Berger stated that because 
of the small contract he was faced with a loss if he actually performed 
on this contract. Berger promptly subcontracted the entire 30,000 
coats to Herman and Samuel Kravitz’ Kravin Park Clothes (pp. 
1210, 1211). Berger then said that Kravitz told him to ask the 
NYQMPA for the principal deviations as well as for additional ones, 
Berger also said that Kravitz instructed that any savings realized 
from the granting of the deviations, which should het been paid to 
the Government, but were not, would go to him Herman Kravitz. 
This was clearly brought out by the following testimony of Berger: 


Mr. Kennepy. Is it a fact that you did pay some funds to 
the Government for bypassing the specifications? 

Mr. Brercer. We did, but I don’t believe it was much. 

Mr. Kennepy. Did you in fact know that the amount that 
was paid the Government was much less than was actually 
due to the Government on these deviations? 

Mr. Bercer. Well, it depends how we take it. I would 
say that the amount of deviations were worth a great deal 
more than we paid for them, but I would also suggest that 
the price we originally got for the coat was not sufficient. 
Those coats were really made cheap. They probably were 
not made right after the deviations were adopted. 

Mr. Krennepy. Did Mr. Kravitz tell you not only what 
deviations to ask for but did he also tell you that the savings 
that were gained on the devietions came to him rather than 
rou? 

, Mr. Bercer. He did. 

Mr. Kennepy. So when the Government was not paid the 
amount of money due on the deviations, that savings went to 
Herman Kravitz? 

Mr. Bercer. Naturally. He was also charged with the 
allowance given to the Government (p. 1211). 


Berger candidly told the subcommittee that by the granting of the 
deviations to the Abrams-Kravitz combine the contractor benefited, 
the Government lost, and, more important, that by this scheme of 
bidding low and then requesting and receiving deviations, legitimate 
contractors were being driven away from bidding on Quartermaster 
Corps contracts (p. 1212). 

(a) Evidence of violation of conflict of interest statute—The subcom- 
mittee was shown that David Spatt, the original purchesing agent in 
the trencheoat procurement, upon retirement on December 29, 1951, 
from the NYQMPA, almost immediately went to work for Herman 
and Samuel Kravitz in January of 1952 as a consultant at a fee of 
$1,000 a month (exhibit 91). Spatt, on November 5, 1955, volun- 
tarily turned over his files to membersof this subcommittee, which upon 
examination revealed evidence of a violation of the conflict-of-interest 
statute in that Spatt had worked for Herman Kravitz on the trench- 
coat procurement in which he had been the original purchasing agent. 

A staff investigator further testified that Spatt’s files contained a 
number of pieces of correspondence from Herman Kravitz to David 
Spatt containing requests to be made to the NYQMPA on behalf of 
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the Kravitz-Abrams connected companies (exhibit 91). Two pieces 
of undated and unsigned correspondence were found which bore the 
names of D. S. Cutting & Sewing, Tipton Clothes, their contract 
numbers, and a notation to follow up on the principal deviations re. 
quested by them in letters of February 9 and Febraury 18, 1952 
respectively. Of particular import was the typewritten name of “Mr. 
Kornblue” and the handwritten name of “Gus” which appeared be- 
side the names of the above two companies (exhibits 84 and 85) 
David Spatt died of a heart attack in January 1956. 

Harry Kornblue, now self-employed, testified that as a procurement 
officer his duties included that of advising the contracting officer of the 
Clothing Branch on technical matters in the purchase of clothing, 
The duties of August Coppola (who died in mid-year of 1956) as 
chairman of the Quality Clothing Evaluation Board, included that of 
determining for a contracting officer whether a request for a deviation 
was to be granted or disallowed and, in the former case, whether there 
were to be savings to the Government or not. Maj. Eric Farnell, the 
contracting officer, of necessity, depended heavily on the judgment 
and decisions of Coppola and Kornblue. In passing it is noteworthy 
to point out that Harry Kornblue and David Spatt were close asso- 
ciates. Kornblue admitted that in 1952 his wife received a thousand 
dollar loan from David Spatt without any note being given (pp. 
1684, 1685). 

Kornblue, in attempting to explain to the subcommittee why cer- 
tain official Government papers were still in his possession after having 
been separated from the Quartermaster Corps for approximately 2 
years, testified: 


Mr. Kornsuvug. They were not at home, sir, 

The CuarrMan. Where were they? 

Mr. Kornsuve. In Mr. Spatt’s office. 

The CuarrMan. Well, to Mr. Spatt’s office. 

Mr. KornsuveE. I left all my papers, there, when I left the 
Government service; I left everything over there and I 
haven’t seen them since, and this is the first time I am looking 
at them. 

The CHarrMAN. Mr. Spatt is a consultant to contractors, 
and that is even a worse situation, is it not, than ending up in 
your own home. He had an interest, did he not, to protect 
his clients against the Government? (Pp. 1683, 1684). 


(b) Failure of quartermaster to collect on deviations granted.—The 
principal deviations requested by the Kravitz-Abrams group were rec- 
ommended for approval by August Coppola and N acter DiLiberato, 
with notice to the contracting officer that there were no savings to the 
Government as to 6 of the 8 deviations granted. 

Robert Strick, now a New York egg dealer, testified that, as the 
successor purchasing agent to Spatt, who had retired, he had received 
the recommendation of Coppola and DiLiberato, and, not being 
advised as to the amount of savings to the Government on the 2 
deviations, he prepared a letter, dated March 20, 1952, to the Clothing 
Manufacturing Division of the Philadelphia crenata Depot re- 
questing advice as to the savings on all the principal deviations 
requested, and granted the Kravitz-Abrams connected companies. 
On April 1, 1952, a letter was received from the Chief of the Clothing 
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Manufacturing Division reflecting a savings on 6 of the 8 deviations 
anted (exhibit 86). Mr. Strick testified that he, with Harry 
Enrsblue, recommended to the contracting officer, on June 4, 1952, 
the savings suggested by the Chief of the Manufacturing Division for 
only 2 deviations singled out by Coppola and DiLiberato instead of 
roperly recommending the savings on 6 deviations (exhibit 87). 
oth Kornblue and Strick said that they had no reasonable explana- 
tion for their action. ‘Their recommendation resulted in a loss to the 
uartermaster Corps, in failing to recoup savings of $18,250.96 from 
x Kravitz-Abrams connected companies, and savings of $2,089.75 
from the nonconnected Kravitz-Abrams companies, or a total of 
$20,340.71 (exhibit 83). 


9, Air Force jacket contract, award date 1951 


On March 15, 1951, Kravin Park Clothes received a contract (No. 
QM 12725) for 235,000 Air Force jackets at a cost of $2,749,000 
(exhibit 81). Starting on March 22, 1951, 7 days after the contract 
award, Herman Kravitz wrote a series of letters to the NYQMPA 
and requested approximately 22 deviations, the great majority of 
which were granted by the contracting officer, Maj. Eric C. Farnell, 
with the understanding that any savings would revert to the Govern- 
ment (exhibits 81 (B) and 82 (B)). Major Farnell, in a letter dated 
May 16, 1951, to Kravin Park Clothes, began what was to be a long 
series of unanswered correspondence to Kravin Park Clothes in an 
effort to ascertain the savings to the Government. 

Paradoxically, while this one-sided correspondence was being pur- 
sued, George Klass, accountant for the Kravin Park Clothes, wrote 
the NYQMPA on May 23, 1951, requesting a refund of $0.51 under 
this contract. Not receiving a reply, he again wrote the following 
month insisting that immediate attention be given this matter. On 
August 6, 1951, NYQMPA advised that a $0.51 refund voucher was 
being processed in favor of Kravin Park Clothes (pp. 1638, 1639). 

After over a year had elapsed, Major Farnell, in his sixth letter to 
Kravin Park Clothes, wrote on August 6, 1952, again asking for 
information as to the savings on deviations granted. Coincidently, 
found in David Spatt’s files was a copy of this letter which had been 
forwarded as an enclosure to a letter from Herman Kravitz to David 
Spatt, dated August 7, 1952 (p. 1637). Herman Kravitz’ letter made 
reference to the letter of Major Farnell and then significantly requested 
Spatt to call him immediately in order that they might “sensibly’ 
discuss the matter (exhibit 80). 

On August 12, 1952, a five-page letter was sent to NYQMPA by 
Herman Kravitz, which was then forwarded by memorandum pre- 
pared by Harry Kornblue, the procurement officer, to the Chief, 
Quality Clothing Evaluation Board, with a request for advice as to 
whether there were savings on the deviations granted (exhibit 82 (B)). 
It is of interest to note that Kravitz’ letter of August 12, 1952, could 
not be located in the files, and testimony by a staff investigator 
revealed that all efforts to locate it by the Quartermaster Corps 
personnel were unsuccessful to date (p. 1642). In the absence of the 
August 12, 1952, letter itself, and in view of a subsequent letter from 
Herman Kravitz on August 22, 1952, wherein he said, in part— 


be advised that deviations performed in this contract as 
mentioned in this letter and in the letter of August 12 were 
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performed on the entire contract quantity in accordance with 
the letter of August 12 and the present letter— 


it is believed that Kravitz claimed that there was no savings to the 
Government as a result of being granted the deviations. 

Meanwhile, Harry Kornblue, on August 14, 1952, sent a communica- 
tion to the Inspection Division of the NYQMPA with a request that 
the inspectors who had been assigned to Kravitz’ plant during the 

erformance of the contract, which was completed on January 3, 1952, 
be contacted to see if they could recall what deviations had beep 
used and the number of units involved (p. 1643). In compliance, the 
Inspection Division committed a serious error of commission by 
writing three inspectors and sending them specifications that had 
nothing to do with the garments in question (exhibits 81 (A) and 82 
(B)). Only one inspector, Joseph Siderio, replied. On September 16, 
1952, he wrote from his post of assignment in Alabama: 


This is to advise that to the best of my recollection no 
garments were manufactured with deviations listed from 
the above-mentioned specification during the time I was 
assigned (p. 1928). 


On November 14, 1952, Esther Berman, the contract administration 
clerk and former secretary to Harry Kornblue, prepared a memo- 
randum showing her findings, based on information submitted by the 
contractor and Inspector Siderio, to be that the contractor did not 
deviate from specifications in the performance of his contract (p. 1929). 
Notwithstanding the fact that Kravitz admitted to the use of devia- 
tions in his letter of August 22, 1952, this recommendation was con- 
curred in by Maj. Charles S. Gerner, the successor contracting officer; 
Major Farnell, Chief, Clothing Purchase Branch; and Col. John F, 
Howard, Chief, Purchasing Division (p. 1644). Harry Kornblue, 
when asked if Esther Berman discussed the matter with him before 
she made her findings, answered that, because of lack of memory, 
“T wouldn’t say no and I wouldn’t say yes” (p. 1677). 

(a) Failure of quartermaster to collect on deviations granted.— 
Joel R. Strykower, an employee of the Manufacturing Division of 
the Philadelphia Quartermaster Depot for 13 years, testified that at 
the request of the subcommittee he had made a determination as to 
the savings which should have been collected by the NYQMPA from 
Kravin Park Clothes for the deviations allowed and that this amounted 
to $71,910? (p. 1645). 


8. Army officer coat contract, award date 1950 

On June 9, 1950, a contract was awarded to Kravin Park Clothes 
for 6,000 Army officer coats (coats, wool, elastique, OD, dark, shade 
51, officers, straight back) at a cost of $74,820. The contracting 
officer was Col. Louis H. Shirley, and the purchasing agent was 
Harry Kornblue (exhibit 82 (A)). 

On July 27, 1950, Colonel Shirley wrote Kravin Park Clothes 
authorizing them to use certain deviatious in the manufacture of the 
coats. Colonel Shirley, in part, wrote: 

2 By letter, dated October 30, 1956, the Office of General Counsel, Office of the Quartermaster General, 
Department of the Army, advised that as a result of further analysis of this contract by the contract review 


agency of the Philadelphia Quartermaster Depot, the total amount due the Government was now 
$109,166.34. 
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It is realized that the cost of silk exceeds that of the cotton 
threads. Your invoices for both types of threads should be 
submitted to this office for consideration in establishing a 
proper price adjustment for this change. It is also realized 
that there will be a saving in making machine buttonholes in 
lieu of hand buttonholes. This saving must revert to the 
Government (p. 1931). 


Herman Kravitz thereafter wrote a series of letters, in September 
of 1950, requesting additional deviations which were granted by Colo- 
nel Shirley (p. 1648). 

On May 17, 1951, Maj. Eric Farnell, successor contracting officer, 
write Kravin Park Clothes and requested the amount of savings per 
unit due to the deviations granted. A year later another letter was 
sent to Kravin Park clothes and, finally, in May of 1952, Herman 
Kravitz contacted Harry Kornblue and advised that the desired in- 
formation would be forthcoming within the next few days (p. 1648). 

On August 5, 1952, a little less than 2 years after the contract had 
been completed, that is, November 15, 1950, Kravitz wrote Major 
Farnell and stated that he and Colonel Shirley had agreed that 





we were to receive permission for deviations in the specifica- 
tion in consideration of our using silk for stitching and making 
buttonholes on these garments inasmuch as this is an officer’s 
garment and the specification called for cotton, and Colonel 
Shirley advised that he would like to have it made with silk. 
* * * (exhibit 82 (A)). 


Kravitz concluded by saying that because of this agreement there 
was no saving on this contract. 

In the meantime, a letter dated August 6, 1952, had been sent to 
Kravin Park Clothes by Major Farnell reminding Kravitz of his 
promise to submit information relative to the savings on the deviations 
(exhibit 80). Again of particular significance is the fact that a copy 
of this letter was found in David Spatt’s file, attached to a letter from 
Herman Kravitz to David Spatt, dated August 7, 1952, wherein the 
latter was requested to call Kravitz immediately in order that they 
might “sensibly” discuss the matter. On the same day, August 7, 
1952, Harry Kornblue prepared a memorandum to the file in which 
he advised that it appeared that Colonel Shirley and Herman Kravitz 
had had a quid pro quo agreement; that is to say, the use of more ex- 
ensive silk thread in consideration for other deviations granted to 
<ravin Park Clothes. Kornblue concluded that each offset the other 
and hence there would be no savings to the Government. Major 
Eric Farnell concurred in this reasoning in spite of Col. Louis Shirley’s 
letter of July 27, 1950, and despite the fact that the contract file was 
totally devoid of any mention that any such agreement had been 
entered into. Kornblue, when called upon to explain his part in this 
matter, testified that this was the first instance in his experience 
where an oral agreement between a contracting officer and a contractor 
had any effect in a contract with regards to a deviation (p. 1677). 
Kornblue further admitted that he shared part of the responsibility 
for the maladministration and inefficiency in the administration of the 
clothing program for not making a determination, at the time devia- 
tions were granted, as to the savings to the Government (p. 1675), 
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(a) Failure of quartermaster to collect on deviations granted.—Jog| 
Strykower, the Philadelphia Quartermaster Depot employee, advised 
that, pursuant to this subcommittee’s request, he made an analysis 
of the contract and found that there was a $1,245.60 ® loss to the 
NYQMPA as a result of its failure to collect from Kravin Park 
Clothes for the deviations granted (p. 1649). 


4. Finances of Harry Kornblue 


Harry Kornblue, 6216 Apex Place, Forest Hills, N. Y., began his 
career with the New York Quartermaster Corps in 1940 as an exam- 
iner, and later became an inspector, supervising inspector, industria] 
specialist, assistant buyer, purchasing agent, and finally a procurement 
officer in the Clothing and Equipage Branch, NYQMPA, which was 
position when he left in 1954 (p. 1670). 

A staff investigator testified that a study of Kornblue’s bank ae. 
counts, from 1951 to 1953, revealed that he had deposited $40,993.28, 
but that his joint income-tax returns for these 3 years amounted to 
$22,326.22, or an excess deposit over the reported earnings of 
$18,667.06. 

According to Kornblue’s joint income-tax return, his total earnings 
for the year 1952 were $9,271.32 of which $6,450 was his Government 
take-home pay (p. 1669). The same year his total deposits were 
$18,929.86 or an excess deposit over his declared earnings of $9,658.54. 
Brought out also was the fact that Kornblue at this time had 9 savings 
accounts and 1 checking account, all in the name of his wife Beatrice, 
in trust for either Harry Kornblue or some other member of the family, 
with the exception of 1 savings account which was in his name (p. 
1668). 

Kornblue testified that he at first could not account for the excess 
deposits over his declared earnings in 1952, but that his wife, with 
whom he conferred, explained that these were moneys accumulated 
by her to build the two-family house at the Apex Place address, 
According to Mrs. Kornblue, the moneys were from her earnings 
($648.14), her husband’s earnings, a mortgage of $6,500, sale of war 
bonds, etc., all of which went in her bank account (p. 1685). One of 
the items questioned by the subcommittee was an alleged loan, 
amounting to $2,000, which Mrs. Kornblue stated was paid back in 
1952 by her son-in-law, Lester Joffe, who resides in one part of the 
home owned by the Kornblues. Harry Kornblue insisted that this 
loan had been made to his son-in-law by his wife without his knowl- 
edge, and that he did not learn of this until his wife gave him the 
explanation for the moneys accumulated (p. 1686). 

Kornblue also testified that in 1952, while he was still employed by 
the NYQMPA, David Spatt, then a consultant, loaned Mrs. Kornblue 
$1,000 by check with no note being given as security. Kornblue said 
that approximately $600 of the loan was paid back, and that the pay- 
ments were made by both him and his wife (pp. 1684, 1685). 

Kornblue, when asked for an explanation as to deposits in 1951 of 
$11,562 while receiving an income of $6,440, replied that he would 
have to have it explained either by their accountant or by his wife, 
whom he claimed throughout his testimony handled the family 

* By letter dated October 30, 1956, the Office of General Counsel, Office of the Quartermaster General, 
Department of the Army, advised that, as a result of further analysis of this contract, the Contract Review 


Agency of the Philadelphia Quartermaster Depot determined that the total amount due the Government 
vwas $4,080.60. 
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finances (p. 1689). Information was brought out that the land on 
which the new 2-family house was built cost about $3,600. Kornblue 
testified that this was paid in 1951 from moneys drawn out of the bank 
with the exception of about $1,500 or $1,600, which was “the first 
inkling I had that the wife was holding out on me” (p. 1691). 
Kornblue said that his wife had hidden this money in an envelope or 
a box on a high shelf in their home unbeknown to him, and that the 
total amount hidden was approximately $4,500 (pp. 1686 and 1692). 
He advised that his wife was able to accumulate this money out of 
their income over a period of 5 to 6 years (p. 1693). 

It should be pointed out that Kornblue’s testimony concerning the 
hidden money follows the same pattern as the testimony of a number 
of other witnesses in the previous hearings who, when questioned as 
to sources of their funds and expenditures, made the claim that they 
or their wives had saved substantial amounts of money at home in 
iron boxes, cedar chests, or in bureau drawers (pp. 152, 513, and 620). 

Kornblue also explained to the subcommittee that his brother-in- 
law, Herbert Isaacs, loaned his wife $1,500 in October of 1951. He 
denied that this money, $1,200 of which he stated was paid back to 
Mr. Isaacs, was actually his, Kornblue’s, money. When queried by 
the chairman as to why Mrs. Kornblue borrowed $1,500 at the time 
she had the hidden box of money, Mr. Kornblue replied, “That is 
something I couldn’t answer” (p. 1700). 

Thus, Harry Kornblue, whose unethical activities were outlined in 
the discussions on trenchcoats, Air Force jackets, and Army officer 
coat contracts, by the above testimony attempted to explain to the 
subcommittee his sudden affluence which made it possible for him 
and his wife, in June 1952, to move from a $44-a-month “3-flight 
walkup” to the $30,000 Apex Place address with the only remaining 
obligation a $11,000 mortgage (pp. 1692, 1693). 


V. Testimony Re Payorrs 


Testimony revealing evidence of payoffs by certain contractors to 
Government procurement officials and inspectors was elicited prin- 
cipally from a former associate of the Abrams-Kravitz combine. Other 
witnesses furnished testimony concerning questionable check and bond 
transactions evidently connected with the subject of payoffs and 
connivance between contractors and procurement personnel. 


A. BERGER’S TESTIMONY 


Nathan Berger, the former associate of Joseph Abrams and Herman 
Kravitz, testified concerning a secret account used by the combine 
for payoffs. Berger said that Samuel Leider, another Abrams-Kravitz 
associate, told him about the secret accounts, and that he (Berger) 
was present during a discussion in a restaurant at the Hotel New 
Yorker between Leider and Abrams, when Abrams “bawled out” 
Leider for having discussed the secret account with Government 
investigators (p. 1209). 

The secret account, according to Berger, was first handled by 
mene Abrams, but later Herman Kravitz came into the picture (p. 
1210), 
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Testimony was elicited from Berger that the scheme of contractors 
making payments to Abrams and Kravitz dated back to the year 
1950, and that the money was paid to Government personnel (p. 1208), 

Leider told Berger, in these connections, that he got only $12 g 
trenchcoat out of $14.38 the Army was paying under the contract, 
The balance of $2.38 for each coat was set aside for the secret account 
(pp. 1209, 1210). 

Details concerning a secret bank account in which Abrams, Kravitz 
and Leider were involved was revealed during the public hearings, 
The account, in the name Sassafras Coat Co., Millville, N. J., wag 
opened by Samuel Leider who furnished the bank with signature cards 
bearing fictitious signatures. Funds from the account were used to 
purchase $50,000 worth of United States Treasury bonds and munici- 
pal bonds from Gregory Harrington & Co., Inc., and 1 check for 
$16,000 was endorsed and deposited by Samuel Kravitz (pp. 1330- 
1333). 

The subcommittee was unable to obtain any information from 
Abrams, the Kravitzes, Leider, Schwartz, and Sharpe concerning the 
Sassafras Coat Co. account, or their involvement with funds from and 
to the account. Leider collapsed before he could be questioned about 
the Sassafras Coat Co. Jack Schwartz testified that he knew nothin 
about the company and did not receive the $20,000 worth of United 
States Treasury bonds purchased in his name and paid for with a 
Sassafras check. Abrams, the Kravitzes, and Sharpe invoked the 
fifth amendment on all questions relating to the bond transactions 
and the Sassafras Coat Co. 

Considerable testimony was given by Berger and by a subcommittee 
staff investigator concerning information given them by Leider about 
money which he gave George Klass for the Kravitzes to be used for 
payoffs to Government personnel (pp. 1208, 1424, and 1430). Details 
about this $5,000 payment were previously covered in the section of 
this report relating to the Abrams-Kravitz bond transactions. 

David Spatt died before he could be questioned about the $2,000 
worth of United States Treasury bonds he obtained from Murray 
Berman. However, testimony was given that Spatt received the 
bonds from Berman while Spatt was purchasing agent at the 
NYQMPA (p. 1396), and that Spatt subsequently sold the bonds to 
Herman Kravitz (p. 1207). 


B. LAZARUS’ TESTIMONY 


Further testimony concerning a suspicious Kravitz check was 
furnished by Irving Lazarus, a New York check casher who operates 
a jewelry concession as a front for his check-cashing activities. He 
cashed and deposited a Kravitz check for $5,000, issued by Herman 
Kravitz ostensibly for payment of a diamond necklace (pp. 1438, 
1439). The check, dated July 21, 1952, to the order of Mrs. Rose 
Salmon, includes the notation “For one diamond necklace in full,” 
and is endorsed to Mrs. Rose Salmon and Irving Lazarus. 

Lazarus testified that he did not know Mrs. Rose Salmon or Herman 
and Samuel Kravitz, and that be did not sell any of them a diamond 
necklace. He said that he cashed the check as an accommodation 
for another jeweler, Mendelsohn & Co., whose place of business 38 
across the street from his store. 
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Leonard M. Mendelsohn, senior partner of Mendelsohn & Co., 
denied that he or anyone else from his firm had cashed the check. 
He testified that he did not know Mrs. Rose Salmon or Herman 
Kravitz, and that he had never sold them a diamond necklace for 


$5,000 (pp. 1441, 1442). 
C. KLASS’ TESTIMONY 


George Klass refused to testify about the part he played in con- 
nection with the $5,000 he picked up from Samuel Lame for the 
Kravitzes to be used for payofis (p. 1539). He also refused to testify 
about four Kravitz checks, made out to cash and aggregating $25,200, 
which he endorsed and cashed (pp. 1541, 1542 and exhibits 66-69). 

The chairman of the subcommittee gave Klass an opportunity to 
deny that the proceeds of these checks were used for payments to 
Government procurement personnel, but Klass declined to answer 
and invoked the fifth amendment (p. 1541). 


VI. Fraup AND COLLUSION IN PrRocUREMENT OF AIR Forcr Caps 
A. BACKGROUND OF CONTRACTOR AND CONTRACTING OFFICER 


Sol O. Schlesinger, a manufacturer of military headwear, testified 
that he had been in the hat manufacturing business for approximately 
20 to 25 years (p. 1758). Sol Schlesinger stated that he has been 
the sole owner of the Ideal Uniform Cap Co., located at 30 East 
Merrick Road, Freeport, Long Island, N. Y., for approximately 10 
years and that during this period he had received “‘in a round figure” 
$3 million worth of Government contracts. Two of these contracts 
were particularly scrutinized and spotlighted by this subcommittee. 
Contract DA 30-280-QM 1761 was one which was awarded by 
NYQMPA on February 8, 1950, for 500,000 blue Air Force caps at a 
unit price of $2.7157 or a total dollar value of $1,357,850, and con- 
tract DA 30-280-QM 3882, which was one awarded by NYQMPA on 
June 20, 1950, for 220,000 blue Air Force caps at a unit price of $2.82 
or a total dollar value of $620,400. The contracting officer in each 
instance was Col. Louis H. Shirley. 

Col. Louis H. Shirley testified in 1955 that he had received his 
commission as a military officer in 1936, that he had been on active 
duty since 1941, and that he was stationed at this time at Heidelberg, 
Germany, at Deputy Quartermaster Headquarters, United States 
Army, Europe. Colonel Shirley stated that his first assignment of 
buying clothing came about when he was assigned to the NYQMPA 
in August 1949. He advised that in 1950 he was a contracting officer 
in the Clothing and Equipage Branch of NYQMPA and in 1951 he 
became Chief of the Branch (pp. 801, 802, 1034, 1036). On May 25, 
1956, Colonel Shirley again appeared before this subcommittee and 
testified that he was now stationed at Fort Lee, Va., as special assist- 
ant to the Commanding General at Fort Lee (p. 1799). 


B. CONTRACT NO. QM—1761 
1. Preaward data 
(a) NYQMPA—Recora of poor performance.—A staff investigator 
testified that an undated memorandum in the NYQMPA files shows 
that Colonel Shirley had intended to recommend no award to Ideal 
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Uniform Cap Co. on the basis of considerable adverse information 
available to him and to Harry Kornblue, the purchasing agent, The 
memorandum, prepared by Kornblue sometime after January 29 
1950, was read in part into the record (p. 1743 and exhibit 100), 

The memorandum revealed that Shirley and Kornblue knew that 
Ideal had performed unsatisfactorily on a prior QMC contract, caus. 
ing the Government to incur additional costs for reinspection and 
making the item unavailable for scheduled military use. 

The memorandum also revealed that Shirley and Kornblue had 
received an adverse preaward plant survey report, dated January 17, 
1950, from the QMC Inspection Service, showing that Ideal’s bid for 
712,000 caps was for a quantity greatly in excess of its ability to 
deliver, both as to facilities and finances. Another adverse report on 
Ideal from the Navy was also known to Shirley and Kornblue. The 
Navy report to the NYQMPA, dated February 6, 1950, reported that 
Ideal Uniform Cap Co.’s performance on a 1948 contract was not 
considered good since the process average was worse than the accept- 
able level required by the Novy (p. 1741). 

On January 20, 1950, Shirley, Kornblue, and other NYQMPA per. 
sonnel met with Schlesinger to discuss his facilities and finances, 
Schlesinger assured them that he could obtain adequate financing and 
workers and promised to work two shifts a day to accomplish the 
contract (exhibit 99). 

Subsequently, by memorandum dated January 24, 1950, Shirley, 
Kornblue, and Spatt concluded that Schlesinger would be unable to 
produce 712,000 caps bid, but that he could produce about 500,000 
caps if he started production 2 months ahead of schedule and worked 
2 shifts a day. Notwithstanding, in memorandum dated January 26, 
1950 (exhibit 103), Kornblue advised Shirley that Ideal’s bid could 
not be properly evaluated because required financial data and sample 
caps promised by Schlesinger were not yet available. 

Spatt and J. H. Haddock, also of the NYQMPA, advised Shirley, 
by memorandum dated January 25, 1950 (exhibit 101), that help was 
available to Ideal for only one shift a day. 

(b) Marine Corps—Record of poor performance.—Vincent P. Man- 
ganaro, head of the Procurement Division at the Marine Corps Supply 
Depot, Philadelphia, Pa., with some 39 years of service, testified that 
the Marine Corps’ experience with the Ideal Uniform Cap Co. had 
been very unsatisfactory. Manganaro testified that Ideal Uniform 
Cap Co. had been awarded a contract (NOM 53765) which should 
have been completed by June 23, 1949. Final delivery was not made 
however, until January 20, 1950. Manganaro pointed out that of 
40,640 caps delivered by Ideal Uniform Cap Co., 8,730, or 21 percent, 
were rejected and returned for repairs. 

Manganaro testified that the NYQMPA did not contact the Marine 
Corps concerning Ideal’s record of performance. He stated that had 
the NYQMPA contacted the Marine Corps in January of 1950, at the 
time Colonel Shirley and his office staff were making inquiries con- 
cerning Ideal’s performance record in regard to awarding the first 
Air Force cap contract (QM 1761), the NYQMPA would have been 
advised that Ideal’s performance was very poor in that it bad a high 
delinquency and rejection rate. 
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9, The preaward survey 

A report of plant survey, dated January 17, 1950, in the NYQMPA 
files, shows that the inspector who made the survey recommended 
that Ideal not be awarded a contract for 712,000 caps, and that in 
his opinion the bidder would be able to produce only 350,000 caps in 
the specified delivery period (exhibit 97 and p. 1735). 

Gennaro D’Adamo, the Quartermaster Corps inspector in charge 
who made the survey and report, testified that the Ideal plant was 
not in operation at the time of the survey and that only one person 
was employed. He said that his survey included matters relating to 
availability of personnel, space, and machinery, and that as a result 
thereof he concluded that Ideal could produce only about 350,000 
caps within the delivery schedule providing Schlesinger could rehire 
100 former employees, properly train 50 new employees, and work 2 
shifts a day (p. 1735). 


8. Need for the caps 

The Air Force advised the Quartermaster General’s office that the 
caps were badly needed because of a uniform changeover and requested 
that procurements be processed as soon as possible. On January 18, 
1950, the Air Force requested that awards to prospective bidders 
should not be held up to await the Office of the Quartermaster General 
and Air Force examinations of the sample caps (p. 1827), and advice 
was given the NYQMPA that awards would be approved by the 
Office of the Quartermaster General within an hour after they were 
presented. Efforts were to be made to present the awards to the 
Office of the Quartermaster General on January 20, 1950. 

The NYQMPA recognized the urgency of the need by expediting 
preaward plant surveys, arranged to expedite deliveries of Govern- 
ment furnished property, and placed a liquidated damages clause for 
late deliveries in the contracts. Acceleration of deliveries under the 
contracts was also authorized provided notice of the intent to accel- 
erate and a revised delivery schedule was furnished the contracting 
officer. 

4, The award to Ideal 


Despite derogatory information in the preaward survey and poor 
past performances on prior Army and Navy contracts, the award for 
500,000 caps was made by Colonel Shirley to Ideal Uniform Cap Co. 

Records in the NYQMPA files show that Schlesinger accepted the 
contract awarded Ideal under protest because of an alleged mistake 
as to prices he bid. On the day the bids were opened, January 6, 1950, 
Schlesinger sent a telegram to the NYQMPA reducing the prices in 
his original bid. He subsequently disputed the NYQMPA’s inter- 
pretation of the telegram and asserted that he bid higher prices. The 
matter was referred to the Comptroller General of the United States 
for decision.. The decision, B—92598, dated February 9, 1950, upheld 
the NYQMPA interpretation (pp. 1868, 1869). 

Schlesinger asserted in these connections that he took a loss of 
$90,000 because Colonel Shirley misinterpreted the telegram (p. 1868). 

The award to Ideal provided that the 500,000 caps were to be 
delivered between May 31, 1950, to September 30, 1950 (p. 1046). 


5. Ideal’s offer to accelerate 


_ Two days after the contract was awarded, Ideal requested permis- 
sion to accelerate deliveries of the caps and requested that NYQMPA 
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expedite patterns, sizes, and Government furnished property. Hig 
request was granted with the understanding that there was to be no 
additional cost to the Government, and the delivery schedule was 
advanced 2 months providing for deliveries commencing March 1959 
with completion during September 1950 (exhibit 112 and exhibit 113), 

On February 13, 1950, Colonel Shirley requested the Government 
Furnished Property Section to revise its availability schedule for 
Government furnished property in order to conform with Ideal’s 
accelerated delivery schedule (pp. 1821, 1822, and exhibit 114), 

It is to be recalled that Shirley’s memorandum dated January 24, 
1950, concluded that Ideal would have to start production 2 months 
ahead of schedule in order to accomplish the contract. 


6. Late deliveries 

A staff investigator testified that Ideal was delinquent in deliveries 
from the beginning of the contract and that periodically, under various 
pretexts by Schlesinger, Shirley changed the delivery schedules allow- 
ing later deliveries (pp. 1746, 1747). 

D. K. Wolverton, Chief of the Philadelphia Quartermaster Depot’s 
legal office, testified as to the various modifications and changes to the 
contract (pp. 1046, 1047). He testified that modifications were granted 
each time Ideal failed to meet scheduled deliveries, and that although 
efforts were supposed to have been made to rush production, delivery 
dates were actually being extended (pp. 1047, 1048). 

Colonel Shirley contended that Ideal was only about 10 or 15 days 
late in deliveries under the contract and that all contractors were 
delinquent and received extensions of delivery schedules (pp. 1035, 
1036 and 1836. Testimony was given and records produced, how- 
ever, showing that another contractor on the same procurement, 
Philadelphia Uniform Cap Co., did not ask for extensions of delivery 
schedules and actually completed its contract 30 days ahead of 
schedule (pp. 1747 ad 1836). 

Testimony that pretexts were used by Schlesinger in obtaining ex- 
tensions of delivery schedules was given by a staff investigator. 
Schlesinger had requested and obtained an extension on the basis of 
his allegations that production was held up because he lost many 
workers who returned to aircraft plants. Reports in the NYQMPA 
files showed that Quartermaster Corps inspectors found that there was 
a big turnover of personnel, but that there were no instances where 
personnel left Ideal to go to aircraft plants (p. 1747). 

The original and amended delivery schedules and deliveries actually 
made (p. 1750 and exhibit 108) show that deliveries did not commence 
until May 1950 and were not completed until January 1951, whereas, 
under the original delivery schedule as amended by Ideal’s own request 
to accelerate, deliveries should have commenced March 1950 and have 
been completed by September 30, 1950, some 5 months behind sched- 
ule. In addition, Schlesinger never went to two shifts as he had origi- 
nally agreed, and despite his known delinquency Colonel Shirley never 
requested that he do so. 

he NYQMPA contract completion report (exhibit 105) shows that 
Ideal was 53 days behind schedule in ddliveries, even after all the 
extensions were granted, and that Harry Kornblue, for Colonel Shirley, 
rated Ideal’s performance under the contract as ‘“‘good.”’ 
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4” Premium payments to Ideal 

Ideal Uniform Cap Co. received premium payments of $18,000 for 
purportedly accelerating the delivery of 120,000 caps under its con- 
tract. ‘The caps were not produced at extra cost by Ideal, but were 
produced by Mid City Uniform Cap Co., of Chicago, Ill., under a 
subcontract with Ideal at Ideal’s contract price. ‘The extra payment 
of 15 cents a cap for 120,000 caps was made to. Ideal for loss of profit, 
At the time of the negotiations to pay Ideal a premium, during the 
early part of May 1950, Ideal had made no deliveries on the contract 
and Schlesinger was requesting extensions of delivery schedules for 
various reasons. Colonel Shirley, as contracting officer, made these 
arrangements for this payment to Schlesinger. 

Under the original delivery schedule Ideal should have delivered 
250,080 caps by July 31, 1950; under the acceleration schedule granted 
Ideal on February 13, 1950, 320,000 caps should have been delivered 
by July 31, 1950; under the revised schedule, dated June 29, 1950, 
whereby Ideal received the premium of $18,000, 220,032 were to be 
delivered by July 31, 1950. Actually, as of July 31, 1950, both Ideal 
and Mid City had delivered only 87,600 caps (exhibit 108), but the 
premium was paid Ideal anyway. 

During June 1950 Ideal requested authority to subcontract an addi- 
tional 100,000 caps to Mid City at the premium price. The authority 
to subcontract was granted, but the Air Force balked at paying the 
increased price and Ideal was paid only the contract price for this 
subcontract. 

The Ideal subcontracts to Mid City are closely related to the second 
NYQMPA contract (No. QM-3882) awarded to Ideal on June 20, 
1950, for 220,000 Air Force caps. Accordingly, further reference to 
the two subcontracts to Mid City are made hereinafter. 


C. CONTRACT NO. QM-8882 


The second contract for Air Force caps, QM-3882, dated June 20, 
1950, was awarded to Ideal by Colonel Shirley despite knowledge on 
Shirley’s part that Ideal had not delivered a single cap on its first 
contract because of various production difficulties, and, more sig- 
nificantly, in complete disregard to another unfavorable preaward 
survey report. The quantity awarded, 220,000 caps, whether by 
design or otherwise, was exactly the same quantity subcontracted by 
Ideal to Mid City on the first contract. 


1, The preaward survey 

Gennara D’Adamo, the Quartermaster Corps inspector in charge 
who made the survey, testified that he recommended no award to 
Ideal in an official report. He said that Ideal had not produced a 
single end item for inspection on the first contract and was ‘‘potentially 
delinquent”’ 140,000 caps at the time he made the survey in connection 
with the award of the second contract (pp. 1736, 1737, and exhibit 98). 

D’Adamo further testified that his survey showed that Ideal was 
working only one shift a day (p. 1738) and that Ideal could not possibly 
produce 3,670 hats a day for the new contract in addition to 4,700 hats 
a day on the first contract. He reported that Ideal would have diffi- 
culty in meeting delivery requirements under the first contract and 
that Ideal lacked the personnel, space, and equipment required for the 
quantity bid for the second contract (p. 1738). 
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2. Rejection of a lower bid 
The price bid by Ideal for the second contract was not the lowest 
rice bid. A lower price was bid by J. W. Bayly & Sons, Inc., of 
hiladelphia, Pa., a firm in the cap business for 91 years. 

Howard Bayly, president of the company, testified that his com. 
pany did not get the contract and that he had never been officially 
advised by the Quartermaster Corps as to the reasons (p. 1752). 

Bayly testified that he received telephone calls from a person 
formerly connected with the Quartermaster who first told him he was 
the low bidder and had received the contract, but later called again 
and said there was trouble and that Bayly did not get the contract, 
Subsequently, he received a call from another person, unknown to 
him, who told him not to bother fighting for the contract (p. 1753). 
Bayly said that he assumed from the telephone calls that if he did get 
a contract he would have trouble getting the caps accepted by the 
inspectors. 

Bayly testified that he submitted two sample caps for inspection. 
He was notified that the caps were defective but they were never 
returned to him and he was never told what the defects were. 

Colonel Shirley testified that Bayly did not receive the award 
because his sample caps were defective (p. 1818). 

Bayly testified that he had previously had several Government 
contracts for caps which he produced without being delinquent and 
that he had no complaints concerning his production. Bayly has not 
bid for any Government contracts since his bid was rejected for the 
Air Force caps (p. 1754). 


8. Late deliveries 


Despite the above facts the award was made by Colonel Shirley to 
Ideal Uniform Cap Co. 

Ideal was 203 days behind schedule in completing deliveries on the 
second contract (pp. 1756, 1840, and exhibit 109). 


4. Subcontracts to Mid City 


The two subcontracts by Ideal to Mid City were made in connection 
with the first contract. However, the dates the subcontracts were 
entered into and accomplished were within the period of the second 
contract. 

Schlesinger’s testimony concerning the subcontracts was vague and 
evasive. owever, testimony was elicited from him that the first 
subcontract for 120,000 caps was made because he could not produce 
the caps when they were needed by the Air Force (p. 997) and that 
he was advised by persons from the NYQMPA, possibly Colonel 
Shirley and Harry Kornblue, to make the subcontract. 

Schlesinger said that he was paid $0.15 additional a cap for the 
120,000 caps first subcontracted to Mid City because he didn’t have 
to agree to the subcontract, and that because he did agree he was 
was entitled to the profit he would have otherwise made (p. 999). 
The second subcontract to Mid City, for 100,000 caps, did not involve 
premium payments. 

Colonel Shirley testified that Ideal was paid the premium because 
Ideal did not have to agree to accelerate (p. 1835), and that the Air 
Force was willing to pay any amount, up to $0.48 a cap additional in 
order to get the caps sooner (p. 1834). As stated above, Ideal was 
delinquent in its deliveries at the time.and so the Government, m 
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fact, was paying Ideal a premium to meet its schedule. Furthermore 
although the payment was made the schedule was not met. Colonel 
Shirley also admitted, however, that Ideal was given permission to 
subcontract to Mid City because of the problems Ideal was having in 
producing the caps (p. 1839). 

The subcommittee was highly critical of the award of the second 
contract to Ideal by Colonel Shirley. The chairman questioned the 
motives which led Colonel Shirley to award the second contract to 
Ideal in face of Ideal’s poor showing on the first contract (pp. 1832- 
1833 and 1840). 

D. POOR-QUALITY PRODUCTION 


Correspondence from the Quartermaster Corps Inspection Division 
to Ideal Uniform Cap Co. was read into the record showing that caps 
roduced by Ideal were considerably below the acceptable quality 
level (AQL) established by the Quartermaster Corps, and that it was 
necessary for the Quartermaster Corps to set up a special inspection 
procedure (pp. 1750, 1838 and exhibit 107). 

By letter dated August 8, 1950, referring to both Ideal’s contracts 
for Air Force caps, Maj. Louis F. Sauter, Jr., Chief of the Quarter- 
master Inspection Division, notified Ideal, in part, as follows: 


An analysis of the process average (general level of 
quality) of the product being manufactured at your plant 
has been made from inspection records in this office. Since 
it has been found that your process average for major and 
minor defects is considerably worse than the AQL, it is 
necessary to install a protective sampling plan for major 
and minor defects. This action is regreted but is necessary 
to minimize the Government’s risk of accepting quality 


below the AQL. 


Significantly, in this connection, by letter dated August 4, 1950, 
Colonel Shirley gave Ideal permission for the second subcontract to 
Mid City. 

Colonel Sauter’s protective sampling plan was apparently not 
effective in that large quantities of defective caps were delivered to 
the Air Force. The extent of defective caps delivered by Ideal was 
graphically presented by Lt. Col. James B. Weeks, Acting Director 
of Supply and Service of the Shelby Air Force Depot, Shelby, Ohio, 
the prime depot which handles 60 percent of all clothing items for 
the Air Force. 

Colonel Weeks testified that Gen. E. W. Rawlings, Commander 
of the Air Materiel Command, United States Air Force, on the basis 
of complaints from the field, urged the purging of all Air Force sub- 
standard clothing in the supply system. General Rawlings simul- 
taneously advised the Quartermaster General, Department of the 
Army, that the substandard-clothing situation was serious Air Force 
wide, and the morale of the airmen was being affected. 

Colonel Weeks testified that a hundred percent inspection was 
made on five major uniform components, one of which was service 
caps. He stated 65,000 caps, manufactured by 10 different companies, 
were inspected of which 19,843 were manufactured by Ideal Uniform 
OM Co. under contracts QM-1761, QM-3882, and a later contract, 

-13919. 
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The inspection revealed that Ideal Uniform Cap Co. had the 
highest percentage in defective units, namely en average of 30.18 
percent. Significantly, the Mid City Uniform Cap Co. of Chicago 
[ll., which produced 220,000 caps for Ideal under subcontracts 
previously mentioned, was the next highest contractor in defective 
units with a percentage of 20.27. 

Colonel Weeks testified that the hundred percent inspection at 
Shelby Depot was made at a considerable expense to the Gover- 
ment. He said that not only were there large monetary losses, but 
the loss of morale to the military personnel during and after the 
Korean conflict was most signiiicant. 


E. SCHLESINGER’S ASSOCIATIONS WITH SPATT 


Schlesinger’s testimony concerning his associations with David 
Spatt was exceedingly evasive and vague. During the 1955 hearings 
he admitted hiring Spatt as a consultant but said that he had no 
prior dealings with him and didn’t know what Spatt’s position had 
formerly been with the Government (pp. 988-991). He admitted, 
however, that he hired Spatt because he had heard that Spatt had 
contacts (p. 995). 

David Spatt, it is to be recalled, visited Schlesinger’s plant on 
January 24, 1950, together with Colonel Shirley and Harry Kornblue. 
They reported that they checked the plant facilities, talked to 
Schlesinger, and concluded, by memorandum of the same date 
(p. 1744 and exhibit 102), that Schlesinger could produce and deliver 
500,000 Air Force caps if he operated on a two-shift basis and was 
given a 2-month headstart. 

Testimony was elicited from Schlesinger during the 1955 hearings 
that he had met with Spatt and Colonel Shirley, at Spatt’s daughter's 
home, the Saturday before Schlesinger testified before the subcom- 
mittee (p. 1001). Schlesinger also said he had actually contacted 
Colonel Shirley, by telephone, 2 weeks earlier, shortly after Colonel 
Shirley had first testified (p. 1006), and that Schlesinger had visited 
Shirley at his home on at least 2 occasions during the period of the 
Air Force cap contracts (p. 1007). 


F. TESTIMONY OF PAYOFFS ON AIR FORCE CAP CONTRACTS 


1. J. W. Roberts’ statement 

Roberts, a former factory manager for the J. Mackey. & Son, Inc., 
supplier of visors and chinstraps to the Ideal Uniform Cap Co. 
during the years 1950 and 1951, furnished subcommittee staff in- 
vestigators with a signed statement relating to payoffs to a NYQMPA 
contracting officer. 

Roberts’ statement, read before the subcommittee (pp. 1710, 1711), 
stated that Jane Mackey, treasurer and principal active officer of 
J. Mackey & Son, Inc., made kickback payments aggregating about 
$30,000 to Sol Schlesinger of Ideal Uniform Cap Co., and that this 
money was to be used by Schlesinger to pay off the contracting officer— 
namely, Colonel Shirley—at the Quartermaster Corps to insure the 
award of contracts to Schlesinger. 

Roberts further stated that the name of Colonel Shirley as the con- 
tracting officer involved was first brought to his attention during & 





Ae 


le 


TEXTILE PROCUREMENT IN THE MILITARY SERVICES 45 


meeting between Schlesinger, Jane Mackey, and himself. Schlesinger, 
at that time, had asked Jane Mackey to make the kickback check ‘to 
his order, but, on the advice of Roberts, this check and the other 
kickback checks were made to the order of Ideal Uniform Cap Co: 

Roberts’ statement, identifying the NYQMPA contracting officer 
and his source of information, reads, in part, as follows: 


I never met Colonel Shirley, nor did I ever see Sol Schles- 
inger make any payments to him. However, I witnessed at 
least one “kickback” payment from Jane Mackey to Sol 
Schlesinger and was told by Sol Schlesinger and Jane Macke 
that the money from the “kickbacks’’ was to provide lands 

ayments to Colonel Shirley. At that time I told Pat 
oberts, my wife, about these transactions. 


9, Pat Roberts’ testimony 

Pat Roberts, now Mrs. Patricia Roberts Everett, corroborated her 
former husband’s statements relating to the payoffs. She testified 
that he had told her that he had been at a meeting with Jane Macke 
and Sol Schlesinger and that the meeting was in regard to a kickback 
to Schlesinger. Several nights later he told her that a kickback check 
had been given Schlesinger and that the money was for Colonel 
Shirley (p. 1714). 

Testimony was elicited from Pat Roberts that her former husband 
had often mentioned Colonel Shirley’s name in connection with the 
kickback checks from Jane Mackey to Sol Schlesinger and that he 
had been upset because ‘‘the kickback was so high.”’ 


8. Jane Mackey’s testimony 

Jane Mackey substantiated J. W. Roberts’ statement that he was 
present when she and Schlesinger had conversations about payoffs to 
Government personnel. She did not, however, definitely identify 
Colonel Shirley as the contracting officer to be paid off by Schlesinger 
(pp. 1720, 1726). 

Jane Mackey testified that during the course of Schlesinger’s con- 
tract for Air Force caps, Schlesinger told her the had to ‘‘pay under 
the table’ to Government personnel “in order to insure the con- 
tinuity of the contract’ (p. 1718). He further told her he was short 
of ready cash and needed money in order to make these payments. 
She testified that the $27,745.56 in 6 Mackey checks to Ideal, issued 
during the period March through October 1951, were only “loans” 
and that she was led to believe by Schlesinger that the money would 
be repaid. The money was not repaid, although she and certain of 
her employees attempted to effect collection. 

Jane Mackey said that Schlesinger subsequently asked her to sign 
& statement that any moneys paid by Mackey to Ideal were to cover 
merchandise which Ideal had returned to Mackey. She emphatically 
denied that the checks were for damaged visors and straps returned 
for credit by Ideal, and testified that only 2 or 3 gross of damaged 
or defective material were returned during this period. She said she 
refused to sign Schlesinger’s statement because it was absolutely un- 
true (pp. 1724, 1725). 


4. Harriet B. Mackey’s testimony 


Mrs. Mackey, the mother of Jane Mackey and the president of 
J. Mackey & Son, Inc., corroborated her daughter’s testimony. She 
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testified that Jane Mackey had told her that Schlesinger was holding 
up payments to the Mackey company because he had to “pay under 
the table,” and that her daughter related to her that Schlesinger had 
wanted Jane Mackey to sign a false statement concerning the return 
of faulty merchandise (p. 1728). 

Mrs. Mackey further testified that her daughter had told her during 
the time of the contract that Schlesinger and Colonel Shirley were on 
very friendly terms (p. 1728). 


5. Gold’s testimony 


Herbert Gold, a former employee of J. Mackey & Son, Inc., further 
corroborated Jane Mackey’s and J. W. Roberts’ testimony concerning 
the kickback checks and the purpose for which they were issued, 
Gold testified that Jane Mackey and J. W. Roberts had told him 
that Schlesinger had stated he needed the money for “kickbacks” to 
take care of somebody in the procurement end of the contract to 
insure the continuity of the contract (p. 1730). Gold testified that 
he often delivered visors to Ideal, but he had never been given defec- 
tive visors by Ideal for return to Mackey. 

Gold also supported Jane Mackey’s testimony that Schlesinger had 
asked her to sign a false statement concerning the kickback checks 
and damaged merchandise (p. 1731). 


6. Gardella’s testimony 

Alfred Gardella, a former foreman at the Mackey plant, supported 
the testimony of Jane Mackey and the others that Ideal Uniform Cap 
Co. had returned only a small quantity of damaged visors and straps. 

Gardella testified that he could not have kept his job as foreman 
if returns were as heavy as was claimed by Schlesinger (p. 1880). 
He denied that Mackey checks in the amounts of $4,371.19, dated 
March 28, 1951; $3,457.44, dated April 10, 1951; and $6,971.33, dated 
May 29, 1951, were for returned merchandise. 

7. Lizzi’s testimony 

Michael Lizzi, a supervisor at the Ideal Uniform Cap Co., testified 
that a “terrific amount” of defective visors were returned to J. Mackey 
& Son, Inc., and that this situation caused him to often send as many 
as 50 to 65 sewers home and slowed down production of Air Force 
caps (pp. 1883, 1884). 

Lizzi said that he gave Schlesinger the receipts received from 
Mackey employees for defective visors but that he kept no records 
and made no memorandums or reports concerning quantities returned. 
He testified that he could not name nor identify any of the Mackey 
employees who gave him the receipts. He further testified that he 
did not report the defective visors and resulting delinquency in produc- 
tion to the Government inspector at the Ideal plant, and said that he 
did not discuss the defective merchandise with anyone from J. Mackey 
& Son, Ine. (p. 1891). 

Testimony was given by Lizzi that Ideal formed an inspection 
department to check visors and straps immediately after it was dis- 
covered that many of them were defective, so that defective visors 
would not go through to the sewers. He could not, however, identify 
any of the persons who made these inspections, nor would he give any 
estimate of the total number of visors and straps returned during the 
5- or 6-month period to J. Mackey & Son, Inc. (p. 1883). (The 


1g 
id 


1g 
mn 


a ,  * i i ae. OKO Ru SOB ows 


Eee. er ae? oF a 


TEXTILE PROCUREMENT IN THE MILITARY SERVICES 47 


amount $27,745.56 would indicate an approximate return of 32,000 
visors (p. 1883).) 
8. Schlesinger’s testimony 

Sol Schlesinger categorically denied that he obtained kickback 
checks from J. Mackey & Son, Inc., and that the money was for pay- 
offs to Federal officers and employees. He testified that the Mackey 
checks to Ideal were for returned merchandise (pp. 1762 and 1863) 
and he denied the testimony of witnesses who testified that he had 
told them that the kickback checks were for payoffs (pp. 1796-1797). 
Although he branded their testimony as being false, he declined on 
grounds of the fifth amendment to produce records which he stated 
would substantiate his testimony. 

A subcommittee subpena had been served on Schlesinger to testify 
and produce the books and records of Ideal Uniform Cap Co. for 
the period under investigation during the 1955 and 1956 hearin 
(pp. 979, 1772-1773). He failed to produce any books and Sane 
and on May 25, 1956, was ordered by the chairman of the subcom- 
mittee to produce them on a later given date. Schlesinger appeared 
on May 29, 1956, and said that he had the records with him, but re- 
fused to turn them over to the subcommittee for examination (p. 1863). 
He invoked the fifth amendment and refused to make the records avail- 
able and refused even to produce the’records that pertained solely to 
the six checks and the return of visors (pp. 1873 and 1874). 

Testimony was elicited from Schlesinger that he had also refused 
to make his books and records available to the United States Internal 
Revenue Service and to the trustee in bankruptcy in connection with 
the Mackey bankruptcy case (pp. 1769 and 1774). 

Schlesinger also pleaded the fifth amendment when asked whether 
he had entered the six Mackey checks in Ideal’s books (p. 1780). 
Testimony, however, was obtained from other witnesses, Leon I. 
Radin, a certified public accountant and the accountant for the trustee 
in bankruptcy in the Mackey case, and Marie O. Dorman, Ideal’s 
former bookkeeper, that the checks were not entered in the regular 
books of account of Ideal Uniform Cap Co. It was further developed 
that this money from these checks was initially deposited in a secret 
bank account at the Baldwin National Bank; Baldwin, N. Y. 

Schlesinger testified that funds totaling $38,000 were withdrawn 
from the Baldwin bank in checks payable to his wife (p. 1783). He 
said that he probably gave her the checks for household expenses. 
It is to be noted in this connection that Mrs. Marie O. Dorman had 
stated that Schlesinger drew $400 a week from Ideal Uniform Cap Co. 
for personal use. Schlesinger said he could not recall why he in- 
structed the Baldwin bank not to mail the monthly statements (p. 
1791). 

Later he said that to the best of his recollection he had previously 
testified during hearings in the Mackey bankruptcy case that the 
checks were run through Ideal’s books, and that he believed that he 
had turned all of his books and records over to the referee in bank- 
ruptcy. This testimony was subsequently refuted by Leon I. Radin, 
the trustee’s account (p. 1795). 

(a) Marie Dorman’s statement.—Mrs. Marie O. Dorman, the former 
Ideal Uniform Cap Co. bookkeeper, furnished the subcommittee with 
& sworn statement relating to the “kickback” checks. She was 
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Ideal’s bookkeeper during the entire period of the Mackey checks to 
Ideal. 
Mrs. Dorman’s statement (pp. 1790, 1791) reads in part as follows: 


3. Mr. Schlesinger never told me about any returns of 
large quantities of visors from J. Mackey & Son, Inc., and 
my recollection is that I never made any bookkeeping 
entries with regard to large returns. 

4. I did not know that J. Mackey & Son, Inc., made out 
a number of checks in substantial sums to Ideal Uniform 
Cap Co., and had no knowledge that these checks were de- 
posited in an Ideal Uniform Cap Co. account maintained in 
the Baldwin National Bank. In this connection, I never 
knew that Mr. Schlesinger or the Ideal Uniform Cap Co. 
maintained an account at the bank until I was questioned 
concerning this account by investigators of a Federal agency. 
I do know that Mr. Schlesinger did not record or deposit the 
checks from J. Mackey & Son, Inc., in the books I kept or in 
the banks where I made deposits. 


(6) Radin’s testimony.—Leon I. Radin, a certified public account- 
ant, and the accountant for the trustee in bankruptcy of J. Mackey 
& Son, Inc., testified that Ideal’s regular books of account showed 
returns of only $300 worth of visors and straps from Mackey (p. 1877). 
He said that Schlesinger had produced a small book, not part of the 
regular books of account, showing the receipt of $27,000 from Mackey 
for returned merchandise. However, there was no record of the 
checks in Ideal’s cash receipts books (p. 1878). 

Radin contradicted Schlesinger’s testimony that he had turned all 
of his books over to the referee in bankruptcy for examination (pp, 
1774 and 1876). Radin testified that Schlesinger produced only one 
checkbook for examination by the referee, and later permitted him 
(Radin) to examine a limited amount of records. At no time did 
Schlesinger permit a general examination of the books and records of 
Ideal although a subpena was served by the trustee for [deal to pro- 
duce its records. 

The trustee in bankruptcy has brought a suit in the New York 
State Supreme Court against Schlesinger to recover the $27,745.56 
paid by J. Mackey & Son, Inc., to Ideal Uniform Cap Co. (p. 1876). 

Schlesinger’s testimony concerning his relationships with Col. Louis 
H. Shirley, the NYQMPA contracting officer, was evasive and equiv- 
ocal. He even denied knowing for certain that Colonel Shirley was 
the contracting officer on the two Air Force cap contracts awarded 
Ideal Uniform Cap Co., or that theirs was a friendly relationship. 

Schlesinger denied that he had ever given Shirley or anyone in his 
family any money, gifts, loans, or other things of value (p. 1865), and 
also denied that he had any business dealings with Shirley other than 
on the Government contracts. He subsequently admitted that he 
had visited Shirley in Germany during the year 1954 (p. 1867); that 
Shirley took care of shipping some antiques from Europe to the United 
States for Schlesinger; and that while in the United States he tele- 
phoned Shirley in Europe purportedly to inquire about his health and 
that they often corresponded with each other (p. 1871). 
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9, Colonel Shirley’s testimony 

Colonel Shirley denied that he had ever received any money. or 
gifts directly or indirectly from Schlesinger (pp. 1043. and 1829). 

A review of Shirley’s financial records made available for examina- 
tion failed to reveal questionable deposits or expenditures of a signifi- 
cant nature. 

10. Paul W. Gritman’s testimony 

Paul W. Gritman, a World War TI veteran who was awarded the 
Purple Heart and Silver Star Medals, contradicated the testimony of 
Sol Schlesinger and Michael Lizzi, particularly with regard to the 
large quantities of defective visors and straps returned to J. Mackey 
& Son, Ine. 

Gritman was employed by Ideal Uniform Cap Co. on January 11, 
1949, as a shipping and receiving clerk until August 24, 1951, when he 
left Mr. Schlesinger’s employment. His job, among other duties, was 
to pack, ship, and return faulty material which had been sent to 
Ideal Uniform Cap Co. Gritman testified that less than 1,000 defec- 
tive visors were returned by Ideal to Mackey. He emphatically con- 
tradicted testimony that thousands of visors had been returned to 
Mackey during the period in question. He also contradicated Lizzi’s 
testimony that defective visors from Mackey held up production. 
Gritman said that Ideal employees were sent home because of the lack 
of sweatbands, but not because of defective visors. 

A transcript of Sol Schlesinger’s testimony on May 25, 1956, and 
the testimony of Michael Lizzi on May 29, 1956, was transmitted by 
the subcommittee to the Attorney General of the United States for 
study of possible violation of perjury by them. 


G. FRAUD IN RENEGOTIATION OF IDEAL UNIFORM CAP COMPANY’S 
CONTRACTS 


Testimony of a staff investigator disclosed that Ideal Uniform Cap 
Co. filed a false statement with the Renegotiation Board in connection 
with the renegotiation of Ideal’s contracts with the Government for 
the year 1952. 

The false statement involved Ideal’s secret bank account at the 
Baldwin National Bank, Baldwin, N. Y., referred to previously. The 
staff investigator testified that as of December 31, 1952, Ideal Uniform 
Cap Co. had a balance of $17,895.22 in the secret account, but failed 
to report this balance in its certification to the Renegotiation Board. 
The investigator also stated that the details of deposits to this account 
indicated that Ideal Uniform Cap Co., through manipulations, had 
overstated material costs on Government contracts and understated 
renegotiable profits. 

The deposits to this account appeared to made up of questionable 
transactions. Included in these deposits were the 6 Mackey checks 
in the amount of $27,745.56; a refund to Ideal Uniform Cap Co. of 
an overpayment for material purchases from B. F. Goodrich Rubber 
Co. in the amount of $11,651.43; a check in the amount of $7,601.73 
from E. Mattes & Co.; and a check in the amount of $8,759.80 from 
the Jerome Hat Manufacturing Co. for 1,564% yards of o. d. serge 
bought from Ideal on September 13, 1950. 
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Schlesinger’s refusal on the grounds of the fifth amendment to 
produce any records hampered this subcommittee from ascertaining 
the full facts concerning these matters. 

Julius A. Baylis, a New York certified public accountant, testified 
that he could not comply with a subcommittee subpena to produce 
work papers covering his audits of Ideal’s books and accounts for the 

eriod in question. He said that during the year 1954 he had given 
his work papers to Sol Schlesinger, at the latter’s request. This 
happened at the time the Bureau of Internal Revenue had com. 
ome an investigation of Sol Schlesinger and the Ideal Uniform 
ap Co. 

A certified balance sheet for the year ending December 31, 1952, 
which had been transmitted to the Department of the Army by Ideal 
Uniform Cap Co., was introduced into the record. Baylis testified 
that either he or someone in his office prepared the certified balance 
sheet and admitted that it failed to reflect the cash balance in the 
Baldwin Bank account. His explanations concerning this material 
omission, as well as his explanation for the releasing of his work papers 
to his client, Sol Schlesinger, in the opinion of this subcommittee was 
neither satisfactory nor convincing. 

Of collateral interest is the fact that Schlesinger had further misled 
the Renegotiation Board by writing the Board that Ideal Uniform Cap 
Co. did not have certified financial sheets for any years including the 
year 1952. The Renegotiation Board had requested these financial 
sheets in connection with the renegotiation of Government contracts 
with Ideal Uniform Cap Co. for that year. 


VII. Improper RELATIONSHIPS OF CONTRACTING OFFICER WITH 
CoNTRACTORS 


On May 25, 1956, Col. Louis H. Shirley appeared before this sub- 
committee and in an attempt to show the conditions and events that 
existed in 1950-52 in their proper perspective, told of conditions at 
the NYQMPA prior to and at the time of the Korean outbreak in 
June of 1950. He pointed out that, due to reductions in force and 
cutbacks, those employees with the know-how, gained from experience 
in World War II, were almost completely liquidated at the outbreak 
of Korea. He testified that the peacetime procurement after Korea 
became an emergency procurement problem which had to be handled 
by personnel not only inadequate in number but also in experience 
and training (p. 1801). 

Shirley said that while contractors had been anxious to get Govern- 
ment business up to the fiscal year ending June 30, 1950, thereafter 
the Government “‘became a beggar pleading for supplies.”” He went 
on to say that those in procurement were required to become ambas- 
sadors of good will and were required to offer other inducements to 
industry to participate in the emergency program. He testified 
that— 


Social relations with industry were regarded as an im- 
portant element of inducing participation in the procurement 
program rather than evidence of corruption * * *. Friend- 
ship with members of industry was regarded as an avenue for 
promoting procurement objectives rather than as a source 
of corruption * * * (p. 1802). 
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Colonel Shirley introduced a letter, dated December 7, 1950, 
signed by the Quartermaster General, Maj. Gen. H. Feldman, dealing 
with 13 procurement policies under which the NYQMPA was to 
operate (exhibit 111). Colonel Shirley described this document as 
“very important” and offered it in partial support of his previous 
statements concerning the procurement situation in the 1950-52 
period. Paragraph (7) of this letter reads as follows: 


(j) Immediately initiate action for meetings with indust 
group chairmen of the uestermeettt Association to wor 
out the best possible schedules for delivery of urgently needed 
items prior to solicitation of quotations or requests for bids. 
Procurement directives of this office will continue to call for 
deliveries as required from the supply viewpoint. You are 
authorized to establish the best obtainable schedules on the 
basis of the best advice obtainable from within your organiza- 
tion or from chairmen of Quartermaster Association industry 
groups. You are also authorized to call upon key repre- 
sentatives of industry trade associations, etc., when a par- 
ticular commodity is not covered by a Quartermaster 
Association group. * * * 


This letter, and specifically this paragraph, was offered by Colonel 
Shirley as the basis for his above-quoted statements concernin 
friendship and social relations with industry. Colonel Shirley testifie 
that his superiors, General Peckham and Colonel McKenzie, told 
them at NYQMPA that this section was to be interpreted as embrac- 
ing— 

having lunch with them, talking with them, socializing with 
them, seeing that we stay on friendly relations with them 
(pp. 1805-1806). 


Shirley, upon further questioning by the subcommittee, testified 
that General Peckham and Colonel McKenzie, as well as himself, had 
lunch with various contractors and further that, although he could 
not answer for them, he on one occasion had stayed overnight at the 
home of a contractor, Herman Kravitz, in Summit, N. J. (p. 1806). 
He stated that the social associations with contractors did not go 
beyond this. He specifically denied that he ever had his bill paid by 
any contractor when he stayed overnight at a hotel. 

Colonel Shirley then testified that neither he nor his wife had 
stayed at the Hotel Savoy Plaza in New York City and that on the 
night of February 20, 1952, he had stayed at his home in Garden City, 
Long Island, N. Y. (p. 1808). 

Testimony was introduced at this time by the credit manager of the 
Hotel Savoy Plaza that its records reflected that a Mr. and Mrs. 
Samuel Kravitz had credit card number 22049. Further, that this 
card contained a notation of an arrival on February 20, 1952, at the 
hotel, suite 2110-12, being occupied at the rate of $55. The record 
further showed that Colonel and Mrs. Shirley were guests that occu- 
pied the suite with the Kravitzes. Their departure date was given 
as February 21, 1952 (exhibit 118). 

Colonel Shirley changed his original testimony that he stayed at 
his home on the night of February 20, 1952, by subsequently producing 
a photograph of an original bill, dated February 21, 1952, 12:33 p. m., 
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tendered by the Governor Clinton Hotel, New York City, N.Y, 
reflecting that Col. and Mrs. Louis H. Shirley registered at the hotel 
and were assigned room No. 954 on February 20, 1952, and left on 
February 21, 1952. Colonel Shirley also produced a photograph of 
another original bill from the same hotel bearing the same date and 
time. This bill reflected that Colonel Shirley’s father and stepmother, 
Mr. and Mrs. H. Shirley of Roscoe, S. Dak., were also registered at 
that hotel and were assigned to room 955, and that they left on Febru. 
ary 21, 1952. 

An interesting fact brought out in the hearings was that on February 
21, 1952, a testimonial luncheon was sponsored by three manufac. 
turers in the fur industry, W. I. Herskovitz Co., the North American 
Fur Co., and Lester Furs, at a New York restaurant in honor of Col, 
Louis H. Shirley. Approximately 50 persons attended, including 
representatives of the Army, Navy, and civilian employees of the 
NYQMPA, as well as the wives of Colonel Shirley and Gen. Robert 
P. Hollis. Shirley testified that this luncheon honor was given him 
because the NYQMPA had had a big procurement of furs, and that 
the NYQMPA had worked very closely with the Fur Advisory Group 
(an industry group that advised the Government on fur matters) in 
determining the type of fur to buy. The above 3 firms contributed 
$400 each for the luncheon, paid for all expenses, which included a 
gift to Colonel Shirley of 2 bags worth $117.50 (p. 1845). 

Of particular interest is the fact that Nicholas Maromaty of Lester 
Furs, and Herman P. Kravitz of Kravin Park Clothes were indicted 
on October 15, 1953, in connection with the embezzlement of furs 
belonging to the United States Government. Maromaty entered a 
plea of guilty on May 24, 1953, and Kravitz was found guilty as 
charged on November 15, 1954. 

Colonel Shirley testified that while in command of the procurement 
center in Frankfurt, Germany, he received a call from Herman 
Kravitz, who was in Rome in 1952, and was asked to meet him in 
Paris, France. Colonel Shirley stated that because Herman Kravitz 
had been one of NYQMPA’s big suppliers he agreed to meet him there 
coincidentally with an official business visit to his Paris office. Shirley 
stated that he arrived in Paris in April of 1952 and stayed there for 
2 days. Colonel Shirley stated that he thought that he stayed at the 
California Hotel during that period. He emphatically denied that 
he had stayed at the same hotel as Kravitz, and was equally certain 
that when he left he, Colonel Shirley, paid his own hotel bill. 

A statement to Herman Kravitz from the Pisa Travel Bureau, 630 
Fifth Avenue, New York City, dated May 23, 1952, and a letter to 
Mr. Kennedy, chief counsel, from Pisa Bros., Inc., dated March 13 
1956, were then introduced. It revealed that Colonel Shirley had 
been the guest of Herman P. Kravitz for two nights at the Hotel Ritz 
in Paris and that the bill was paid for by Herman Kravitz through 
the Pisa Travel Bureau. Also elicited at this time was the fact that 
a staff investigator had interviewed Herman P. Kravitz early in the 
investigation when Kravitz cooperated to the extent of answerin 
certain questions, and Kravitz had advised that Colonel Shirley ha 
stayed overnight in their hotel suite at the Hotel Ritz in 1952 (p. 
1816). William C. Kline, Jr., a business associate of Kravitz, also 
gave the same information when interviewed by a staff investigator. 

Colonel Shirley categorically denied that he had stayed overnight 
with Herman Kravitz and his business associates, William C. Kline, 
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Jr., and Louis Stritzler, at the Ritz Hotel and then sought to minimize 
the incident by saying that the bill involved ‘a small sum and that 
“there would not ha any reason why I would want to deliberately 
falsify’ a statement for $23.40’ (p, 1815). It was pointed out by the 
chairman, however, that the significant, point of this line of question- 
ing was not because of the money eae but the conflict of the 
testimony between Colonel Shirley and the. official records of busi- 
nesses and the testimony of the other witnesses. Also, the subcom- 
mittee desired to know the extent of Colonel Shirley’s relationship 
with Herman Kravitz whose unsavory reputation and corrupt and 
unscrupulous activities in his dealings with the quartermaster were 
outlined earlier in this report. 

On May 29, 1956, a staff investigator testified that following Colonel 
Shirley’s testimony a telephone call was made by the subcommittee 
to a General Accounting Office representative in Paris to check the 
records of the California Hotel and the Ritz Hotel during the perti- 
nent period. It was testified that as a result of this check it was 
ascertained that there was no registration for Colonel Shirley at the 
Hotel California. 

A photostatic copy of the Ritz Hotel registration was introduced 
into the record reflecting the names of Herman Philip Kravitz, William 
Kline, Jr., Louis Stritzler, and Col. Louis H. Shirley. Stritzler occu- 
pied room 107, Kravitz occupied room 108, and William Kline, Jr., 
occupied room 109 for the period April 21 to 25, 1952. The Ritz 
Hotel registration indicated also that Colonel Shirley occupied room 
“107-108” (Kravitz and Stritzler’s room) for the period April 22 to 
24, 1952. Found next to Colonel Shirley’s name was the number 
“1390668” which Colonel Shirley later admitted was his military 
identification card number (p. 1850). 

Colonel Shirley testified that he had also made a telephone call to 
Lt. Col. James B. Smith, who had been in charge of the suboffice 
of the procurement center at Paris, France, in 1952. He stated that 
this call was made on May 26, 1956, to Colonel Smith’s post of 
assignment in Yokohama, Japan. According to Colonel Shirley, 
Colonel Smith’s recollection was that reservations were made for 
Colonel Shirley at the California Hotel and that he thought Colonel 
Shirley had stayed at that hotel. 

Colonel Smith’s recollection as to the reservation was later borne 
out by a letter dated July 5, 1956, placed in the subcommittee record, 
to Colonel Shirley from the Hotel California, which letter, in part, 
reads, ‘After thorough searches through our books, it appears that a 
reservation was aaa in your favor from April 22, 1952, but this 
reservation has been easton and we never found any trace of your 
stay here, even looking through our records for January 1, 1952, to 
mages 1952.” 

hirley further testified that he was going to call Paris, but was 
advised that the Department of the Army had already made inquiry 
at the Ritz Hotel, whose records indicated that Colonel Shirley was 
registered there, but that the records did not show who made the 
registration or by whom the bill was paid. Colonel Shirley advised 
that he could give no plausible explanation as to the reason his name 
and ID number appeared on the registration card of the Ritz Hotel 
(pp. 1847 and 1850). 
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VIII. CrrcuMvention or Department or Derense Consoniparep 
List or DEBARRED, INELIGIBLE AND SUSPENDED CONTRACTORS 


The Department of Defense causes to be maintained a list of de. 
barred, ineligible, and suspended contractors who are involved in 
improprieties in contracts with agencies of the Department of Defense, 
By this action the offending contractor is estopped from doing business 
with the military agencies under the Department of Defense for a 
designated period of time. 

The following contractors and their companies, previously referred 
to, have been suspended by the Department of the Army and their 
names have been placed on the consolidated list of debarred, ineligible, 
and suspended contractors: 


Name Date 
I listens capmeeneninalgenn excep atiad nelmda Nov. 14, 1952. 
SERRE Fp MPO UWE. orks hn ee ode ee esl eddie odes Do. 
Tees eee CeOUNON MG eb oleh cn cisbaneeo Do. 
I, EE Sls os, nati bobidititisintonnesiel-es July 7, 1954, 
INN ROO IN i Cate unieweminewn Oct. 10, 1952. 
en Te puealinahbincbmosbbenien ae June 28, 1956, 
i a SRO ot ee inswanebanouneette Do. 


The subcommittee received testimony from witnesses which showed 
that Kravitz and Abrams, whose firms had been placed on the sus- 
pended list because of investigations conducted by the FBI for 
embezzlement of Government property, had contemptuously violated 
the spirit as well as the substance of the action by the Department 
of Defense by using “fronts” to carry on their business with the 
quartermaster. 

Nathan Berger testified that Fabric Garment Co., Inc., which was 
owned by Joseph Abrams, Harold Hyman, and Jack Schwartz, had 
been blacklisted and could not get any Government contracts because 
of an investigation for embezzlement of Government-furnished 
material. Berger stated that he was approached to buy out their 
plant and operate it. He freely admitted that an oral agreement 
was entered into in February 1953 and that part of this agreement 
was for Berger to act as the “boss” while Joseph Abrams remained 
a silent partner. Berger told the subcommittee that in this way 
Abrams could continue to enjoy Government business without the 
Quartermaster Corps knowing that he had any interest in the cor- 
poration. Berger stated that Fabric Garment Co., Inc., in fulfill- 
ment of the agreement, became known as the Combat Uniform Corp. 
with address at 473 Liberty Avenue, Brooklyn, N. Y. He advised 
that bids were submitted to NYQMPA and ASTATA, and that 
contracts were awarded to Combat Uniform Corp. with Berger repre- 
senting himself as the sole stockholder. This relationship between 
Berger and Abrams subsequently was broken when a sine 
arose over the way Harold Hyman, who held the title of general 
manager of Combat Uniform Corp., was managing the business 
(pp. 1204-1205). 

The Cumberland Coat Co. was another front used by Herman 
Kravitz. Introduced into evidence by a staff investigator was & 
face sheet attached to an invitation to bid which called for a bid 
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opening on May 28, 1953, for “overcoats, cotton, OG-107 with 
taavebie liner.” The face sheet contained the following notation: 


Sam Lneder 

Sign form 70 twice at * 

Sign front page of bid three times * 

Decide what price you want to bid and let me know. 


Herman (Exhibit 46). 


The staff investigator testified that the bid itself had other hand- 
writing which appeared to be that of Herman Kravitz. Lieder had 
admitted to the investigator that the bid had been prepared for him 
by Herman Kravitz who eventually sent the bid to ASTAPA under 
the name of Lieder’s Cumberland Coat Co., Inc. (p. 1435). It should 
be noted that Cumberland Coat Co., Inc., was awarded contract 
No. QM 2464 on June 26, 1953, which was 1 of the 3 trench coat 
contracts that Herman Kravitz sought $17,000 from Lieder in order 
to have the coats accepted by the Government inspectors. 

Also introduced into testimony was a transcript of an interview 
with Samuel Lieder and the chief counsel and a member of the sub- 
committee staff which interview in part deals with Lieder’s knowledge 
that Kravitz was on the Government debarred list but in spite of this 
had business dealing with Kravitz involving Government contracts. 


Q. You said you were afraid of Kravitz? 

A. Oh, at that time I knew he was being shunned—he 
couldn’t come in Government deal—wasn’t to have no deals 
with him. 

Q. You were afraid of him and didn’t want to have deal- 
ings with him because you knew he was on a list—was 
barred? 

A. Yes. 

Q. But you went ahead? 

A. Yes (p. 1427). 


Cherubino Petti, an operator of a clothing factory, testified that 
Cherubino Petti & Co., Inc., which he and his son run, entered into a 
contract on August 20, 1955, to rent a clothing factory and machinery 
at 21-23 and 25-27 North Arkansas Avenue, Atlantic City, N. J., 
from the A. C. Clothing Manufacturing Co. This agreement which 
was to run for 1 year was signed by Herman Kravitz and witnessed 
by Samuel Kravitz for A. C. Clothing Manufacturing Co. Cherubino 
Petti signed and Joseph F. Petti witnesses the statement for the 
Cherubino Petti & Co., Inc. The rental, according to this agreement, 
was $39,600 (exhibit 35). 

Petti testified that thereafter he obtained Government contracts. 
On November 17, 1955, the contract was amended so that Kravitz. 
received $1 for each coat made for the Government at the factory, or 
a total rental fee of $76,050 (exhibit 36). This was during a time when. 
the Kravitzes were blacklisted. 

Mr. Petti advised that he had been doing Government work for @ 
long period of time and denied that Kravitz had helped him in any 
way in obtaining contracts from the Government (p. 1400). 

He said that he furnished a copy of the first agreement to the 
Quartermaster Purchasing Agency but he failed to submit a copy of 


Sennen 
*Checkmark appears here to indicate to Lieder where to sign on the attached invitation to bid. 
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the amendment (p. 1399). Petti further testified that although he 
knew now that Kravitz had been barred from dealing with the Goy. 
> a0ee he did not know this before he entered into the agreemen{ 

. 1398). 

In another section of this report appears testimony from Anthony 
DeFero dealing with the Kravitzes’ use of Nathan Lieberman and the 
Quality Clothing Co., Inc., in acting as a front for them when they 
were barred from boing business with the Government. In this 
regard, Samuel Kravitz was asked whether Lieberman had acted as 
a “front” for him in Quality Clothing, Inc., and whether he had other 
companies that acted a a “front’’ for him so that he could continue 
to take Government contracts after he and his company had beep 
put on the debarred list, but Kravitz refused to answer on the grounds 
that a truthful answer might tend to incriminate him. 

Sol Schlesinger’s Ideal Uniform Cap Co. was awarded a contract 
by the Department of the Navy on April 14, 1955, for 50,000 enlisted 
men’s caps. Schlesinger, on June 23, 1955, testified that he was 
delinquent in his deliveries under the terms of the contract (pp. 
978-981). 

He appeared again before this subcommittee approximately 1 year 
later, on May 25, 1956, at which time he stated that the naval con- 
tract was the last which the Ideal Uniform Cap Co. received from the 
United States Government, and that his company did not finish the 
contract (p. 1758). Testimony was then brought out that Schlesinger 
and his company had been debarred shortly after his first appearance 
before this subcommittee, and the contract was taken away from the 
Ideal Uniform Cap Co. by the Department of Navy. Schlesinger, 
however, admitted that his company received a subcontract from the 
American Lumberman’s Mutual Casualty Company of Illinois,‘ the 
successor prime contractor, to manufacture the same hats on the same 
contract which they had formerly been prime contractors. He also 
admitted that he received the same price per hat under the subcon- 
tract as he was to receive from the Department of Navy under the 
original prime contract (p. 1759). 

Schlesinger testified that his plant had been mentioned in the 
contract of the American Lumberman’s Mutual Casualty Company of 
Illinois as being the place of manufacture, but that he was not familiar 
enough with Navy procedure to know whether the Navy contracting 
officer had to approve this subcontract given to the Ideal Uniform 
Cap Co. (p. 1759). 

Thus, Schlesinger’s testimony revealed that although the Ideal 
Uniform Cap Co. was a debarred contractor it nevertheless completed 
the contract on the same terms and compensation under the guise of 
a subcontractor. 


IX. Discrpninary AND ReMEDIAL Steps TAKEN 


As a result of the subcommittee hearings held in 1955 and 1956, 
the Department of the Army took certain internal corrective actions. 
In addition, the following personnel actions were reportedly taken.’ 


4 By letter dated April 6, 1956, Rear Adm. R. J. Arnold, Chief of the Bureau of Supplies and Accounts, 
Department of Navy, in part advised the subcommittee that the American Lumberman’s Mutual Casualty 
Company of Illinois was the surety named in the original contract between Ideal Uniform Cap Co. and the 
Department of Navy to indemnify the Government in the amount of $25,000 in the event of nonperformanc 
by the Ideal Uniform Cap Co. 

$ Letter with enclosures, dated October 12, 1956, from Brig. Gen. J. E. Bastion, Jr., Acting Ohief, Legit 
lative Liaison, Department of the Army. 
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A. STATUS OF ACTION TAKEN CONCERNING MILITARY PERSONNEL 


Col. Louis H. Shirley was relieved from his command of the Rich- 
mond Quartermaster Depot on April 19, 1956, and assigned to routine 
administrative duties at Fort Lee, Va., pending final disposition of 
case, 

Mel Eric Farnell was indicted for oangeney to defraud the Goy- 
ernment and is currently awaiting trial. Pending final disposition of 
his case he has been assigned to Fort Lee, Va., and is performing 
routine administrative duties. 

Other officers who were recipients of gifts, hospitality, or other 
favors from Harry Lev or other contractors have had their files 
flagged to preclude their assignment to activities relating to procure- 


ment. 
B. STATUS OF ACTION TAKEN CONCERNING CIVILIAN PERSONNEL 


The following-named civilian personnel were removed from their 
positions for the reasons indicated: 





Name | Action taken and reason Date of action 





ae Removed from civilian employment of the Government | June 10, 1955 
for reasonable cause to believe he had committed per- 
jury before the Senate Permanent Subcommittee on 
vestigations of the Senate Committee on Government 
Operations. 
Ferdinand Tartaglia........... Removed from civilian employment of the Government | Dec. 8, 1955 
pooemase of improper business associations with Harry 
Vv. 





In addition, seven other civilian employees, who were recipients of 
ifts or hospitality from contractors, received temporary suspension 
rom duty and/or a reprimand. 

The following civilian personnel whose names were involved are no 

longer employed by the Government: 


Name Reason 
RE: pe ee Retired in 1955. 
August Coppola (deceased) -..-.-- Reduction in force, February 1956. 
i cnc arcunenecenera Resigned in March 1952, 
George Earnshaw-.....-..---.---- Resigned in June 1953. 
See rere Reduction in force in September 1953. 
a i ce Reduction in force, Aug. 6, 1954. 
Bey moernblue...........<..<- Separated July 16, 1954. 
Jacob Mitnick (deceased) _.....-~- Died in January 1954. 
A) PRUNE 2 1c: denecauagrete Resigned in June 1956. 
BeOnY POTTOGS.. .....nedeonsece= Resigned in June 1955. 
ee TOITOOR..... weno succes Resigned in June 1954. 
David Spatt (deceased) ......---- Retired in December 1951. 
Bee Timed... ise eee weuki Reduction in force in June 1954. 
Nicholas DiLiberato........----- Reduction in force in February 1956. 
I, ee Do. 


C. ABOLITION OF THE QUALITY CLOTHING EVALUATION BOARD 


This Board, which was in existence at the beginning of the hearings 
in 1955, was abolished by the Philadelphia Quartermaster Depot in 
March 1956. The Department of the Army advised that a study con- 
ducted by the Philadelphia Quartermaster Depot disclosed that there 
was a duplication of functions between the Manufacturing Division 
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of the depot and the Quality Clothing Evaluation Board. Accord. 
ingly, a recommendation was made that the Board be abolished and 
that its functions be assumed by the Manufacturing Division. As 
consequence, August Coppola, former Chairman of the Quality Cloth. 
ing Evaluation Board, now deceased, and Board Member Nicholas 
DiLiberato, whose highly questionable decisions and actions as mem. 
bers of this Board were brought out in the course of the hearings, as 
well as Board Member Colon S. Dixon, were “riffed” (reduction in 
force), effective February 1956. 


D. ESTABLISHMENT OF THE CONTRACT REVIEW AGENCY 


The Department of the Army advised that on April 19, 1956, a 
Review Agency was established at Fort Lee, Va., for all ASTAPA 
contracts for over $1,000 in value, including Navy and Marine. The 
review of all pre- and post-ASTAPA cut, make and trim contracts 
over $10,000, from January 1, 1950, to July 1, 1955, was accomplished 
on June 30, 1956; however, out of 3,855 contracts reviewed, 2,866 
were returned to the Philadelphia Quartermaster Depot for further 
review because of evidence of inefficient administration, possible 
fraud or collusion, et cetera. As a result, the Contract Review 
Agency, which is staffed by military and civilian personnel, was ac- 
tivated at the Philadelphia Quartermaster Depot on June 28, 1956. 
The purpose of this Contract Review Agency is to make a detailed 
review of the contracts suggested by this subcommittee (includes 
Kravitz and Abrams and affiliated companies, and Ideal Uniform 
Cap Co.), the contracts returned from Fort Lee for further review, 
and current contracts which are completed. Where claims against 
contractors are uncovered by these reviews, the Contract Review 
Agency sets in motion the necessary action to pursue and collect these 
claims, and in instances of possible fraud and/or collusion, the matter 
is referred to the Department of Justice. 

The Contract Review Agency reviewed 366 contracts having a 
total dollar value of $99,362,413.09. Many of these contracts were 
involved in the subcommittee hearings. This Agency found possible 
claims of $1,223,142.92 in 150 of these contracts, and, accordingly, 
initiated action to collect on them. 


Senators Carl T. Curtis (Republican, Nebraska) and Chapman 
Revercomb (Republican, West Virginia) were not members of the 
Senate Permanent Subcommittee on Investigations during the period 
of the hearings and executive sessions on which the above report was 
prepared. Under these circumstances, they neither approve nor dis- 
approve this report. : 

The members of the Committee on Government Operations, except 
those who were members of the Senate Permanent Subcommittee on 
Investigations, did not sit in on the hearings and executive sessions on 
which the above report was prepared. Under these circumstances, 
they have taken no part in the preparation and submission of the 
report, except to authorize its filing as a report made by the sub- 
committee. 0 
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FOREWORD 


The Committee on Foreign Relations transmits herewith to the 
Senate a report of the Subcommittee on Disarmament, created pur- 
suant to the terms of Senate Resolutions 93, 185, and 286, 84th 
Congress, and Senate Resolutions 61, 151, and 192, 85th Congress. 
Permission to file this report during the adjournment of the Congress 
was granted in the Senate on August 28, 1957. 

This report is submitted to the Senate by Senator Hubert H. 
Humphrey, chairman of the subcommittee. 
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CONTROL AND REDUCTION OF ARMAMENTS 


SePTEMBER 6, 1957.—Filed under authority of the order of the Senate of 
August 28, 1957, and ordered to be printed 


Mr. Humpurey, from the Committee on Foreign Relations, submitted 
the following 


REPORT 


[Pursuant to S. Res. 93, S. Res. 185, and S. Res. 286, 84th Cong., and 
extended by S. Res. 61, S. Res. 151, and S. Res. 192, 85th Cong.] 


I. INTRODUCTION 


The Senate Foreign Relations Subcommittee on Disarmament here- 
with submits its report on its findings and conclusions to date. The 
subcommittee was created 2 years ago, on July 25, 1955, by Senate 
Resolution 93 of the 84th Congress. It was instructed to study the 
disarmament problem from various aspects; that is, proposals of the 
major powers, as well as private citizens and groups; efforts of the 
United Nations; the relationship of international tension to dis- 
armament; the relationship of armaments to the world economy; 
methods by which the views of the American people on disarmament 
are communicated abroad; and methods to insure that reductions in 
armaments do not endanger our national security. The subcommittee 
has looked into these and other aspects of the problem through 
hearings held in Washington and other cities and through the publica- 
tion of staff studies. A more detailed description of the work of the 
subcommittee is contained in the appendix to this report. 

The problem of disarmament is one of the most difficult facing the 
people of this country. For centuries, literally, nations have sought 
to devise ways by which wars could be prevented and armaments cur- 
tailed. Unfortunately, the search for a secure and disarmed world 
has to date been unsuccessful.! The fact that the goal of a peaceful 
world has been so elusive must not cause us to despair. A difficult 
and almost insurmountable problem cannot be solved by ignoring it 
or by treating it superficially. Only the greatest dedication and 
perseverance may help overcome the obstacles to the achievement of 
permanent world peace. 

1 Many events related to disarmament are summarized briefly in staff study No. 2 of the Subcommittee 
on Disarmament, Disarmament, a Selected Chronology, January 1, 1918-March 19, 1956. Apri! 1956. 
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II. Summary oF Masor Conciusions AND RECOMMENDATIONS 
NEED FOR DISARMAMENT 


Although the possession of nuclear weapons, along with the capacity 
to deliver those weapons, by both the United States and the Soviet 
Union has resulted to some degree in a stalemate, we should not be 
content to base our security totally on the concept of nuclear deter- 
rence. The potential spread of nuclear-weapons production amon 
many countries, the increasing possibility of pushbutton warfare 
started in haste by an irrational leader, and the constant spiral of the 
cost of the arms race make the need for progress on disarmament one 
of the most pressing tasks confronting mankind. Some headway on 
halting the arms race must be made. 


RELATIONSHIP OF INTERNATIONAL TENSION TO ARMAMENTS 


Efforts to reduce international tension and diminish the threat 
of war should be pursued by trying to settle political problems and 
through negotiations to curtail and control armaments. Large-scale 
reduction of armaments cannot be made without corresponding prog- 
ress on the resolution of at least some political issues. However, we 
should not wait for the solution of all outstanding political problems 
before making a start to control armaments. 

The division of Germany and the aggressive nature of Communist 
China are the two most outstanding political problems which are im- 
peding progress on arms control. The United States, the Soviet 
Union, the United Kingdom, France, and Germany should at an early 
date make a renewed effort to negotiate on German reunification. If 
German unification is to be realized, both the Communist countries 
in Europe, including the Soviet Union, and the NATO countries, in- 
cluding the United States, would probably need to accept some restric- 
tions on their armed forces and armaments, particularly in the area 
of Europe. 

The United States could not sign an agreement with the U,S.S. R. 
and other countries to reduce its armaments substantially as long as 
Communist China pursues a policy of aggression and of threats of 
violence. 

In other areas where international tension is high, the United States 
can help to seek peaceful solutions. Through the United Nations, the 
executive branch should press for the extension of international law 
to cover some disputes now treated as political. It should also support 
in the United Nations measures to continue the use of limited arms 
control measures, particularly the use of demilitarized zones and an 
international police force. Finally, more attention should be paid to 
the existence of the expanding trade in armaments between the large 
and small nations. This problem calls for study and action by the 
United Nations. 


NATURE OF A DISARMAMENT AGREEMENT 


To give the disarmament discussions their best chance of success, 
the United States must maintain its military posture. A disarmament 
agreement—that is, a first step agreement—should be limited rather 
than comprehensive in scope. It should not rely on the good faith 
of the parties to it; all of its provisions should be subject to verification. 


a enw eS ae a 
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The most effective way to insure that an agreement is being observed 
is through thorough inspection but, since each of the United States 
proposals for disarmament must carry with it necessary inspection 
measures, the scope of such proposals may need to be limited so as 
to keep the total inspection measures within acceptable and workable 
limits. Our experience in Korea proved that the details of inspection 
provisions in an agreement should be meticulously worked out. If 
the details of proposed inspection plans have not been drawn up, the 
executive branch should proceed promptly to prepare them. 

All disarmament proposals examined by the subcommittee entail 
some risks; none is absolutely foolproof. However, the risks of acting 
to try to control the arms race and to reduce the threat of war are less 
than are the risks of doing nothing. 

Under present world conditions a disarmament agreement could not 
be guaranteed by enforcement measures. Enforcement must rest on 

eements which are mutually advantageous and which contain 
effective inspection provisions. 

It is essential that the executive branch continue to cooperate on 
disarmament matters with its allies represented on the United Nations 
Disarmament Subcommittee and with the nations belonging to NATO. 
The executive branch should also seek the advice of and take into 
account the opinions of other countries, particularly those in Asia 
which have been subjected to Communist pressure. 


RELATIONSHIP OF DISARMAMENT TO SECURITY 


In view of the danger of Communist aggression in specific and re- 
mote, but nonetheless vital, areas it is imperative that the United 
States have the capability to deal with such conflicts having an effect 
on our national security and involving international commitments, 

Further study is needed on the effect certain disarmament proposals, 
if adopted, would have on United States national security. 


FORMULATION AND ORGANIZATION OF UNITED STATES DISARMAMENT 
POLICY 


The subcommittee commends the President for his action in appoint- 
ing in 1955 a special assistant for disarmament policy. The sub- 
committee, however, agrees that the formulation and execution of 
disarmament policy is primarily the responsibility of the Department 
of State. The Office of Disarmament in the Department should be 
adequately staffed and its head should have sufficient authority and 
funds to carry out his assignment. 

Public appraisal of United States disarmament policies, to be effec- 
tive, should be based on adequate knowledge and the subcommittee 
advises that a greater amount of information should be forthcoming 
from the executive branch. 


ECONOMIC ASPECTS OF ARMS CONTROL 


The primary impetus for the prosperity and growth of this nation 
does not rest on defense spending, although a substantial reduction 
in armaments would have an impact on the economy. A disarmament 
agreement which was based on current proposals of the United States 
would probably not result in large savings in expenditures for defense. 
However, Government agencies should be encouraged to devote more 
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time now to a study of how to meet specific problems which might 
occur if a large cutback in defense spending were to take place. 


III. Tae Neep ror DIsARMAMENT 


The need to make progress on controlling and reducing armaments 
is more apparent today than ever before. No one would dispute that 
the discoveries and inventions of science in the last decade have pro- 
duced weapons which are so destructive that the human mind can 
hardly contemplate what the world would be like if they were used in 
war. The atomic bomb used in 1945 on Hiroshima was a 20-kiloton 
bomb, the equivalent of 20,000 tons of TNT. It caused 150,000 
casualties in an area of 5 square miles. This weapon was then the 
most destructive the world had ever known. Today, however, the 
Hiroshima and Nagasaki bombs are small as compared to the largest 
weapons in our stockpile. In 1954, nuclear weapons tests of the 
United States revealed that 1 explosion contained a blast that was 
vastly greater than the bombs used 9 years earlier. Possession of 
nuclear bombs now resides in the Soviet Union and the United King- 
dom as well as the United States. Furthermore, the radiation result- 
ing from these large bombs would cause damage not. only to the 
thousands of people in the immediate vicinity of the explosion but 
perhaps would cripple and maim future generations. 

Some military and political leaders have found consolation in the 
great firepower of the new weapons. They have reasoned that when 
war becomes so brutal for all sides, nations will be reluctant to commit 

gression for fear an attack would spread both in area and in type 
of weapons used. Thus, the concept of nuclear deterrence has grown 
and has been considered to date one of the chief elements in the pres- 
ervation of world peace. 

Nuclear deterrence as a means of maintaining our national security 
has its limitations. One definite limitation is that the number of 
countries with nuclear weapons in their possession will undoubtedly 

ow. At present only three countries manufacture them. It is not 
meal whether the U.S. S. R. has loaned or given these weapons to 
other countries but the United States and the United Kingdom thus 
far have not. But other nations are quickly gaining the knowledge 
with which to produce fissionable materials and some already have 
the industrial capability to manufacture them. As nuclear weapons 
are spread throughout the world the likelihood of their use in war 
increases. 

The idea of nuclear deterrence implies a degree of rationality. It 
assumes that the leaders of a government realize that their own coun- 
try cannot escape the catastrophe of nuclear war and that, conse- 
quently; they strive to prevent it from occurring. If nuclear weapons 
are possessed by many countries with different types of governments, 
the element of rationality would be reduced. In some cases, there 
might be the temptation to use such weapons without due concern for 
the consequences. 

Another drawback of the reliance on nuclear deterrence is the 
advancement of military technology. The large powers, particularly, 
are engaged in an unending race for weapons; weapons not only growing 
in destructiveness but against which there is little or no defense. 
Thus, there exists today a race to produce an intercontinental ballistic 
missile which will transcend continents at a speed of 15,000 miles 
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.per hour and once launched will land at its destination in a matter of 

minutes. The Soviet. Union has just announced that it has success- 
fully tested such a missile and the United States is working toward 
that end. With such weapons in the arsenals of the major powers, 
even a small mistake or miscalculation could embroil the world in an 
all-out holocaust. The fact that these missiles are being perfected 
makes disarmament of the greatest urgency. 

Finally, an indefinite race for military superiority among nations 
constitutes a tremendous use of resources. For example, about half 
the research carried on in the United States is for military purposes.* 
In the Soviet Union a large percentage of the production of basic 
raw materials goes into the manufacture of weapons. Production 
of items for defense increases the cost of living. Diversion of vital 

oods and services year after year into nonconstructive projects 
eke people everywhere from enjoying a better and more prosperous 
life. 


RECOGNITION OF THE NEED FOR DISARMAMENT 


The need for progress on the control of the new weapons was recog- 
nized by the United States at the end of World War II, shortly after 
the first atomic bomb had been produced. In this country we gave 
clear intention of our desire for arms reduction and control by offering 
to submit the control of atomic energy to international authority. 
This country announced to the world through the forum of the United 
Nations that we would give up our monopoly in the production of 
atomic energy. This offer was rejected by the Soviet Union. 

Subsequently, the United States has been meeting periodically with 
the Soviet Union and other countries in an effort to negotiate an 
effective disarmament agreement. Many proposals for arms control 
have been set forth and discussed among the major powers, but always 
when the time for decision arrived the Soviet Union refused to consider 
them seriously and thus the negotiations came to naught. 

In recent months, however, the Soviet Union has appeared to indi- 
cate a greater interest in reaching some agreement on arms control, 
although the cold war propaganda tactics of the U. S. S, R. and its 
activities to foment strife and agitation in key areas have not abated. 
This has been the impression gained by representatives of the United 
States, the United Kingdom, France, and Canada, the four nations 
meeting with the Soviet Union as the subcommittee of the United 
Nations Disarmament Commission.’ The Soviet Union appears to 
have abandoned, whether permanently or temporarily is not known, 
certain demands that were completely unacceptable to the other four 
countries on the United Nations subcommittee. These demands 
included insistence on the withdrawal of all United States troops 
from other countries and the dismantling of all military bases being 
operated on foreign soil. The Soviet Union also had called for a ban 
on atomic bombs, the destruction of all nuclear weapons stockpiles, 
and the reduction of armed forces and nonnuclear armaments with- 
out including provisions for inspection and control. In other words, 
the Soviet Union refused to accept or even consider a disarmament 
' tIn a speech, August 26, 1955, Secretary of the Air Force Quarles stated that the research and develop- 
ment program of the Federal Government of which 85 percent is for national security, absorbs more than 
half of that conducted in the country. 

* For a discussion of the disarmament negotiations conducted under the auspices of the United Nations, 


see staff study No. 3 of the Senate Disarmament Subcommittee, Control and Reduction of Armaments— 
A Decade of Negotiations, 1946-56. July 1956. 
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agreement that would provide guaranties to each party that the 
agreement was being observed and carried out. 

Such demands on the part of the U.S. S. R. would have destroyed 
the major defenses of the United States and would have placed the 
security of this Nation and nations allied with it in grave peril, So 
long as the Communists persisted in making unreasonable proposals 
the United States could not make any headway in stopping the arms 
race or the threat of war. That the extreme and unreasonable pro- 
— of the Soviet Union have not been repeated in recent months 

as helped to improve the situation to some extent. Only time and 
events can tell whether the Soviet Union, for whatever reason, is 
negotiating in earnest.‘ Whether internal pressures reflecting the in- 
ability of the Soviet system to furnish both guns and butter is having 
an influence on Soviet disarmament policy must still be determined, 
The subcommittee is compelled by the history of our attempts to 
negotiate with the Soviet Union to observe that the prospects for 
any early and meaningful agreement are not encouraging. This should 
not deter us, however, from exercising sincere and persevering pati- 
ence toward the goal of achieving an effective arms control agreement, 
Specifically, we should pursue our efforts toward achieving the reduc- 
tion and control of armaments in the United Nations General 
Assembly. 


IV. RevationsHip or INTERNATIONAL TENSION TO ARMAMENTS 


The subcommittee, in its study of disarmament, found that two 
basic approaches are offered to halt the armaments race. One 
approach considers that armaments are primarily a symptom and nota 
cause of the existence of international tension. According to this 
approach, before armaments can be reduced the disputes must be 
settled and the tensions must subside. Negotiations on armaments 
reduction and control are thought to be fruitless until political disputes 
are resolved; arms reduction would thus follow automatically. If 
political differences cannot be worked out then it is considered futile 
to expect that the arms race can be halted. 

A second basic approach differs from the above in that it adopts 
the premise that armaments are often a cause of tension and not merely 
the result of it. Proponents of this approach believe that efforts to 
reduce armaments must be attempted irrespective of progress on solv- 
ing political questions. According to this argument, nations must 
learn to settle their differences through peaceful means and not through 
war. Proper arms-control measures, in addition to reducing the bur- 
den of armaments, may promote the settlement of outstanding political 
issues by creating a more temperate atmosphere. 

It is the view of the subcommittee that these two approaches should 
not be considered mutually exclusive. Each has validity. It is not 
necessary to choose one above the other, but to decide the extent to 
which the two approaches may be pursued simultaneously, how far 
progress in one area can be made without corresponding progress in 
the other, and whether the methods by which the two approaches are 
sought may be independent or must be joined. 

There is no single road to peace. Many paths must be explored. 
Reducing international tension and diminishing the threat of war 


4See staff study No. 8 Contro] and Reduction of Armaments—Attitudes of Soviet Leaders Toward 
Disarmament. June 6, 1957, See also pts. 5 and 11 of the hearings of the Subcommittee on Disarmament, 
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should be pursued both through efforts to settle political problems 
and through negotiations to curtail and control armaments. Neither 
approach alone, in the opinion of the subcommittee, is sufficient. 

Substantial reduction of armaments cannot be made without cor- 
responding progress on the resolution of at least some political issues. 
Nations have yet to adopt and follow common standards of inter- 
national behavior. Therefore, the possession of armaments is still 
considered to be a principal means of protecting a country’s vital 
interests. 

On the other hand, to await the solution of all political problems 
before proceeding to attempt the control of armaments is unrealistic 
and can be dangerous for the future security of this country and, 
indeed, the world. It is unrealistic, because many of the political 
problems confronting the world today are so basic that solutions, if 
they come about at all, can only occur gradually. It can be danger- 
ous, because as time goes on the armaments race is continued at an 
accelerated pace, and the threat of nuclear catastrophe becomes 
more acute. 

In the view of the subcommittee the conflict between the free dem- 
ocratic world and the Communist totalitarian world is too funda- 
mental to expect a settlement within the foreseeable future. We can- 
not blind ourselves to the persistence, if not permanency, of the Com- 
munists’ quest for world domination. What we must try to do is to 
diminish or halt the arms race on the premise that limited and safe 
measures will in themselves help to reduce world tension. 

It appears to the subcommittee that some of the outstanding politi- 
cal problems are impeding substantial progress on disarmament. 
That is, before the armaments of the United States and other powers 
can be reduced beyond a limited amount some progress must be 
achieved on these political problems. In Europe the major problem 
is the division of Germany. In the Far East the most pressing prob- 
lem is Communist China. 


PROBLEM OF GERMANY 


Germany today is a divided nation, One-half is thriving econom- 
ically and is governed by democratic processes. The other half is 
dominated by a Communist regime bolstered by the presence of 300,- 
000 Soviet troops. The German people want and need to be unified, 
not under the control of a foreign power but in freedom as a sovereign 
and independent nation. 

The Soviet Union has refused to agree to the unification of Ger- 
many. It has professed to fear a resurgence of German militarism 
which only a few years ago brought such misery and destruction to the 
European Continent, including major portions of the Soviet Union. 
The Soviet leaders have fought the rearmament of Germany and its 
entry into the North Atlantic Treaty Organization. 

Much of Soviet protestation about German unification is sheer 
wailing about the ability of the West to erect a bulwark against 
Communist aggression. The buildup of NATO strength, which is 
being enhanced by German participation, has been a vital factor in 
preserving the peace and freedom of Western Europe. It is under- 
standable, however, that the Soviet Union is reluctant to see Germany 
become once again a strong European state. 
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The subcommittee believes that the United States, the Sovies 
Union, the United Kingdom, and France along with Germany should 
at an early date make a renewed effort to negotiate on German 
reunification. We should determine whether any basis exists for a 
reconciliation of what heretofore have been diametrically opposed 
stands of the Western Powers and the Soviet Union on the German 
question. In making this effort it is apparent that the western 
nations, including the United States which has such a strong stake in 
the security of Europe, must be prepared to envisage that a Europe 
with a united Germany would be different from what it is today, 
Certain principles are suggested by the subcommittee as ones which 
would serve United States interests as well as the interests of the 
countries of Europe. 

These principles should be viewed as being inseparable. The 
achievement of a free and reunified Germany would probably involve 
some ceiling on the size of its armed forces and its supply of arm. 
aments. Such restrictions to be binding, however, must be accom- 
panied by similar restrictions on the armed forces and armaments of 
other nations in Europe as well as the United States and the Soviet 
Union. These restrictions should apply to the European NATO 
countries and the Warsaw Pact countries of Eastern Europe, and 
would involve relocation and possible reduction of Soviet forces in 
Eastern Europe and United States forces in Germany. 

If United States forces were to be withdrawn from Germany 
provision would need to be made for stationing them elsewhere on 
the eastern side of the Atlantic so long as NATO military strategy 
requires it. 

estrictions on armed forces and armaments would involve the 
establishment of an adequate inspection and control system to insure 
not only that a surprise attack could not take place but also that the 
restrictions agreed upon were being observed. 

New security arrangements such as an all-European security treaty 
based on limited disarmament measures and a united Germany must 

resuppose no diminution of the military strength of NATO in Western 
urope relative to the military strength of the Warsaw Pact powers, 

The subcommittee realizes it will be difficult to translate these 
principles into specific proposals to which all the countries involved 
could subscribe. Nevertheless, if German reunification is to become 
more than a slogan, Western policy must be both persistent and 
realistic. Neither the Western Powers’ nor Soviet policy on German 
unification appears to be sufficiently flexible to encourage progress 
toward the solution of this problem. 


THE PROBLEM OF COMMUNIST CHINA 


Since 1949, when the Communists took control of the Chinese main- 
land and the Nationalist Government retreated to Taiwan, the nations 
of eastern and southern Asia have been unable to achieve a secure 
peace. The Chinese Communists have consistently ignored the decent 
practices of the international.community by using force, threats of 
violence, and by mistreating the citizens of the United States and other 
countries detained in China and by refusing to allow them to return 
home. 


5 Previous pospene for European security and the reunification of Germany are discussed in staff study 
No. 5 of the Subcommittee on Disarmament, Disarmament and Security in Europe, December 1956. 
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Communist China has by far the greatest concentration of milita 

ower in eastern and southern Asia. It has not been satisfied with 
this but has striven constantly to augment this power. Relatively, 
other nations in the area are lightly armed and the United States, m 
view of Communist Senos activities which might endanger our 
security, has been compelled to establish bases and to aid in strengthen- 
ing the defenses of countries in the area.® 

The United States could not sign an agreement with the Soviet 
Union and other nations to reduce substantially its Armed Forces 
and armaments while the ruling group in Peiping persists in increasing 
tension through the use of force and threats of violence. ‘ Before 
substantial steps can be taken to reduce armaments in Asia, the Chi- 
nese Communist government must demonstrate an intent to live in 
peace with other nations. Until that time, the United States must 
not weaken its defenses in the area. 


INTERNATIONAL TENSION IN OTHER AREAS 


The division of Germany and the aggressive nature of the Chinese 
Communists do not constitute the only political problems which 
account for the present state of international tension. ‘The captive 
countries of Eastern Europe, the disputes of the Middle East, the 
endeavor of colonial peoples to achieve self-government, the division 
of Korea and Vietnam, the conflict between India and Pakistan over 
Kashmir, and certain longstanding disputes between two or more 
Latin American countries deserve to be listed among the problems 
which cause nations to maintain or seek to augment their military 
establishments. 

In all of the above cases as well as others which have not been 
mentioned, the primary need is to resolve the conflict as peaceably 
as possible. The United States cannot always inject itself into the 
settlement of these disputes, but we can as a nation strive to develop 
policies which will reduce the likelihood that foree will be used and 
which will promote the cause of peace, freedom and justice. 

The subcommittee believes that the United States may help to 
reduce international tension in many areas in at least three basic 
ways. First, we should work through the United Nations, when 
appropriate, to evolve peaceful and cooperative measures to settle 
disputes on an equitable basis.. In some cases a welcome step toward 
this end would be the extension of international legal methods to 
cover disputes now handled primarily as political grievances.’ Such 
a step is long past due in international affairs. Although disputes 
among nations have by no means decreased in recent years, the num- 
ber referred to international law seem to be diminishing rather than 
increasing. This trend, if it continues, holds little hope that nations 
will increasingly solve their differences by objective international 
standards of justice. 

Second, we should seek in the United Nations the continuance and, 
if possible, the extension of the use of liriited arms centrol measures 
in areas highly charged with tension. In four areas of the world in 
which armed conflict has taken ‘place in recent ‘years—Korea, Viet- 

* For a discussion of United States defense strategy in Asia and the effects of current disarmament pro- 
posals on this strategy, see staff study No. 9 of the Subcommittee on Disarmament, Disarmament and 
Security in Eastern and Southern Asia, July 1957. 


’ For a good discussion of this point; the subcommittee is indebted particularly to the testimony of the 
late George A. Finch, hearings of the Subcommittee on Disarmament, pt. 11, January 9 1957 
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nam, Kashmir, and the Middle East—the subsequent armistice 

eements provided for various limited arms control measures. One 
of these was the demilitarized zone, an area a few miles deep which 
acted to separate the troops of the two sides.* In Korea and Vietnam 
the existence of a demilitarized zone definitely helped to prevent a 
resumption of hostilities. It should be extended to other areas, where 
the proximity of rival forces threatens to lead to armed conflict. 

Another arms control measure that has merit is the use of an 
international police force. The subcommittee notes the success that 
the United Nations Emergency Force has had in preventing further 
conflict between the Arab States and Israel. A similar type of force 
could be deployed profitably in other areas where a patrol, inspecting, 
and separating agency is necessary. 

Limited arms control measures may also be effective where a danger 
exists of an armaments race among powers in a specific region. Ex- 
cept for the major powers, most nations do not produce their own 
weapons for defense. They must receive them from the larger 
powers because modern armaments can be produced only by in- 
dustrialized countries. The supply of armaments to other nations on 
the part of the major powers brings with it a high degree of responsi- 
bility. The United States places controls on the export of armaments, 
although in recent years our Government has spent several billions of 
dollars to increase the defensive capabilities of nations particularly 
susceptible to Communist aggression. 

When armaments are distributed to nations in areas in which there 
are rivalries and unsettled political problems, the buildup of arma- 
ments may increase the tension. ‘The United States has been under 
considerable pressure to send arms to individual nations in many 
parts of the world,’ particularly since the Soviet Union embarked 
on its program to supply armaments to areas in which it is to its 
advantage to promote strife and conflict. 

An additional factor which helps to foster‘an armaments race amon 
less industrialized countries is the vast and accelerated technologica 
race among the major powers. Armaments produced by the United 
States, for example, often become obsolescent within a few years after 
billions of dollars have been spent on their procurement. Large 
quantities of arms of the major powers, for example, were discarded 
in many areas at the end of World War II. The existence of large 
supplies of expensive but outmoded equipment often contributes to 
international tension when this equipment is distributed to many 
countries. 

In view of the preceding observations, the subcommittee believes 
that more attention should be paid in the United Nations to the ques- 
tion of the extent to which the armaments supply contributes to 
international tension. 


V. Tue Nature or A DisARMAMENT AGREEMENT 


The subcommittee believes that international tension can be reduced 
both through the settlement of political problems and through agree- 
ment to control and limit armaments. After arriving at this con- 


8 The efficacy oi demilitarized zones is discussed in sta{i study No. 6 of the Disarmament Subcommittee, 
Disarmament and Security in the Middle East, and staff study No. 9, Disarmament and Security in 
Eastern and Southern Asia. 

* For evidence on the problem of arms traffic, see staff studies 6, 7, and 9 oi the Disarmament Subcom- 
mittee, on the Middle East, Latin ‘America, atid eastern and southern,Asia, respectively; and also the testi- 
mony of John ©. Elliott in pt. 12 of the subcommittee’s hearings, January 17. 1957 
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clusion the subcommittee inquired into the type of disarmament that 
might be possible in the current world situation. In this task it has 
profited eatly from the suggestions of many private groups and 
Prrividual citizens who have been keenly interested in one or more 
aspects of the problem.” 

Coincident with the preparation of this report negotiations have 
been going on in London where four Western nations and the Soviet 
Union have been attempting to reconcile their points of view with 
respect to arms-control measures. Although the subcommittee has 
been deeply interested in these negotiations it has not restricted its 
study to them. Rather, it has tried to gain a broad perspective over 
the entire gamut of arms-control possibilities. 

At this point in its report the subcommittee must emphasize one 
vital relationship between disarmament and the United States Defense 
Establishment. This is the need to maintain the military strength 
of this country to protect and defend the national interests of the 
United States while negotiations on disarmament are in progress. 
To give the disarmament talks their best chance of success the United 
States must maintain its military posture. We must not undertake 
to disarm unilaterally and thereby weaken our ability to defend our- 
selves and our allies against aggression, should it occur. If the Com- 
munists thought that we were being influenced to-disarm unilaterally, 
one of the incentives for them to negotiate in earnest would be 
removed. 

SCOPE OF A DISARMAMENT AGREEMENT 


Throughout the many discussions of past disarmament negotiations, 
especially those held in the early 1930’s, the nations involved en- 
deavored to formulate a comprehensive and highly technical disarm- 
ament agreement covering the whole range of weapons and weapons 
systems. In the early post-World War II period, the discussions 
likewise have been technical and have been based on comprehensive 
proposals. The subcommittee believes that although it, is essential 
to construct blueprints for a comprehensive plan, it is a mistake to 
expect that the problem of disarmament can be solved in one sweeping 
overall agreement, and that technical negotiations can succeed when 
the element of trust and confidence does not exist among the major 

owers. It seems highly unrealistic to expect that nations having 
ittle respect for each other’s integrity and with deep ideological differ- 
ences will consent to set aside a major portion of their armaments 
and base their security primarily on a comprehensive international 
agreement. 

If the major powers are to succeed in the enormous task of reducing 
their armaments, it is the judgment of the subcommittee that success 
can come gradually, a step at a time. A limited disarmament agree- 
ment has the advantage of testing the good faith of the parties with- 
out, so to speak, putting all our security eggs in one basket, It may 
act as a partial brake in the armaments race and as a result reduce 
international tension sufficiently to allow the major powers to negotiate 
on some political problems. At the same time a limited agreement 
can gage the extent to which control measures should be instituted in 
subsequent arms control treaties and the degree of accuracy necessary 

10 Many proposals of private citizens and groups are contained in the published hearings of the Subeom- 
mittee on ‘Disatmament. Goes seavemnlasiy pts. 3, 5,.8, 9, 10, 11, and 12, Fora of many of the 
b 


‘summary 
suggestions received through hearings an ndence see the Second Interiin Report of the Subcom- 
mittee on Disarmament, Report No. 2829, 84t! » 24 sess., September 7, 1956, 
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for them to be effective. Any limited agreement must, however, be 
related to an overall comprehensive plan. It cannot and should no¢ 
be judged alone. 


CONTROL MEASURES IN DISARMAMENT 


The subcommittee believes that a disarmament agreement should 
not rely on the good faith of the parties to it. This means that the 
agreement must contain measures to determine whether every provi« 
sion is being carried out. 

One way to determine whether an agreement is being observed ig 
through intelligence. Every nation endeavors to learn the secrets of 
potential adversaries and, consequently, seeks to collect information, 
In secret and closed societies, intelligence is often an important way 
to secure knowledge about the operations and policies of the Govern- 
ment. It is a poor device, however, for determining the observance 
of a disarmament agreement. To rely exclusively on intelligence 
estimates which may be exaggerated and inaccurate would, in the 
opinion of the subcommittee, be ineffective and would increase 
suspicion and distrust. 

Another way of determining performance under a disarmament 
agreement is through provisions the observance of which would be 
self-evident; that is, if a part of the agreement were disregarded the 
violation would be known to the world automatically. One type 
would be an agreement to suspend or limit the testing of nuclear 
weapons down to a certain size. Instruments now located outside 
the Soviet Union, for example, register many of the tests conducted 
within that country. A violation of an agreement to suspend tests 
down to a given size, therefore, would very likely be detected. How: 
ever, an issue which might arise would be whether a particular 
explosion was above or below the ceiling established. An agreement 
to suspend or ban provisionally all tests would probably require the 
detecting instruments to be located throughout the countries and 
areas in which testing might take place. 

Another such proposal would be an agreement to withdraw forces 
from foreign territory. For example, when the Soviet Union agreed 
to a peace treaty with Austria and withdrew its troops from that 
country the Austrian people knew and made known to the world that 
this was being done. The Soviet Union could not reenter Austria 
with troops without such a move being disclosed to the Austrian people; 
and hence to all free governments. A similar situation would apply 
in the event that the Soviet Union withdrew its troops in Eastern 
Europe and then tried to reenter. 

The most effective way to insure that an agreement is being observed 
is through inspection. ost of the proposals advanced by the United 
States in recent disarmament negotiations have included inspection 
provisions. For example, to assure the observance of a ban on all 
atomic weapons tests, the executive branch has stated that the parties 
to the agreement would need inspection teams and detecting instru- 
ments placed near their test sites. It has also declared that an agree- 
ment to prohibit the future production of fissionable materials for 
weapons purposes would require an inspection system set up in atomic 
energy plants. 

‘The United States has also proposed measures to guard against @ 
surprise attack on the part of any one of the major powers. These 
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measures include aerial surveys and ground inspection of all or parts 
of the Soviet Union in exchange for inspection of all or parts of the 
United States and perhaps parts of other areas as well. 

These various proposals for inspection would, in the opinion of the 
subcommittee, go a long way toward insuring that the Soviet Union 
or any other party to the agreement could not violate it surrepti- 
tiously. Thus, with a proper control system, even an untrustworthy 
nation could not hide under the provisions of an agreement and con- 
ceal plans for aggression. ‘This principle has been supported by the 
former Chairman of the Joint Chiefs of Staff, Adm. Arthur W. 
Radford, who told the subcommittee “that the element of trust would 
be eliminated by a proper control system.’ ™ 


EXTENT OF INSPECTION UNDER A DISARMAMENT AGREEMENT 


The subcommittee has concluded that a disarmament agreement 
must include measures to test the observance of its provisions. Meas- 
ures for inspection, adequate to safeguard each separate disarmament 
proposal in the package may, however, when added together, be so 
extensive as to be impractical or unacceptable. The arguments against 
comprehensive disarmament proposals apply also to comprehensive 
inspection plans. Inspection of United States and Soviet territory 
by foreign personnel has never before been tried. It would require 
detailed arrangements regarding the number of inspectors, the objects 
of their inspection, their location and authority, and their tiie 
as foreign agents.'* 

The subcommittee does not wish to usurp the negotiating function 
of the executive branch by recommending specific proposals entailing 
inspection and verification under a disarmament agreement. The 
subcommittee is recommending as a policy that if a first step disarma- 
ment agreement is to be realized it should be limited both as to the 
armaments being curtailed and as to the amount of inspection to be 
included. 

Representatives of the executive branch have stressed before the 
subcommittee that they are advocating limited and partial measures." 
The executive branch has advanced so many separate disarmament 
proposals, each with its accompanying necessary inspection measures, 
that the total of such inspection may be unacceptable and also 
unworkable in a first step disarmament agreement; but it is correct, 
in the opinion of the subcommittee, in insisting that each disarmament 
provision be susceptible to verification. If a disarmament agreement 
is to contain some degree of inspection it is essential that the details of 
the inspection be properly worked out. In other words, acceptance 
of the principle of inspection by the parties to the agreement is not 
the same as agreement on the implementation of it. 

The details of inspection, as our experience in Korea proved, are 
extremely important. In the Korean armistice agreement both sides 
accepted inspection. But aerial inspection was banned and the Com- 
munists deliberately sabotaged attempts to make the ground 
inspection teams effective." 

i Hearings of the Subcommittee on Disarmament, pt. 4, March 15, 1956, p. 174. 

® For a discussion of some of the problems of inspection see staff study No. 4 of the subcommittee, Tech- 
nical Problems, October 1956. 

8 See testimony of the President’s special assistant for disarmament in pt. 1 of the hearings of the Sub- 
committee on Disarmament, January 25, 1956. 


4 See testimony of Arthur Dean, pt. ll of the hearings of the Subcommittee on Disarmament, January 9, 
1967; also Staff Study No. 9, Disarmament and Security in Eastern and Southern Asia. 
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In view of the importance of inspection, the subcommittee believes 
the executive branch must be adequately prepared regarding the 
requirements of specific inspection proposals. The subcommittee hag 
received to date few details from the executive branch on inspection 
provisions. It has been unable to learn, for example, how a ground 
inspection system would operate to guard against surprise attack, 
The subcommittee has learned, however, that if certain types of in- 
spection regarding nuclear materials were accepted now by the major 
powers, the United States, specifically the Atomic Energy Commis. 
sion, would not have a sufficient number of inspectors to carry out the 
inspection program.” 

The subcommittee strongly recommends that if inspection plans 
have not yet been prepared, an effort be made promptly by the ex- 
ecutive branch to draw up blueprints for various types of inspection 
systems now under consideration. The subcommittee would be 
interested in seeing what would be the structure, the functioning, and 
the cost of a worldwide inspection system. If the executive branch 
finds that preparation for inspection requires appropriations, the 
subcommittee oo that recommendations to that effect should 
be made to the Congress. 


THE RISKS IN A DISARMAMENT AGREEMENT 


The details of an inspection system are important because of the 
need to minimize the risk involved in any agreement to cut back and 
control armaments. Examination of numerous disarmament pro- 
posals reveals none that can be said to be absolutely foolproof 
against evasion. Studies undertaken and hearings held By the sub- 
committee point to the conclusion that it would be deceiving to the 
American people and the people of the world to advertise any plan 
as perfect. 

Every proposal entails risks; risks as to the possibility of clandestine 
evasion and as to military security. The question is not one of 
finding an ironclad inspection formula but of adopting arrangements 
that will satisfy the defense needs of the country. In essence, the 
subcommittee believes that the basic question is to decide whether 
the risks of doing something to curtail the threat of war by reducing 
armaments are less than the risks of doing nothing and allowing the 
armaments race to continue indefinitely. When all of the advantages 
and disadvantages of these two courses were weighed, the sub- 
committee found that the risks of doing nothing are so much greater 
than the risks of doing something that the country must proceed to 
find ways to control the weapons of war. We must try to obtain the 
most secure agreement poasifile, which will give this country and the 
free world a greater degree of security from war than now is the case. 


ENFORCEMENT 


The subcommittee inquired into the matter of enforcement pro- 
visions in a disarmament agreement. Enforcement refers to the 
recourse of nations which abide by a disarmament treaty against 
those which do not. Many proposals for enforcement have been 
suggested to the subcommittee including the use of political and 

8 Pt. 4 of the hearings of the Subcommittee on Disarmament, testimony of Admiral Strauss, March %, 


1956, p. 131. The problem of obtaining sufficient inspectors is also discussed by Lt. Gen. Leslie R. Groves 
; in pt. 11 of the subcommittee hearings. 
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economic sanctions, moral condemnation, and an international police 
force or army. Some would give power to an international body to 
impose penalties if a party to a disarmament treaty failed to abide 
by its treaty commitments. 

It is the conclusion of the subcommittee that under present world 
conditions a disarmament agreement among the major powers could 
not be guaranteed by enforcement measures. There is little that can 
be done, short of war itself, to police the big powers. Consequently, 
an agreement for the control.and-reduction of armaments must remain 
in force primarily through mutual advantage. 

Compelling compliance with arms control measures on the part of 
smaller powers is also difficult. Experience with enforcement of 
treaty obligations up to the present has been disappointing. If any 
sanctions or penalties are made a part of an agreement, they should 
be entered into with the realization that it would be better to have 
no enforcement provisions rather than to have some which would be 
ignored. In the first stage of disarmament, enforcement must rest 
not on the power of international bodies but on agreements which are 
mutually advantageous and which contain effective inspection pro- 
visions. 


INCLUSION OF OTHER COUNTRIES IN A DISARMAMENT AGREEMENT 


Many of the proposals being advanced by governments as well as 
individuals and groups envisage a disarmament agreement among 
many nations. France, the United Kingdom, and Canada, in addi- 
tion to the Soviet Union and the United States, are members of the 
United Nations Disarmament Subcommittee. These three countries 
would be affected by at least one of the major disarmament proposals 
now under consideration. 

It is essential, in the opinion of the subcommittee, that the United 
States continue to cooperate fully with its allies on the Disarmament 
Subcommittee. Furthermore, since Europe has become associated 
with various disarmament plans it has been necessary for the United 
States to consult with countries belonging to NATO. 

The executive branch should also take into account the opinions of 
nations outside of Europe, especially those in eastern and southern Asia. 
Many of these nations have been the victims of Communist aggression 
and many have taken strong positions on various disarmament pro- 
posals. Moreover, the Communists are attempting to convince Asian 
countries that it is the Soviet Union and Communist China that are 
ae and that the United States is opposed to peace. The 

nited States, therefore, ought to give weight to Asian opinion as 
well as to inform the people and governments of this vast area of 
our efforts to remove international tension and our endeavors to get 
the Soviet Union to accept effective control over the weapons of war. 


VI. Revationsuie oF DISARMAMENT TO SECURITY 


A very important aspect of the disarmament problem is the effects 
a disarmament agreement would have on the composition and capa- 
bilities of the United States Defense Establishment. The subcom- 
mittee has previously stated its belief that a disarmament agreement, 
if one is adiinved' should be limited in scope. That is, much of the 
hardware of United States and Soviet armed forces would remain 
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intact. The extent of any reductions, however, cannot be known 
until an agreement is actually signed. Therefore, the subcommittee 
is not in a position to reach concrete conclusions as to bow our milita 

requirements would be affected. However, on the basis of proposals 
currently being discussed the subcommittee believes certain questions 
should be raised at this time regarding United States defense strategy. 


PROBLEM OF LIMITED WARS 


Almost all of the disarmament proposals being advanced by the 
United States deal with the problem of preventing a surprise attack 
and controlling or diminishing the threat of large-scale nuclear warfare. 

The threat of an attack on the United States with nuclear weapons, 
however, is not the only, and probably not even the most likely, 
form in which a future war might start. War does not always, in 
fact does not usually, begin with one extensive and devastating attack. 
Aggression begun in a limited and often remote area has been used 
frequently by the Communists in the post-World War I] era. Limited 
warfare has also taken place as a result of political conflicts among 
non-Communist countries. Many witnesses balers the subcommittee 
have stressed these points. They asserted that a very real danger 
exists of limited wars.and small aggressions.’* 

It appears to the subcommittee that the record has shown that 
the danger of wars beginning in specific and limited areas is particularly 
acute. In the absence of efforts in the disarmament negotiations to: 
consider the problem of limited wars, it is imperative, in the view of 
the subcommittee, that the United States have the capability to 
deal with a limited war which affected its national security and inter- 
national commitments. 

In this connection one of the gravest questions raised before the 
subcommittee is whether the United States has the military organiza- 
tion and weapons with which to help defend its allies from a localized 
Communist aggression. Witnesses who appeared before the sub- 
committee and authorities cited in the staff studies have argued that. 
the United States has placed too much emphasis on large-scale 
nuclear retaliation. They have charged further that we have not 
developed enough small tactical type nuclear and nonnuclear weapons. 
which could be used in small, but nevertheless vital, conflicts in which 
the Communists would be attempting to nibble away at the free 
world piece by piece.’ At least one witness has gone so far as to 
argue that the United States has not produced sufficient fissionable 
material for small nuclear weapons and, therefore, should not enter 
into a disarmament agreement at this time in which production of 
fissionable material for weapons purposes would be prohibited.” 

Such charges, the subcommittee Rion are most serious. The 
questions raised by them should not remain unanswered. The sub- 
committee believes that further study is required regarding the effects 
certain disarmament proposals, if cdowted: would have on United 
States national security. 

'@ See the subcommittee hearings, testimony of Richard Leghorn, pt. 3; Paul Nitze, pt. 11, and Thomas 
Peta aie staff studies No. 5 and No. 9 of the Disarmament Subcommittee, cited earlier. 


18 See the testimony of Thomas E. Murray, former Commissioner of the Atomic Energy Commission, 
pt. 6 of the subcommittee hearings, Apri) 12, 1956. 
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VII. ForMULATION AND ORGANIZATION OF DISARMAMENT Po.Licy 


The way in which disarmament is handled as a part of United 
States foreign policy can further or hinder a successful outcome of dis- 
armament negotiations. The subcommittee, therefore, has reviewed 
executive organization of disarmament matters for the past several 

ears.’ 
r Disarmament, until recently, had been given a rather low priority 
in foreign policy matters. In a sense this was understandable because 
the persistence of the cold war made the control of armaments appear 
to be an evasive goal. In 1955, however, the President appointed 
a special assistant for disarmament policy. The subcommittee 
commends the President for this action. His decision placed emphasis 
on disarmament at a crucial period and was an indication to the world 
that the United States sincerely and eagerly wanted to find a way to 
end the arms race. The operation of the Office of Special Assistant 
did have its drawbacks, however. Disarmament policy appeared to 
be formulated without achieving the best possible coordination with 
the Department of State and, therefore, tended to be divorced from 
other and related aspects of foreign policy. Furthermore there were 
times when the President’s Disarmament Assistant and other officials 
of the executive branch made conflicting statements about American 

roposals and this resulted in confusion as to United States policy. 
n March 1957 the President decided to place the Office of the Special 
a for Disarmament under the jurisdiction of the Department 
of State. 

The subcommittee agrees that the Office of Disarmament should be 
maintained within the Department of State. It should be adequately 
staffed by competent personnel experienced in the various aspects of 
arms control. The head of the Office ought to be given sufficient 
authority and funds to carry out his assignment. Among the uses 
to which funds might profitably be put is the creation of special 
advisory groups of nongovernmental experts who are especially 
knowledgeable regarding problems related to disarmament. ‘This has 
been done to some extent regarding the problem of inspection, but 
other aspects of disarmament might be treated in this fashion. 

The subcommittee believes that although the executive branch has 
made a considerable effort to resolve the many issues confronting it 
in formulating disarmament policy, a still greater effort should be 
made. The President and the Secretary of State should make sure 
that the head of the Office of Disarmament has the authority and the 
funds to make this effort. If they are not so confident, then the sub- 
committee suggests that the President consider whether the Congress 
should be asked to grant the necessary authority and to appropriate 
the needed funds. 

Cooperation between the Congress and the executive branch on 
matters of arms control ought to include keeping the Congress in- 
formed of new developments and changes in policy. During the 
course of the subcommittee’s study members of the executive branch 
have appeared before it in advance of, during, or after negotiations 
of the United Nations Disarmament Subcommittee. Until recently 
these briefing sessions, although helpful, have not included a descrip- 
tion of actual proposals made in the negotiations. Within the last 


¥ For a detailed and factual account of this subject, see staff study No, 1 of the Disarmament Subcom- 
mittee, The Executive Branch and Disarmament Policy, February 1956. 
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few weeks, however, the Secretary of State has made arrangements 
to keep the subcommittee informed of current developments in the 
disarmament negotiations. The subcommittee believes that these 
arrangements have been constructive. 

The classification of much information surrounding disarmament 
matters is a cause of concern to the subcommittee. Many aspects 
of United States weapons policy and defense strategy must remain 
classified, but the subcommittee. believes that the executive branch 
in its standards of classification and declassification must keep in 
mind the public’s need to know what our policy is and the reasoning 
and facts which might go into the formulation of disarmament policy, 

Private witnesses before the subcommittee complained that the 
public was not receiving enough information indicating on what 
principles and facts specific disarmament proposals were based.” 

Public appraisal of United States policies, to be effective, should 
be based on adequate knowledge and the subcommittee advises that 
a greater amount of information should be forthcoming. In this 
respect, the subcommittee believes that the July 22 public address of 
the Secretary of State on disarmament is the type of information that 
is needed. 


VIII. Domestic Aspects or Arms ContTROL 


Almost any agreement on the control and reduction of armaments 
would entail adjustments in United States internal domestic policies. 
The subcommittee has not tried to prophesy the nature of all the 
domestic implications of disarmament. The subcommittee has 
outlined some of these aspects and has indicated the type of further 
study that is needed. The domestic questions fall into two main 
groupings, economic and legal. 


ECONOMIC 


The subcommittee is of the firm conviction that efforts to achieve 
the control and reduction of armaments should not be hampered in 
any way on the grounds of their economic consequences. The ulti- 
mate benefits of disarmament are so great that we must proceed 
nae this goal despite any momentary problems in the economic 
sphere. 
 Bependitiines for national security account for roughly two-thirds 
of the Federal budget. This includes funds for the United States 
Defense Establishment, the military portion of the atomic energy 
program, military aid to friendly nations, and the stockpiling of scarce 
materials. In recent years the amount for these programs totaled in 
excess of $40 billion annually. The expense of new weapons develop- 
ment has steadily forced the cost of defense upward.” 

Defense spending not only affects the national budget; it has im- 
portant influences on the entire economy. Each year some $25 billion 
is plowed into American industry for the procurement of weapons and 
for the construction of facilities. Several billions are used for the pay 
of troops stationed throughout numerous American communities as 
well as in countries abroad. About half of the research being carried 


2 See, for example, the subcommittee hearings, testimony of Charles D. Coryell in pt. 5, Miss Mabel 
Vernon in pt. 8, Russell P. Cooper in pt. 9, and the late Evarts A. Graham in pt. 10. 

21 For a discussion of some of the economic aspects of armaments and disarmament see pt. 13 of the hear- 
ings of the subcommittee, March 7 and 13, 1957. 
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on in the country is financed by the defense budget. In view of these 
factors, it would be foolish to conclude that any substantial reduction 
in armaments would have no impact on the economy. 

On the other hand, the primary impetus for the prosperity and 
growth of this Nation does not rest on defense spending. Of a total 
gross national product in 1956 of $427 billion only about 10 percent 
represented national security expenditures. Dominant forces behind 
the growth of national income are the large-scale investment pro- 

ams of industry, residential and industrial construction, the high 
evel of consumer spending, the expansion of foreign trade, and the 
increasing expenditures of Senet and State governments. 

Moreover, many needs of the American people remain unfulfilled, 
among them more schools and hospitals, improved road and highway 
systems, and adequate water resources including power. Expansion 
of the peacetime activities of many private industries has been held 
up due to defense requirements. back accumulated demand for com- 
mercial aircraft should be noted. Peaceful uses of atomic energy 
must also be speeded if this country is to maintain its leadership in 
an increasingly competitive field internationally. 

Almost every American has had to sacrifice a portion of his income 
to help secure the defense of this country. High taxes have precluded 
consumers from purchasing numerous articles to enrich their private 
lives. Large amounts of the earnings of our corporations have sup- 
plied the Government with revenue through taxation and thus have 
caused postponement of new enterprise. The large defense budget 
has also been a factor in the current inflation. 

In the view of the subcommittee the above factors point to the con- 
clusion that a disarmament agreement which permitted a cutback in 
defense expenditures would provide this country with enormous oppor- 
tunities. Not only would the citizens of this country benefit from a 
rechanneling of funds from defense to constructive peacetime projects 
but the people of the entire world would profit as a result of the vast 
amount of resources that could be used to ease the burdens of mankind. 

The subcommittee realizes that a disarmament agreement based on 
the proposals currently being advanced by the executive branch would 
probably not result immediately in large savings, if any, in defense 
expenditures. Nevertheless, the question of the economic impact 
of a fairly substantial reduction in armaments should not be ignored. 
The benefits and burdens of reduced defense spending might fall 
unevenly over the economy. 

The work of the subcommittee revealed that no agency of the 
executive branch has made efforts to ascertain the economic con- 
sequences of a reduction in armaments.” The subcommittee believes 
that some study of this question could profitably be made now. Of 
particular need is an inquiry into possible adjustments of individual 
industries which are presently channeling a large part of their pro- 
duction into defense requirements. In this respect private industry 
and private organizations might make a contribution by undertaking 
studies of certain key segments of the economy.” 

Government agencies such as the Office of Defense Mobilization, 
the Federal Reserve Board, the President’s Council of Economic 

* See the testimony of William McChesney Martin, Jr., in pt. 13 of the subcommittee hearings. 
% In addition to pt. 13 of the hearings for testimony on economic aspects of armaments and disarmament, 


see testimony of Kenneth E. Boulding in pt. 8, Oscar F. Litterer in pt. 9, Joseph P. McKenna in pt. 10, 
and Leon Keyserling in pt. 12. 
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Advisers, and the Departments of Defense, Treasury, Commerce) atid 
Labor especially should be encouraged to devote more time to deter. 
mine appropriate policies and programs to be instituted if a substantial 
cutback in armaments were to occur. The subcommittee would like 
to see the executive branch showing cognizance of this aspect of 
disarmament. 

LEGAL 


Any disarmament agreement should be submitted to the Senate in 
treaty form. Many of the proposals, if adopted, would probably 
affect existing United States laws. Consequently, an analysis should 
be made as to what statutory amendments might be necessitated by 
the major disarmament proposals under consideration. The sub 
committee has not studied in detail this aspect of disarmament but 
hopes to gather data on it in the future. 


IX. Conciupina CoMMENTS 


The subcommittee does not pretend that in issuing this report it 
has covered adequately all aspects of the disarmament problem which 
the Senate instructed it to study. Throughout the report the sub- 
committee has tried to indicate areas which need further examination, 
Some important areas, however, are barely touched upon. One of 
these is the question of the radiation hazards of nuclear weapons tests 
and the use of nuclear weapons in warfare. Although the subcom- 
mittee received some able testimony * on this problem it felt that more 
comprehensive treatment of this subject could be handled by the 
Joint Committee on Atomic Energy. The subcommittee referred the 
testimony and documentation it had received on this question to the 
Joint Committee and was gratified when the Joint Committee ap- 
pointed a subcommittee to inquire in detail into the various conflicting 
points of view regarding the health aspects of nuclear weapons tests, # 

The subcommittee deliberately refrained from commenting spe- 
cifically on all the individual disarmament proposals that have been 
put forth by the executive branch in the recent negotiations, as well 
as those advocated by individual citizens and private organizations, 
The subcommittee has tried rather to indicate the broad outlines on 
which it believes United States disarmament policy should be based. 

Unfortunately, there is much skepticism surrounding the problem 
of disarmament. Many have tried so many times to solve it without 
success. But skepticism does not produce leadership. It does not 
inspire us to study and to explore all avenues of approach. We 
cannot and must not think that the problem is insoluble. If the 
United States is to continue to lead in the search for world peace; if 
we are to diminish the threat of a terrible third world war which 
hangs so heavily upon us and which requires us to sacrifice so much 
in the way of human and material resources; then we need the under- 
standing, the inspiration, and the active concern of the American 
people in all walks of life. The search for peace, freedom, and justice 
for all mankind must go on. 

% See particularly the testimony of Warren Weaver in pt. 12 of the subcommittee’s hearings, January 16, 
1957; also, the testimony of several scientists who appeared before the subcommittee in St. Louis, pt. 10 of 
the hearings, December 12, 1956. 


% See its Summary Analysis of Hearings, May 27-29, June 3-7, 1957, on the nature o: radioactive fallout 
and its effects on man. 
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APPENDIX 





SumMARY oF ACTIVITIES OF THE SUBCOMMITTEE ON DISARMAMENT 
CREATION OF THE SUBCOMMITTEE 


The Senate on July 25, 1955, adopted Senate Resolution 93, 84th 
Congress, Ist session (extended by S. Res. 185 and S. Res, 286, 84th 
Cong., and S. Res. 61, S. Res. 151, and S. Res, 192, 85th Cong.), estab- 
lishing a subcommittee on Disarmament of the Committee on Foreign 
Relations. Senate Resolution 93 authorized and directed the com- 
mittee to make a full and complete study of proposals looking toward 
disarmament and the control of weapons of mass destruction. 


MEMBERSHIP 


The resolution provided that the subcommittee should consist of 
six members chosen equally from both parties by the chairman of 
the Senate Committee on Foreign Relations. It further provided 
that the Vice President appoint, on a bipartisan basis, 4 members 
from the Committee on Armed Services, and 2 from the Joint Com- 
mittee on Atomic Energy. The committee, as first organized, was 
composed of Senators Humphrey (chairman), Byrd, Sparkman, 
Pastore, Symington, Barkley, Bridges, Wiley, Hickenlooper, Salton- 
stall, Knowland, and Bricker. After the death of Senator Barkley 
on April 30, 1956, Senator Long was appointed to fill the vacant place. 


PUBLIC HEARINGS 


The subcommittee held 16 days of public hearings published in 13 
parts, beginning on January 25, 1956, and continuing through March 
13, 1957. An index to the eartens has also been published. 

The objectives of the hearings were threefold: (1) to learn from 
executive witnesses the policy and point of view of the administration; 
(2) to get the opinions of individual citizens and groups; and (3) to 
profit by the views and judgments of private citizens and nongovern- 
mental agencies who are particularly competent in some area of the 
subcommittee’s work. earings were held in Cambridge, Mass.; 
Minneapolis, Minn.; St. Louis, Mo.; and Washington, D. é. 

In the hearings held outside of Washington the subcommittee 
embarked on a unique method of approach. This was to seek the 
cooperation of universities and similar educational institutions. In 
Cambridge, Minneapolis, and St. Louis, universities acted as hosts to 
the subcommittee. They undertook to make the necessary arrange- 
ments for the hearing and were responsible particularly for inviting 
in each case a group of specialists to prepare brief papers on certain 
aspects of the disarmament problem. Thus, the subcommittee was 


21 
23004°—58 S. Rept., 85-1, vol. 4——71 
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able to profit in these hearings from the work of scholars and tech. 
nicians as well as to obtain a cross section of public thinking. 

A total of 135 witnesses appeared before the subcommittee and 16 
statements were submitted for inclusion in the record. 


STAFF STUDIES 


One of the early studies released by the subcommittee was entitled 
“Disarmament and Security: A Collection of Documents, 1919-55,” 
This volume, totaling 1,035 pages, brings together documentation on 
the questions of armaments control as they relate to security. It was 
designed to facilitate the inquiry of the Subcommittee on Disarma- 
ment into the problem. 

In addition, the subcommittee has released nine staff studies which 
relate to various aspects of the disarmamemt problem and which 
furnish factual information relating thereto. hese studies have 
been prepared under the direction of the subcommittee staff, with the 
cooperation of the Legislative Reference Service of the Library of 
Congress. They are as follows: 

No. 1. The Executive Branch and Disarmament Policy (February 

1956). 

No. 2. Disarmament, A Selected Chronology, January 1, 1918- 

March 19, 1956 (April 1956). 

No. 3. Control and Reduction of Armaments—A Decade of Negotia- 

tions, 1946-56 (July 1956). 

No. 4. Control and Reduction of Armaments: Technical Problems 

(October 7, 1956) 

No. 5. Disarmament and Security in Europe (December 11, 1956) 
No. 6. Disarmament and Security in the Middle East (March 17, 

1957) 

No. 7. Disarmament and Security in Latin America (May 12, 1957) 
No. 8. Attitudes of Soviet Leaders Toward Disarmament: Replies 

From Experts on the Soviet Union to Subcommittee Questionnaire 

(June 6, 1957) 

No. 9. Disarmament and Security in Eastern and Southern Asia 

(July 8, 1957) 

REPORTS 


Two reports were made by the subcommittee prior to this report: 
the first interim report published January 17, 1956, and the second 
interim report published September 7, 1956. 


CORRESPONDENCE 


Throughout the course of its existence, the committee has been in 
communication with private individuals and organizations vitally 
concerned with the problems of disarmament. Many of these letters 
contained useful suggestions and constructive comments on problems 
of arms control. Insofar as representative views received from the 
correspondents is concerned, see pages 6-13 of the second interim 
report referred to above. 


SUBCOMMITTEE STAFF 


The subcommittee staff has been small in number. The work of 
the staff has been conducted under the general direction of Carl 
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Marcy, chief of staff of the Committee on Foreign Relations. M 
Ann Sames, of the committee staff, has also devoted a considerable 
amount of time to the subcommittee’s projects. 

Francis Valeo* served as staff director of the subcommittee until 
September 1956 and was followed by Betty Goetz. Other members 
of the staff were Ellen C. Collier,* Charles R. Gellner,* Dan Jacobs, 
Janie E. Mason,* Carolyn F. Smith,* and Paula Underwood. In 
addition, members of the Legislative Reference Service of the Library 
of Congress, who have assisted the subcommittee in specific projects, 
are: Rosita Rieck Bennett, Carlile Bolton-Smith, Virginia Brewer 
Reno Conti, Charles H. Donnelly, Mary Fulton, Fred Greene, Halford 
L. Hoskins, J. Clement Lapp, Allan Nanes, Mary G. Shepard, and 
Joseph Whelan. 


Financial statement 

















Resolution authorizing Congress Period covered Funds Expendi- 
subcommittee authorized tures 
OD... ccendasngunee OUD... cpences July 25, 1955, to Jan. 31, 1956...... $25, 000 $12, 242 
I a datedianes ss acihigs ie ealickeel Feb. 1 to July 1, 1066...........<.. 35, 000 
IEE Tlacecccenseeses Soa ciate July 1, 1956, to Jan. 31, 1987...... oe oo} 48, 896 
SL Oh <iuescunweanons a Feb. 1 to June 30, 1957_............ 30, 000 20, 000 
SE ld bndinishendeawelcows 60k. +> July 1 to Aug. 31, 1957_...........- 10, 000 1 6, 500 
| pened 
Teen expenGibures 06 Of AUG. Gh, TI s scicinisccancscosatsmesitsnccmiacinetioonicsiandl 87, 638 





1 Estimated. 


*On loan from the Legislative Reference Service of the Library of Congress. 
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Mr. Morss, from the Select Committee on Small Business, submitted 
the following 


REPORT 


I. INTRODUCTION 


During its existence, your Select Committee on Small Business has 
repeatedly heard complaints about the manner in which the regulatory 
agencies treat the smailer businesses within the industries the agencies 
were created to supervise. Your committee has studied and now wishes 
to report on a representative example of the treatment afforded an 
industry’s less influential members by a regulatory commission. 

Involved here are the efforts of a group of radio stations presently 
limited to operations during daylight hours to secure extended and 
stabilized hours of operation. The more than 1,300 daytime-only radio 
stations in this country of the total of 3,170 ' stations seek the right 
to broadcast from 5 a. m. or sunrise (whichever is earlier) to 7 p. m. 
or sunset (whichever is later) on the grounds that, under existing 
regulations of the Federal Communications Commission, they are 
a, render the type of service to which their audiences are 
entitled. 

The question of the hours of operation for daytime stations has been 
before the FCC for a number of years without any definitive action 
having been taken by that agency, which has jurisdiction over the 
United States radio industry. When the efforts of daytime stations 
to-secure a decision from the FCC on their formal petition for extended 
hours of operation, submitted in April of 1954, met with continuous 
failure, station owners and the officers of the Daytime Broadcasters 
Association, a national organization representing about 200 of such 
stations, approached your committee seeking assistance, They com- 
plained that, as small businesses, they were being deprived of valuable 
operating rights by the inaction of the Federal Communications Com- 
mission. Further, they alleged that one of the important results of 


1 As of March 1, 1957. (See table, p. 5, infra.) 
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the limitations of their operating hours was to deprive the man 
small merchants located in their communities of the opportunity to 
advertise within those communities. 

Your committee regarded the charges made by the Daytimers 
worthy of investigation. There is, of course, an obligation on the 

art of Congress to oversee the operations of the regulatory agencies 
it has created, and there is a corollary obligation on the part of this 
committee to insure that the regulatory agencies discharge their re- 
sponsibilities in a manner that does not discriminate against the small- 
business segments of the industries they regulate. ‘The committee is 
aware that, by normal standards, the clear-channel and regional 
stations that oppose the request of the daytime stations would also, 
for the most part, fall within the category of small business. Although 
— of the conflict between the competing commercial interests lies 

etween the daytime stations and regional stations, the major con- 
troversy is with the clear-channel stations, and, on a comparative 
basis, the Daytimers are considerably small than their principal ad- 
versaries in this matter. This committee, therefore, deemed it ap- 
propriate to inquire into the activities of the Federal Communicationg 
Commission and to explore the allegations that the Commission had 
failed to give proper consideration to a problem of extreme importance 
to a group of small-business men. 

Upon preliminary appraisal of the claims of the daytime stations, 
the committee concluded that the prolonged inaction of the Federal 
Communications Commission had apparently prejudiced the rights of 
the Daytimers and that the entire question warranted a full investi- 

ation. Accordingly, a Special Subcommittee on Daytime Radio 

roadcasting was established which held hearings on April 29 and 
30, 1957, on the problems raised by the Daytime Broadcasters 
Association. 

At the hearings, both the proponents and the opponents of the 
Daytimers’ request for extended and stabilized hours of operation 
were asked to present their views, and, in addition, the Federal Com- 
munications Commission was invited to offer testimony explaining 
its position and, if possible, the reasons for the delay in its considera- 
tion of what appeared to be a legitimate and reasonable request for 
a change in Commission rules by a substantial number of small busi- 
nesses. This report is based upon those hearings, material received 
by the committee from interested parties, and independent study of 
the issues involved. 

II. BackGrounpD 


Since the problems posed by the petition of the Daytime Broad- 
casters Association for extended hours of operation are, in essence, 
simply manifestations of the fundamental problem of allocating the 
use of the 107? radio frequencies in the standard broadcast band, an 
understanding of the background of the allocations of those frequen- 
cies is desirable. Furthermore, as noted previously, the questions 
posed by the Daytimers’ petition have been before the Federal Com- 
munications Commission for a considerable period of time and in 
various different proceedings. A review of the chronology of the 
basic allocation policy and, in particular, of the proceedings involving 


2 The present standard broadcast spectrum contains stations located on frequencies beginning at 540 
kilocycles and ending at 1600 kilocycles. 
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the hours of operations of daytime stations is essential to an under- 
standing of the current status and of the FCC’s handling of the matter. 

The first successful radio broadcast in this country was in the fall 
of 1920 when the Harding-Cox election returns were broadcast at 
East Pittsburgh, Pa. Following the success of this experiment, 
numerous stations began to broadcast. It soon became apparent 
that utter chaos would prevail unless there was adequate supervision 
over the use of radio frequencies. Following a series of national 
radio conferences called by the Secretary of Commerce, between 1922 
and 1925, to impose “industrial self-regulation,” the Congress recog- 
nized the need for close supervision by the Federal Government over 
the radio industry and adopted the Radio Act of 1927, creating the 
Federal Radio Commission and assigning to that body reeponsibiity 
for and jurisdiction over the allocation of radio frequencies. The 
Radio Commission, after consideration of the factors then important 
in the field of radio broadcasting, formulated a policy of frequency 
allocation which has remained virtually unchanged to the present. 
The Commission reserved for standard broadcast purposes a band 
of 95° frequencies (based on a 10-kilocycle width for each frequency). 
The basic policy for assigning the various frequencies was founded on 
the premise that the interest of the public would best be served by 
reserving a number of frequencies for stations which would, in addition 
to providing service to their immediate local areas (groundwave 
service), furnish radio signals (skywave service) to the more sparsely 
settled areas of our country by means of a more powerful signal and 
a “protected” frequency. These frequencies, known as “clear 
channels,” were to be assigned to radio stations in various regions of 
the country in such a fashion as to be capable of supplying radio 
service—albeit a type of service less reliable than local service—to 
every remote home and farm in the United States. 

As early as 1928, the phenomenon of “skywave” propagation was 
recognized. In short, this phenomenon, as the committee was in- 
formed by many of the witnesses who testified, may be described as 
the creation of a layer of the ionosphere which forms above the earth’s 
surface during the hours of darkness, and which, in effect, acts as a 
mirror reflecting the signals transmitted by radio stations. Thus, 
radio signals, which during daylight hours are dissipated into the 
upper atmosphere, are actually reflected to the earth’s surface during 
hours of darkness where they can be received by radio receivers far 
beyond the normal daytime range of the groundwave signal trans- 
mitted by the radio station. It has been further demonstrated that 
the formation of the so-called reflecting layer is not an instantaneous 
occurrence, but, rather, is gradual, commencing at, perhaps, 2 hours * 
before sunset and continuing to build up to full intensity sometime 
after sunset—again, perhaps, as much as 2 hours after sunset; simi- 
larly, the layer begins to disintegrate or lose its characteristics sometime 
before sunrise, continuing the process until it has no appreciable effect 
on radio signals sometime after sunrise. 

Recognizing this fundamental law of nature, the Radio Commission 
decided that a more efficient use of the limited number of frequencies 

* The number of frequencies has been increased over the years to the present 107. 
‘ One professional radio engineer testified that “the interference does exist for the 2-hour period that he 


{an earlier witness] was speaking of there, but the most serious part of it, the part that is really the most 
part, is just that 30 minutes immediately after sunrise and the 30 minutes immediately before 
P . 
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sunset”’ (hearings, p. 130) 
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within the standard-broadcast band could be accomplished ‘if 
permitted some radio stations to operate during daylight hours 
only on the frequencies assigned to clear-channel and other full. 
time stations. Implementation of that basic allocation policy: has 
given rise to almost constant conflict and friction between the stations 
assigned to the full-time use of radio frequencies and those licensed 
to operate during daylight hours only. 

It must be noted that daytime-only stations have been assigned 
not only to frequencies operated by clear-channel stations, but also 
on those frequencies assigned to full-time stations operating within 
limited areas and designated “regional stations.” An additional 
group of stations assigned to 6 of the 107 frequencies designated 
“local stations,’ limited to 250 watts, are licensed to operate on a 
full-time basis. 

The following classes of stations have been established by rules of 
the Federal Communications Commission: 

Class IA dominant station operating on a clear channel and 
designed to render primary and secondary service over an extended 
area and at long distances. Class I stations are then subdivided into 
two classes: 

1. Class J-~-A.—A class I station which operates with power of 
50 kilowatts and is protected out several hundred miles during 
the daytime. At night its signal is protected throughout the 
length and breadth of the land. It is the only station in the 
entire United States transmitting on the channel. There are 25 
such stations in the United States. 

2. Class I-B.—A class I station which operates with power of 
50 kilowatts and is also protected the same as class I-A during 
the daytime. Class I-B stations receive a high degree of protec- 
tion during nighttime; however, two class I-B stations are usually 
assigned to each class I-B channel, operating with directional 
antennas to protect each other. There are also some class II 
full-time stations assigned to these channels but they must 
operate with highly directive antennas to protect the I-B 
stations. 

Class II.—A secondary station which operates on a clear channel 
and is designed to render service to a primary service area which, 
depending on geographical location and power used, may be relatively 
large, but which is limited by and subject to such interference as may 
be received from the 50,000-watt class I stations. A station of this 
class may operate with power of not less than 100 watts or more than 
50 kilowatts. 

Class III.—A station which operates on a regional channel and is 
designed to render service primarily to a metropolitan district and to 
the contiguous rural areas. A station of this class operates with 
power not less than 500 watts and not more than 5 kilowatts. The 
service area is subject to considerably more interference than the 
class I-A and class I-B stations. A regional class III station has 
only a small fraction of the protection to its primary service area as 
compared to the protection provided class I stations under the FOC 
rules. 

Class IV.—A station generally using a local channel and designed 
to render service primarily to a city or town and the suburban area. 
The power of a eis IV station is not less than 100 watts nor more 
than 250 watts. 
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The number of stations within the United States assigned to each 
of these classes of stations as of March 31, 1957, are indicated in the 
following table: 





Type of channel Daytime or | Unlimited Total 
limited time time 


—_—— 


lear channels: 
. United States I-A: 


ee Se 25 25 
SIRES Fr CONAN RE 5555 3 SP Ciccdahacctvccucekensqupes 60 7 67 
Canadian I-A: Class II stations.........---..--....-.---- 153 34 187 
Mexican I-A: Class IT stations. .... ............n-ccccnee- 223 5 228 
Bahamas I-A: 
a ee ee ee 1 1 
SED Se ID SNUNEG 6 oda cbbuebessidsccccedccubealaapupece 15 4 19 
I-B Channels: 
CED PE REED, < cocacunnangdhonsquaseossenqucaghogh sagtinniendial 33 33 
ame 00.631. dp icce destin doe didsddddsbddclénnididesscdesh 58 92 150 
Regional channels ! class ITI stations...........-...-.-----.--- 794 736 1, 530 
Local channels, class IV stations........................-...-.- 1 929 930 
Genbd Sete ... parwbbinnscodibabenceiboccsasebnbedidecks 1, 304 1, 866 3, 170 





1 Includes a smal] number of class IV stations operating on regional channels. 
Source: Federal Communications Commission. 


Of the 107 frequencies in the standard broadcast band, 60 have, 
by international agreement, been reserved for clear-channel (wide-area 
coverage) purposes. These 60 clear-channel frequencies are divided in 
the following fashion: 25 are assigned ® to United States use as I-A 
frequencies; 14 are assigned to other countries in the North American 
Hemisphere; and the a 21 are designated class I-B fre- 
quencies and are assigned to the United States. Of the remaining 
47 frequencies, in the United States 41 are reserved for class III, or 
regional stations, and 6 are for class IV, or local stations. 

t may be noted from the above table that a total of 92 ® stations 
out of the 3,170 authorized to operate in the United States share 
25 class I-A frequencies. The table also discloses that 275, or 8.7 
haw of all stations share 46, or 43 percent, of all 107 frequencies. 

iewed from the other direction, 2,460, or 78 percent, of all United 
States stations are assigned to 47 frequencies, or 44 percent, of the 
total; and looking at nighttime operation, it is seen that 1,665, or 
89 percent, of the total of 1,866 full-time stations are located on 
47, or 44 percent, of the 107 frequencies. The table also indicates 
the heavy distribution of daytime stations on regional and foreign 
clear-channel frequencies, reflecting the freeze’ adopted by the Com- 
mission, prohibiting the assignment of new daytime stations to United 
States clear-channel frequencies. 

As the number of standard-broadcast stations began to multiply 
ome the 1930’s, with a corresponding increase in interference occa- 
sioned by the operation of the increasing number of stations on each 
frequency, the Federal Communications Commission, which succeeded 
to the responsibilities of the Federal Radio Commission as a result of 
the Communications Act of 1934,® instituted a reallocation proceeding. 

' The expression ‘‘assigned” means that the dominant use of the {requency is assigned to a country and 
that stations in other countries may use the frequencies so long as the established degree of protection is 
afforded the stations licensed to operate as dominant in the appropriate countries 

* This figure also includes a number of radio stations operating in United States possessions; for example, 
there are four full-time stations on United States I-A frequencies operating in Honolulu, T. H., one in 
Fairbanks, Alaska, and another in the Virgin Islands. 


? The so-called freeze is discussed in sec. V, infra. 
' Title 47 U. S. C., secs. 151, et seq. 
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Among the issues giving rise to the proceeding was the request of the 
clear-channel stations for increased power (labeled by some as “super. 
ower’’) to enable the clear channels to serve better the areas without 
ocal radio service. The impetus behind that proceeding was lost when 
the United States Senate adopted a resolution in 1938,° indicating that 
it was the sense of the Senate that no stations should be granted 
authority to operate at more than the then authorized 50,000 watts 
a limitation which is currently in effect. 
In 1945 the Federal Communications Commission, in response to 
requests by clear-channel stations for additional power and signal 
protection, instituted the so-called Clear Channel Proceeding (docket 
No. 6741) to consider revision of the Commission’s established rules 
governing the allocation of clear-channel frequencies. Included among 
the 11 major issues designated for consideration was the following: 


What new rules or regulations, if any, should be promul- 
gated to govern the power or hours of operation of class II 
stations operating on clear channels? 


Although substantial hearings (involving 6,000 pages of testimony) 
were held on the Clear Channel Proceeding by the Federal Com- 
munications Commission, no definitive action was taken on the issue 
quoted above or on any others in the Clear Channel Proceeding, and, 
in May 1947, the Commission initiated a separate proceeding to 
determine the nature and extent of daytime skywave propagation ” 
of radio signals and to consider such amendments to the Commission 
rules governing clear-channel allocations as might be appropriate in 
light of the Commission’s findings. (This proceeding was designated 
as Daytime Skywave Proceeding (docket No. 8333).) After hearings 
on the Daytime Skywave case, the Commission consolidated it with 
the Clear Channel Proceeding, and oral arguments were held early 
in 1948. In February of 1948, the Senate Interstate and Foreign 
Commerce Committee, by letter to the Chairman of the Federal 
Communications Commission," requested that body to withhold a 
decision in the Clear Channel Proceeding, pending hearings on S. 2231 
(80th Cong.), a bill which would have prohibited granting power in 
excess of 50,000 watts for clear-channel stations. 

Although extensive hearings were conducted by the Interstate and 
Foreign Commerce Committee, no action was taken on S. 2231. 
Early in 1949, the Interstate and Foreign Commerce Committee 
issued a report stating in part that the question of increase of maxi- 
mum power for clear-channel stations could legally be determined 
only by Congress and stating that the committee would “deplore the 
rendering” of a decision in the Clear Channel Proceeding prior to a 
conference meeting of North American countries scheduled to ne- 
gotiate an international agreement for the use of radio frequencies 
in North America. No additional action was taken by the Federal 
Communications Commission on the consolidated Clear Channel and 
Daytime Skywave Proceedings, although the North American Re- 
gional Broadcasting Agreement (NARBA) was negotiated in 1950. 
(The agreement is still before the Senate Foreign Relations Com- 

*S. Res. 294, 75th Cong., 3d sess. 
1° Daytime Skywave Propagation 1s the signals reflected by the ionospheric layer parallel to the earth’s 
surface during those portions of the day after sunrise and prior to sunset, the so-called transitional periods 


when the layer is disintegrating and building up 
1! Text of letter may be found at p. 150, hearings. 
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mittee awaiting approval by that committee and ratification by the 
Senate. )'* 

In August 1953, the Daytime Skywave Proceeding was severed 
from the Clear Channel Proceeding, and in March 1953, the Federal 
Communications Commission issued a proposed report in the Day- 
time Skywave Proceeding. The proposed report contained restric- 
tions on radio signals interfering with clear-channel stations indi- 
cating further restrictions would be imposed on the hours of opera- 
tion of daytime-only stations. The proposed restrictions were to be 
made anplicabie to new or changed station assignments, but not to 
then existing stations. The Federal Communications Commission 
designated the merits of the restrictions contained in the proposed 
report for oral argument. In addition, it denied the petition of the 
Daytime Broadcasters Association that the Daytime Skywave Pro- 
ceeding be dismissed and also denied that organization’s request for 
changes in the policy governing the allocation of clear-channel 
frequencies. 

On May 17, 1954, the Daytime Broadcasters Association, a group 
of nearly 200 representative radio stations licensed to operate during 
daytime hours only, filed a petition with the Federal Communications 
Commission requesting that all standard broadcast stations be per- 
mitted minimum hours of operation from 5 a. m. or sunrise (whichever 
is earlier) to 7 p. m. or sunset (whichever is later). According to 
information submitted to the committee by the Federal Commani- 
cations Commission,” the attorney for the Daytime Broadcasters 
Association, by letter dated January 13, 1955, requested the FCC to 
withhold action on the Daytimers’ petition. In May of that year, 
the Daytime Broadcasters Association amended its petition limiting 
its request for extended hours of operation to class nf (daytime only) 
stations assigned to frequencies occupied by class III (regional) 
stations. In December 1955, the Daytime Broadcasters Association 
again amended its petition, reverting to its original request of May 
1954, that all stations be authorized to operate on the extended hours 
regardless of the class of station involved. 

No further action on the Clear Channel Proceeding or the Daytime 
Skywave Proceeding has been taken by the Federal Communications 
Commission, although, as noted by Congressman Springer in his 
testimony before your committee’s Special Subcommittee on Daytime 
Radio Broadcasting,“ and others, the Federal Communications Com- 
mission has been constantly urged to render a decision. 

A further factor which must be considered in evaluating the situation 
facing the daytime stations is the “freeze’’ imposed by the Commission 
peomibiting additional daytime stations from being assigned to the 
requencies reserved for clear-channel stations and prohibiting changes 
in operating rights of daytime stations already assigned to those 
frequencies. This “freeze” was adopted by the Commission initially 
in 1946 after the institution of the Clear-Channel Proceeding to give 
the Commission comparative freedom ‘‘to implement such reallocation 
of the clear-channel frequencies as might eventuate’” from the Clear- 
Channel Proceeding. Thus, the Daytimers find themselves unable 
to apply for changes in their operating rights, and many who would 


onde bewstng wes held on NARBA by a special subcommittee of the]Committee on Foreign Relations 
uly 11, 1957. 

4 Hearings, p. 427. 

“ Hearings, p. 6. 
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like to change frequencies or would like to begin daytime operations 
are prevented from doing so because of a “freeze” to be effective only 
during the pendency of the Clear Channel and Daytime Skywave 
Proceedings, now 12 and 10 years old, respectively, and with their 
solution not even visible on the horizon. 


Iil. Taz Positions or tHE Daytime Broapcasters AND THER 
OPPONENTS ON THE MERITS OF THE PETITION 


Your committee takes no position regarding the granting or denial 
of the petition filed by the Daytime Broadcasters Association at the 
present. time. However, as indicated, the committee felt it appro- 
priate to afford the Daytime Broadcasters an opportunity to present 
in a public forum its grievances against the Federal Communications 
Commission and the evidence in support of their petition. At the 
same time, the committee felt it only proper that those who oppose 
the Daytime Broadcasters’ petition be given the opportunity to 
present their arguments and evidence in opposition. 

Despite the fact that the committee does not now recommend any 
specific course of action by the FCC in this particular proceeding, a 
recital of the principal arguments advanced by both groups will be 
helpful in understanding the nature of the problem pending before 
the Commission. 

In brief, the case of the Daytime Broadcasters is predicated pri- 
marily upon the lack of service provided to communities dependent 
upon daytime-only stations for local coverage, while the case of their 
opponents is founded upon the claim that the laws of nature are such 
that granting the request would deprive many millions of people 
from receiving the secondary skywave service which is their only 
radio service and, at the same time provide local coverage to a very 
small group of people—considerably less than those normally covered 
by the daytime operations of the local stations. 


A. THE DAYTIME BROADCASTERS CASE 


A large number of witnesses appeared before the committee to 
testify to the public service rendered by daytime radio stations in 
their communities. The need for weather information of a local 
character during the early presunrise hours was emphasized. The 
inability of local citizens to hear the early morning news was cited 
as a@ serious inconvenience to their communities. 

One witness told the committee of an incident involving his radio 
station’s broadcast of a community celebration and parade.’ As the 
hour for his signoff arrived, the radio announcer had to cease his 
description as the parade was moving down the main street of the 
community, and, of course, his listeners could not turn the radio dial 
to another station to obtain the report of this important local civie 
function. 

The committee’s attention was also directed to important emer 
functions performed by daytime radio stations in connection wit 
hurricane-tornado warnings and emergency broadcasts providing 
essential information to citizens in areas hit by floods.” Upon occa- 
~ Ma Hearings, p. 47. 

15 It should be noted that FCC rules provide for operation of daytime stations during extra hours in emer- 


gency situations (hearings, p. 406). Also the FCC records show that no dominant station has ever complain 
about emergency operations of daytime stations. 
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sion, local radio stations have been the only means of requesting blood 
donors to respond to emergency situations. And, of course, the com- 
mittee heard, both from witnesses and through numerous letters re- 
ceived from school officials, of the important role played by local radio 
stations in notifying their communities whether schools would be 
closed because of weather conditions, the point being made that this 
particular information is most in demand during the winter months 
when local radio stations’ sunrise sign-on time comes so late in the day 
as to minimize greatly the benefits of this service. 

The Daytimers argued with emotion and feeling that although there 
may at one time have been justification for the basic allocation policy 
adopted by the Federal Radio Commission and its successor, the 
Federal Communications Commission, circumstances have so changed 
that this is no longer true. They contended that network broad- 
casting has changed in character and that there is, indeed, an incal- 
culable loss in the efficient utilization of the frequencies assigned to 
the standard-broadcast band by providing protection to distant radio 
stations which, as a matter of practical fact, are never listened to out- 
side their local areas. This particular issue was the subject of consider- 
able questioning by members of the subcommittee, without any 
conclusive evidence being presented. 

A further point made by the Daytimers is that in most instances the 
clear-channel stations are network stations and thus carry the same 
programs simultaneously. As a result, a listener in a region included 
within the secondary service area of a distant clear channel can, by 
merely turning his radio dial, secure the same program from a station 
much closer to his home and with a much more satisfactory signal. 

Witnesses for the Daytime Broadcasters and many listeners who 
have written to the committee have indicated the great personal 
inconvenience occasioned by a radio schedule which fluctuates from 
month to month as a result of the constant change in the sign-on and 
sign-off hours. A station which during summer months may go off the 
air as late as 9:30 p. m. may have to leave the air as early as 4:15 
p. m. during the winter months. The president of a bank in a small 
community in Texas told the committee of his bank’s reluctance to 
advertise during the evening hours even though, in his judgment, 
those hours were the most suitable hours for the type of advertising 
his bank preferred.* His point was that it was impossible to build up 
a stable listening audience to a news program which never came on the 
air during the same quarter hour of the day any 2 months in a row. 
And many listeners have written the committee about the great 
inconveniences involved in ‘‘tracking”’ their favorite radio stations all 
over the clock. 

The adverse effect of variable hours of operation upon local adver- 
tisers was stressed by the Daytimers. They pointed out that local 
merchants were especially interested in advertising during the Christ- 
mas shopping season, which occurs during the season of the year when 
local radio stations have their earliest signoff times. It is significant 
that local advertisers who are unable to secure time on local radio 
stations are not potential customers of the regional or clear-channel 
stations which occupy those frequencies or, in fact, which occupy 
any frequencies, since the lack of coverage in the desired market and 
the relatively high cost make such operations completely impractical. 
Thus, there is a en of advertising revenue by the neal stations and a 


ie Hearings, p. 58. 
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corresponding inability of local merchants, who, in almost all instances, 
fall within the category of small business, to stimulate business activity, 
As noted earlier, this factor of hardship on the local small-business 
man’s advertising potential was instrumental in this committee's 
decision to look into the problems presented by the request of the 
daytime stations. In the judgment of this committee, small business 
suffers considerable hardship when deprived of the opportunity to 
advertise through a medium as effective as local radio. 

There are, in addition, serious practical problems arising out of 
the operation of any business on a daily schedule which varies from 
month to month. For example, numerous station owners have 
written to the committee, telling how difficult it is to secure com- 
petent employees because the number of hours they work each day 
varies from month to month. During the long days of the summer, 
a station might require twice the number of employees needed during 
the short days of the winter season. 

In answer to the charge by their opponents that they knew what 
they were getting when they sought and received daytime-only 
licenses, the Daytimers pointed out that (1) when they applied for 
operating rights there were no full-time frequencies available, (2) 
circumstances and the functions of radio have changed since their 
licenses were first issued, (3) the criterion should be what allocations 
policy is best suited to promote the public interest, and (4) there is 
nothing inherently wrong in seeking additional rights to benefit any 
station owner and the audience his station serves. 

Finally, the Daytimers contend that the arguments of their oppo- 
nents that many millions of listeners would be deprived of secondary 
service in order to afford only a very few listeners local radio service, 
overlooks two important factors: First, the people in the secondary 
service area do not listen to the distant station, and, secondly, the 
cumulative number of listeners who would have local service is 
substantial and, although it may not equal the number of potential 
listeners of clear-channel stations interfered with, there would be 
a net gain of actual listeners if their petition were granted. 


B. ARGUMENTS OF THE OPPONENTS OF THE DAYTIME BROADCASTERS 
PETITION 


Those who have urged and who would urge that the petition of 
the Daytime Broadcasters be denied, appeared before the committee 
and presented the arguments and points which, in their judgment, 
would dictate such a decision. 

The prime emphasis of this group, which included those who spoke 
in behalf of clear-channel stations and, to a lesser extent, class III 
(regional) stations, was on the engineering aspects of the change 
requested by the Daytimers. It was their contention that the passage 
of time, shifts in listener interest, or any other factors of subjective 
preference or economic change could in no way affect the laws of 
nature, upon which the existing rules and regulations of the Federal 
Communications Commission are based. The testimony of engi- 
neers, together with charts, diagrams, and maps, was to the effect 
that, if even one daytime radio station were permitted to operate 
on a frequency during hours when the so-called ionospheric layer 
permits skywave propagation, clear-channel stations would be unable 
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to provide satisfactory service to any of its secondary area, and even 
a portion of its primary (groundwave) area would be incapable of 
receiving an intelligible signal, because of interference that would 
thus be created. By the same token, the area served by the daytime 
station during its daylight operations would be appreciably reduced 
by the interference to its signal from the signal of the dominant or 
clear-channel station on the particular frequency. 

The following testimony of one of the Federal Communications 
Commission’s engineers indicates the engineering difficulties created 
by skywave interference under current FCC standards of interference: 


Mr. Stuuts. May I ask the witness one question: Does 
that mean that the interference, the signal from a 5-kilowatt 
station, is so strong that, as you say, if you put one of those 
in Kansas City it would blanket out that wave band for the 
entire country, this 5-kilowatt station? 

Mr. Barr. Yes, sir; a 5-kilowatt nondirectional station 
operating at night on a clear channel would effectively 
destroy about 99 percent of the potential service area of the 
1 station. I have another exhibit here which will picture 
that in some detail. 

Mr. Stutts. That would mean you would throw up a 
strong enough signal to jam anything else that you would 
listen to? 

Mr. Barr. One of the contributing factors to this con- 
sideration that I mentioned, the interference potential being 
so much greater than the service potential, is the fact that 
the interfering signal can be so very much weaker than the 
signal you are trying to listen to, and still constitute a very 
objectionable source of interference. 

(Testimony of James E. Barr, Assistant Chief, Broadcast 
Bureau, FCC, hearings, pp. 160-161.) 


Moreover, the committee was informed that the daytime radio 
broadcasters were well apprised of the rights granted them by their 
licenses and, in fact, sought those licenses from the Federal Communi- 
cations Commission. Thus, it was argued, they are in a poor position 
now to seek to have the ground rules revised, particularly in view of 
the fact that many applicants for licenses, desiring full-time operating 
rights, selected less desirable frequencies or operated at limited power 
(250 watts authorized for class IV (local) stations). One radio-sta- 
tion owner testified that, when his station decided that full-time 
operation was preferable, he and his associates, at considerable expense 
and personal inconvenience, established directional antennas so as to 
protect the signals of other stations and managed the shift to full- 
time operation.“° He made the point that, were the Commission to 
change the rules at this stage of the game, it would be grossly unfair 
to stations, such as his, which had, through their own ingenuity, 
effort, and expense, secured the operating rights necessary to make 
their stations of greater service to their communities and better paying 
commercial enterprises. 

Considerable attention was also given by the opponents of the Day- 
timers to the fact that any change in existing FCC rules and regulations 
would conflict with international agreements governing the alloca- 
tion and use of radio frequencies in North America. (See sec. VI, 


ib Hearings, p. 137, 
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infra, for a discussion of the international agreement aspect of thig 
problem.) 

Your committee is satisfied after hearing the testimony of the day- 
time radio broadcasters and of the nonbroadcasting witnesses speaking 
on behalf of the communities and audiences served by those stations, 
that their request for extended hours of operation is not frivolous or 
unreasonable. On the other hand, it is fair to say that the testimony 
of engineers made it perfectly clear to the committee that the request 
of the Daytimers could not be granted without an injurious effect upon 
the existing allocation pattern and policy. Advocates of both points 
of view conceded that the problems raised by the petition were not 
easy of solution and it is fair to say that each recognized that the 
other side had a position worthy of careful consideration. That the 
problem is complex and not easy of solution is, of course, no justifi- 
cation for “ignoring it and hoping it will go away,” an expression 
which seems to characterize the attitude of the Federal Communica- 
tions Commission. 


IV. Tue Actions or THE FEDERAL COMMUNICATIONS COMMISSION 
IN CONNECTION WITH THE Daytime Broapcasters’ REQUEST FOR 
ExtTENDED Hours or OPERATION 


The Federal Communications Commission appeared before the 
special subcommittee of your committee and undertook to explain 
the reasons for the delay in taking action on the request of the day- 
time broadcasting stations for extended hours of operation, and, at 
the same time, attempted to demonstrate the practical engineering 
problems involved in granting the request. 

The committee has considered the explanations offered by the 
spokesmen for the Federal Communications Commission for its delay 
in disposing of the petition of the daytime broadcasting stations and 
regards them as unsatisfactory. 


A. THE EXPLANATIONS FOR DELAY ADVANCED BY THE FEDERAL 
COMMUNICATIONS COMMISSION 


According to testimony from the Commission’s General Counsel, 
the Commission in 1948 was “‘in a position in which it could have, on 
the basis of the record before it, reached a tentative decision in these 
two cases [the Clear Channel Proceeding and the Daytime Skywave 
Proceeding which at the time were consolidated]” (hearings, p. 150). 
The General Counsel then made the following statement: 


* * * However, at that time we were preparing and look- 
ing toward an international conference which would basically 
relate to the problems in this field, and due in part to the 
desire of the Senate Interstate and Foreign Commerce Com- 
mittee, expressed in 1948 and late 1949, that action was not 
desired then, no final action was taken. 


It is correct, as pointed out by the Commission, that the actin 
chairman of the Committee on Interstate and Foreign Commerce did, 
by letter dated February 27, 1948 (hearings, p. 150), request the 
Commission “to reach no conclusion and take no action in the pend- 
ing matter of superpower and clear channels until such time as the 
Senate Committee on Interstate and Foreign Commerce has assigned 
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hearings on S. 2231 [a bill designed to limit United States stations to 
50,000 watts].” The hearings on S. 2231 by the Committee on Inter- 
state and Foreign Commerce were held during April 1948, and, in 
February 1949, the committee issued an interim report indicating its 
strong opposition to any proposal to increase the power of United 
States radio stations abovo 50,000 watts. The committee’s report 
made perfectly clear that it believed that the question of superpower 
was one of broad national policy to be determined by the Congress 
rather than the Commission. 

In any event, the following excerpt from a letter dated January 27, 
1950,!* addressed to the Under Secretary of the Department of State 
by the chairman of the Senate Interstate and Foreign Commerce 
Committee, makes clear that aside from the question of superpower, 
“the use which will be made in this country of our so-called I-A clear 
channel frequencies” must be decided upon before an equitable agree- 
ment could possibly be reached with the other countries of the North 
American hemisphere: 


So much for the administration of the conference. Much 
more important is the basis of our own proposals for an agree- 
ment itself and the merit and good faith of our suggestions. 
The objective of NARBA is to work out and agree on mutu- 
ally acceptable use of standard AM frequencies in the coun- 
tries of the North American hemisphere. There is no possi- 
bility of an equitable agreement being reached or consum- 
mated which is not premised on a plan which promises a fair 
allocation of facilities for the entire North American region, 
Therefore, it is basic that we first come to a conclusion with 
respect to the use which will be made in this country of our 
so-called 1—-A clear-channel frequencies which will pave the 
way for a complete and equitable solution. 

it is no secret that the Federal Communications Commis- 
sion has given serious study to a number of alternative uses 
that might be made of United States clear channels, not only 
in the best public interest of listeners in this country but to 
permit limited use of such frequencies in neighboring coun- 
tries. For example, an engineeringly sound plan has been 
prepared within the Commission which (a) would permit the 
duplication of a number of clear channels within the United 
States; (b) would permit class II unlimited time facilities on 
all 1-A clear channels in this country and in the other North 
American countries (thus giving our delegation something to 
bargain with for Cuba, Mexico, Canada et al.); (c) would per- 
mit unlimited time class IV station operation on two clear 
channels, thereby again providing additional station facilities 
in the United States and in the other North American coun- 
tries. 

Such a plan would make available within the United States 
at least 2 more 50-kilowatt class 1-B stations; at least 80 
additional class II regional stations (which could operate 
with power from 1 kilowatt to 10 kilowatts) ; and many, many 
additional class IV unlimited time local stations. 1f Cuba, 
Mexico, and Canada similarly followed our lead, which ob- 


* Full text of letter may be found in hearings, p. 377. 
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viously they would have every reason to do, this pool of new 
available stations would be further increased by approxi- 
mately 50 percent. Thus, there would become available in 
the North American hemisphere enough frequencies for 
tremendous additional radio coverage. In our country, for 
example, all of the so-called white areas would be served by 
broadcasts from locally placed stations. This would give 
great impetus to new business in radio. 

The important factor about this whole plan is that it would 
not affect adversely the economic or financial status or the 
service in the slightest degree of any existing clear-channel 
station in the North American hemisphere; it would cure the 
prevailing interference problem; it would enable the fullest 
and most equitable use of frequencies; and it would permit 
conclusion of a NARBA agreement which should meet with 
the general approval of all the signatories and of the radio 
industry in this country. 

I am amazed that at a meeting held last week in the State 
Department to hear suggestions from United States industry 
and Government advisers, prior to the February conference 
with Cuba, no mention was made of such engineering plans 
for the wider use of frequencies, or the need for their promul- 
gation as an essential first step before reconvening of the 
NARBA Conference. Unless and until the State Depart- 
ment insists upon a decision by the Federal Communications 
Commission in line with this plan which would be in accord 
with today’s needs and practices in standard AM broadcast- 
ing, NARBA Conferences are doomed to failure and any 
agreement which may be reached will be a patchwork affair, 
unsatisfactory to some of the participants and due to the 
inequitable burden which it would place on the domestic radio 
ata? certain to be rejected by the Senate of the United 

tates 


The Department of State’s attitude toward the clear-channel prob- 
lem and the Interstate and Foreign Commerce Committee’s desire 
that the Commission conclude its consideration prior to the final 
NARBA negotiations is apparent from the following paragraph from | 
the ‘etter of the Department of State ” in response to the Interstate 
and' Foreign Commerce Committee’s letter set forth above: 


The Department’s position on the clear-channel problem 
has been that the clear-channel decision was purely a domestic | 
matter, and as such, it was solely the responsibility of the 
Federal Communications Commission. Accordingly, the 
Department has hesitated to take any action on this matter. 
Whether it will now be possible for the Commission to render 
a decision on the clear-channel question in time for it to be 
available for the second session of the NARBA Conference is 

roblematical. However, in view of the suggestion contained 
in your letter, the Department will request the Commission 
to give consideration to reaching a decision on the clear- 
channel question at the earliest possible moment. 


4 Full text may be found in hearings, p. 379. 
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The following letter from the chairman of the Interstate and Foreign 
Commerce Committee sent upon receipt of the State Department 
letter would surely have removed any doubt that may have existed 
about the attitude of that Committee toward the prompt rendering 
of a decision in the clear-channel matter: 

Frpruary 23, 1950. 
Hon. Jack C. McF aut, 
Assistant Secretary, 
Department of State. 

My Dear Mr. McFatu: This will acknowledge receipt of your 
informative letter of February 21, in reply to my letter of January 27. 

I am gratified that the Department of State has a clear and complete 
understanding of the problems involved in working out a new North 
American Regional Broadcasting Agreement. Moreover, it is en- 
couraging to know that the Department’s view is that United States 
radio stations must be protected in so vital a matter as the use of broad- 
casting frequencies. 1 concur in your statement that at the same time 
we must not threaten economic sanctions to secure imposition of our 
views on our neighbors. Of course, they are sovereign, as we are 
sovereign, and they have, as we have, the fullest right to use their 
frequencies as best suits their own economic and social needs, so long 
as such use is not directly and deliberately harmful to other nationals. 

This is one of the principal reasons I have urged that the Federal 
Communications Commission hand down a clear-channel decision 
which would provide for duplication and breakdown of our clear 
channels so that we would by precedent demonstrate to our neighbors 
in this hemisphere our own intention to use frequencies economically 
and without interference or disparagement to them. Moreover, such a 
duplication and breakdown of United States clear channels will make 
available a large number of additional usable frequencies and thus 
eliminate the problem of insufficient frequencies for all countries. 
Our action obviously would entail and, I am sure, lead to similar 
clear-channel breakdowns by our neighboring countries in this 
hemisphere and thus we would be cooperating with Cuba, Mexico, 
and Canada in reaching the goals each seeks and all this without in 
any way interfering with or impairing our own broadcasting facilities. 

Therefore, I am most pleased with the paragraph in your letter 
which states that the Department of State will request the Federal 
Communications Commission to give consideration to reaching @ 
decision on the clear-channel question at the earliest possible moment. 
However, it should be emphasized that when we again sit down at 
the conference table, unless the decision provides for a duplication 
and breakdown of our own clear channels, we will be no better off 
than at present; and should the decision provide authority for opera- 
tion of United States clears with power ranging up to 750 kilowatts 
we will be much worse off since we will, in effect, make clear to our 
neighbors that we intend to dominate the ether. 

Very sincerely yours, 
Epwin C. Jounson, Chairman. 


A careful examination of the correspondence and reports compels 
the conclusion that the Interstate and Foreign Commerce Committee 
was greatly concerned about the question of superpower and, in that 
connection, did not wish the Commission to render a decision but 
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felt that this particular question was one of national policy to’ be 
decided by the Congress. However, with regard to the other issues 
raised in the Clear Channel and Daytime Skywave Proceedings, the 
Interstate and Foreign Commerce Committee was exceedingly anxious 
that the questions so raised be resolved in order to clarify and strength- 
en the position of the United States negotiating team at tho inter- 
national Conference. Acknowledging that the Commission might 
have been confused on the wishes of the Interstate and Foreign Com- 
merce Committee in 1948 and 1949,.that committec’s attitude since 
January, 1950, is clear and unmistakable. 

The failure of the Commission to act on the Clear Channel and 
Daytime Skywave Proceedings between 1950 and 1954 was explained 
by the fact that “immediatcly thereafter [the signing of NARBA] 
the Commission became involved in this long period of allocations 
for television.” 

Reference was also made by representatives of the Commission to 
the portion of the Daytimers’ petition requesting the Commission 
‘not to formalize its proposed daytime skywave decision’’ issued in 
March 1954. When it is realized that the proposed report would 
have moved in the opposite direction, that is, tended to restrict further 
the hours of operation of daytime radio stations, or require modified 
operations during certain hours, it can hardly be contended that the 
Daytimers were asking that their request for extended hours of opera- 
tion should not be granted or that a decision on their request should 
be delayed. Indeed, the statement of the Commission’s general 
counsel at the hearings ® provides a complete answer to that sug- 
gestion: 


To the extent that a delay has occurred here, it could be 
said that it was in part in response to a request. However, 
I do not believe that in reality this was the reason. The 
reason simply was that this was contemplating a rather 
significant step with respect to future licensing. 


Another factor mentioned as contributing to the failure of the 
Federal Communications Commission to act is the shortage of ade- 
—_ staff and insufficient appropriations from the Congress. It 

oes not appear from information available to this committee that 
the Federal Communications Commission has been dealt with harshly 
by the Congress insofar as appropriations are concerned. Informa- 
tion submitted by the Commission indicates that during the past few 
years the Congress has granted virtually all of the funds requested by 
the President for the FCC. In some years it appropriated more than 
was requested; in others, the request was cut slightly. During the 
past 5 years, the total request has been cut by Congress less than 3 
percent.” 

Based upon the record of the hearings and other material brought 
to the attention of your committee, it is the committee’s opinion that 
the Commission has failed to act upon a petition of extreme impor- 
tance to a large segment of the radio broadcasting industry because, 
in the Commission’s judgment, the need to resolve the problem— 
admittedly a difficult one—was not as compelling as other problems 

8 Hearings, p. 151, 

1 Hearings, p. 152. 


% Hearings, p. 341. During the same period, the President has reduced the request of the agency by ll 
percent. 
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ending before the Commission involving other segments of the 
industry. 

Peay donmiliittes realizes that there are powerful and understand- 
able influences operating to compel regulatory agencies, consciously 
or unconciously, to favor the dominant members of their industries. 
In the first place, the dominant companies in any industry are im- 

ortant to that industry—they normally account for much of the 

aphasia done in the field and they have funds for experimentation 
and development of new products and techniques. They have the 
recources to retain skilled counsel and representatives in Washington 
to follow closely the activities of the agencies of interest to them and 
to establish close personal relationships with the agency personnel. 
It is also true that generally it is easier, Peis a practical and mechanical 
viewpoint, to deal with a few large companies than with numerous 
small businesses. In many instances positions on boards and com- 
missions are filled by experts in the field whose background and 
experience has been with the dominant companies of the particular 
industry, and, of course, the best post-Government prospects’ for 

ency personnel are frequently in those segments of the industry. 

e point that should be made is that there is a burden on the ind 
vidual members of the commissions and boards—and this applies 
equally to their staffs—to take special pains to overcome this natural 
tendency to ignore the smaller segments of the industries over which 
they exercise jurisdiction. 

This committee holds the view that regulatory agencies have a 
responsibility to give equitable consideration and treatment to every 
segment of the industries they were created to supervise. In the 
judgment of the committee, the Federal Communications Commission 

as not been fair to the daytime radio broadcasters in refusing to 
meet the issues which that group has properly raised. It is not 
difficult to understand how a commission might push to the side 
consideration of a matter of vital concern to relatively small radio 
stations when the pressing problems of television were demanding 
attention. But the responsibility of the Federal Communications 
Commission—and, indeed, the entire spirit of the Administrative 
Procedure Act and the philosophy underlying the creation of admin- 
istrative agencies—requires that a proper request of a portion of an 
industry for specific relief be appropriately considered and acted 
upon within a reasonable period or time. Whether the Commission 
has delayed since 1945, 1947, 1950, 1954, or 1955 is not important, 
but the unfortunate truth of the matter is that by the middle of 1957 
no action has been taken on this problem of such vital concern to 
bd 40 percent of the Nation’s radio stations and their millions of 
teners. 


B. THE ROLE OF THE FEDERAL COMMUNICATIONS COMMISSION 


Although one of the leading engineers of the Federal Communica- 
tions Commission spent considerable time explaining to the committee 
the technical problems involved in granting the request of the day- 
time stations (sec. III, supra), there was a concession by representa- 
tives of the Commission that the daytime radio broadcasting stations 
do have genuine problems resulting from their variable sign-on and 
signoff hours. Despite this concession, the impression created by 








18 DAYTIME RADIO STATIONS 


the testimony of the Commission representatives was that the Day- 
timers had failed, in their offerings to the Commission, to present 
a satisfactory solution to the problems raised by their request for 
extended hours of operation. The committee was told frequently 
that the engineering data submitted by the Daytimers were inadequate 
to support the request. In your committee’s opinion, there are two 
important factors which this attitude overlooks: (1) This attitude 
is based upon the assumption that the basic allocation policy adopted 
in the 1930’s should bé contiitued, and (2) the Federal Commmanica- 
tions Commission is charged by the Statute which created it with 
protecting and furthering the public interest, and the Commission, 
therefore, has affirmative responsibilities to use its own engineering 
staff and ingenuity in Satire ating rules and regulations governing 
the use of communication facilities in this country. 

Great stress was placed by the Daytimers upon the changes in 
radio-listener preference and habits during the years following the 
original decision to set aside clear channels to service the great, 
sparsely settled areas of this country. This committee is reluctant 
to state that on the basis of the information available to it the funda- 
mental allocation policy should be completely revised. This com- 
mittee does, however, urge that the Commission, in keeping with 
its statutory responsibilities, reexamine its basic allocation policy 
to determine whether there have been changes in the listening habits 
of the American public during the years since the policy now in effect 
was adopted, and whether, if there are such changes, as alleged by 
many industry people, appropriate revisions should be made in the 
allocation of our radio frequencies. ‘The committee is astonished at 
the lack of any reliable body of information indicating whether, as 
a matter of practical fact, the protected signals of the clear-channel 
stations are listened to outside the primary service areas of the clear- 
channel stations. 

It must be obvious that, if the clear-channel stations are not listened 
to in the so-called white areas,” there is an unreasonable waste of the 
precious radio frequencies involved. In the opinion of your com- 
mittee, no governmental body could resolve the issue of the use of 
radio frequencies: without first. securing data on this fundamental 
question of listener preference and practice. 

Those who support the Daytimers’ petition, those who oppose it, 
and the Commission, all had vague feelings about this all-important 
issue but no persuasive data to support their conflicting views.” In 
this day of radio-listener surveys, it would seem that such data is 
obtainable with comparative ease,* and representatives of the Federal 
Communications Commission indicated at the hearings that there 
are some data available on that subject. However, in response to & 
formal request for such data, submitted by the chairman of the 

31 White areas are those indicated on maps showing radio coverage that have no primary service, that is, 
they do not receive any groundwave Service but must rely solely on skywave (or secondary) service. These 
areas are predominantly rural in character and include isolated regions located in mountainous terrain. 

% The Daytime Broadcasters Association, in its rebuttal statement (hearings, p. 298), did submit some 
data obtained from the A. C. Nielsen Co. indicating a 2 drop in listeners to some Chicago clear-channel 
stations during nighttime hours as contrasted to daytime hours, 

™% The committee has noted a report by an advertising agency (which, incidentally, includes arabia 
clients a number of radio stations operating with high power) indicating that “spectacular audience 
have been made by local, independent radio stations in the past several years. ‘The advice to radio adver- 
tisers is summarized in these words: ‘“There has been such a change in the nature of local radio in virtually 
every market that continuous reappraisal of markets and stations is necessary so as to avoid buying radio 


time today based on yesterday’s facts.” Adam Young Inc. New York, N. Y. See also Broadcasting 
Telecasting, June 17, 1957, p. 90. 
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Special Subcommittee on Daytime Radio Broadcasting, the FCC 
replied that any data it had were more than 10 years old and that it 
was considering purchasing data accumulated by a private radio- 
survey company. 

It should be noted that this concern over the practical value of the 
protected clear-channel signal is not original with this committee. In 
1949 the Senate Committee on Interstate and Foreign Commerce 
made the identical observation and suggested that the Federal 
Communications Cémmission undertake oun surveys to de- 
termine what kind of radio service the people in those areas actually 
received and listened to. The following quotation from the Com- 
merce Committee report is as apt today as it was in 1949: 


* * * Tt has been asserted that such superpower stations 
are necessary to give diversified radio coverage to small, 
isolated communities located in the Rocky Mountains and 
southwestern parts of the United States which are corered 
by only 1 or 2 stations at present. We have heard much of 
these so-called white areas alleged to have little or no radio 
coverage. But we have yet to be convinced by a factual 
survey of such areas that they do not, in fact, get adequate 
radio coverage. The major evidence on this subject pre- 
sented to the committee during the hearings on the Johnson 
bill were engineering diagrams and curves which purported 
to show by mathematical calculation that there are areas 
without adequate coverage. What we should like to see, and 
we believe that the Federal Communications Commission 
should want to have, is a careful, on-the-spot survey of these 
alleged areas to learn from radio listeners themselves what 
kind of radio service they receive (S. Rept. 49, 8lst Cong., 
lst sess.). 


The FCC witnesses referred to the “inadequate engineering sup- 
port” in the material submitted by the Daytimers in behalf of their 
petition, the implication being that the Daytimers had failed to make 
a case. In the view of your committee, the adversary type of pro- 
ceeding utilized in judicial actions is exceedingly valuable and, 
erhaps, the most effective means of bringing to open discussion all 
actors to be weighed in reaching a decision. In adjudicating specific 
cases, for example, the awarding of a license to one of many applicants 
to operate a station (one of the principal functions of the FCC), it is 
essential that heavy reliance be placed upon the data and arguments 
presented by the various adversaries. However, the Federal Com- 
munications Commission has been charged by the Congress with 
specially heavy responsibilities in promulgating rules and regulations 
of general applicability to the industry which it supervises. Thus, it 
is incumbent upon the Commission to use its own resources in arriving 
at such decisions. It is obvious that decisions of far-reaching import 
must be rendered in the public interest and that the decisions should 
not be governed solely by the ability of the advocates employed b 
the competing interests. It is no secret that, normally, in any suc. 
contest the smaller elements of the industry are in a poorer financial 
position to obtain the time and services of expensive legal and engi- 
neering counsel. 


*% Hearings, p. 411. 
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This.committee urges, therefore, that the Commission utilize itg 
staff and its own technical talents in attempting to arrive at the solu- 
tion to the,dilemma posed by the Daytimers’ request for extended 
and stabilized hours of operation. When Congress created the 
Federal. Communications Commission, it had in mind more than 
providing a referee for the battles between competing financial 
interests. 


C. POSSIBLE APPROACHES TO THE PROBLEM OF THE DAYTIME STATIONS. 


Your committee is well aware of the complexity of the problems 
posed by the petition of the daytime stations and Apter the 
difficulty involved in rendering a decision which would satisfy the 
requirements of the Daytimers and their millions of listeners and at: 
the same time prevent disruption of an allocations policy now in 
operation (although the committee believes, as indicated earlier, that 
that policy warrants reexamination). What causes the most concern 
is the eee attitude of indifference and the negative approach 
of the Federal Communications Commission to the legitimate, though 
admittedly difficult, problems of a substantial segment of the industry 
and to vast numbers of the radio-listening public.” 

So far as the testimony — to this committee is concerned, 
it does not appear that the Commission has made any effort to consult 
with the Daytimers in an effort to work this matter out to the satis- 
faction of the Daytimers, the regional stations, the clear-channel 
stations and the public. This committee would be more confident 
of the ability of the FCC to resolve this matter if it had evidence 
that that expert body were exploring — solutions to the dilemma 
posed by the Daytimers’ petition. The members of this committee, 
of course, do not profess to have the technical competence to advise 
the Commission on the various possible solutions (although much of 
the difficulty apparently rests in the basic allocations po Icy a field 
in which Congress is surely capable of legislating). There are, 
however, some suggestions which have come to the committee’s 
attention which appear to merit serious consideration by the FCC. 

1. An increase in the number of frequencies in the broadcast band.— 
It has been suggested that with the present state of technology in the 
radio field it may be possible to reduce the width of each frequency 
in the broadcast band from the present 10 kilocycles to 8 kilocycles, 
thereby increasing the number of frequencies from 107 to 133.% This 
would, of course, permit a much larger number of stations to be on 

% It is th noting that, in a t invol a conflict between a M is clear-channel 
stn en re a a ey Pure enatan eome 
mended that New York station be grarited the right to continue broadcasting between 6 a. m. to 11 p. m. 
despite interference to the Minneapolis clear channel. The examiner based her decision on the 
that the New York station’s programing was sufficiently unique and important to pany its continued 
operation even though there are numerous other stations in New York. The examiner m: 
which seems appropriate to the subject of this report, that the rules promulgated by the FCC sh 
be adhered to slavishly if to do so would thwart the public interest and run counter to the responsibilities 
im on the Commission by the Congress. 

That this estion is advocated by some responsible radio poeple is indicated by the following dis- 
cussion from the hearings of the Committee on Foreign Relations on NARBA (July 8, 1953) p. 14: 

**Senator Ferguson. What broke the negotiations with Mexico? 

“Mr. Hype. It was difficult or us to find out precisely. I am not sure we did find precisely what their 
main trouble was. The Mexicans asserted an interest in additional clear channels, three additional clear 
channels, for one thing. 

* Senator Fercuson. Would those clear channels have interferred with Amorica’s clear channels? 

~“Mr. Hype, Those clear channels would have had to have come from the standard broadcast band, 
every channel of which was occupied and no provision could be made for additional clear channels for 


Mexico except to remove authorized stations or perhaps, to create new channels by narrowing the separa- 
tions between channels, say ‘rom 10 kilocycles to 9, and I was going to mention in connection with your 
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the air on a full-time basis affording local service to hundreds of com- 
munities,which at the present have only daytime service. A member 
of the FCC testified that a new process had been developed recentl 
which could conceivably make such a change technically feasible 
(although there would still remain the problem of securing the agree- 
ment and participation of the other North, American countries to 
such a change.) ** 

2. Narrowing of other frequency bands and reassignment of additional 
airspace to standard radio.—Although the competition for airspace is 
keen, it may be possible to narrow some other bands (using techniques 
such as reducing trequency separation as discussed above) and re- 
assigning the space to the standard radio broadcast band. Even 
appreciating the needs of the other communications media for suffi- 
cient airspace, the need for every community to have its own radio 
station on a fulltime basis (or at least on the basis proposed by the 
Daytime Broadcasters Association) should be of high priority in the 
allocation of the air by the FCC. 

3. Reduce the power of the clear channels—Reduction of the power 
of the clear-channel stations would make it possible to assign more 
stations of a local character to full-time use because of the reduced 
interference from the clear-channel stations. 

4. Relocate the clear channels.—It has been contended that, even 
accepting the basic allocation policy of the FCC, it has been improperly 
employed by permitting a heavy concentration of clear-channel sta- 
tions in large metropolitan areas, particularly in the East. If the same 
number of clear channels were continued but spaced throughout the 
United States in a fashion better calculated to cover the so-called 
white areas, a greater number of local stations could be permitted to 
operate in a satisfactory manner. 

5. Break down the clear channels,—If the I-A clear channels were 
forced to divide the country into sections and 2 or possibly 3 were 
assigned to the same frequency, a substantial number of frequencies 
would be made available for additional regional or local stations, .The 
clear channels would still be protected in the areas assigned to them 
but the extravagance of protecting the great southwestern area of the 
United States for the signal of a New York City station, for example, 
would be eliminated. 

6. Deny the Daytimers’ petition. If there is no possible means of 
granting the request of the daytime stations, the Commission should 
deny the petition within a reasonable period of time in order that they 
may appeal to the courts or take their case to Congress. This situation 
seems to be a good example of where “justice delayed is justice 
denied.” 
question, Senator Ferguson, that at one time in the Conference a Mexican delegate did propose that. Then 
later, he withdrew his pro; , 

“When it was first proposed, we were inclined to oppose it, flatly. It would have meant that hundreds 
of stations would have to buy new equipment, make changes in their operations, which would cause certain 
dislocations after ao for the purpose of finding new channels for another government, 

Some members of the Canadian delegation, from a technical standpoint, showed some interest in it, 
but the chairman of the Canadian delegation became “7 much concerned about any such movement 
because he, as an engineer by early training and others felt that narrowing of the channels would lead to 
some deterioration of service. However, narrower channels are used in some other countries. I under- 
stand that narrower channels are used at least to some extent, in Europe. It would have required sub- 
stanti ocations, However, before the Mexicans withdrew from the Conference, they abandoned 
that project at that particular time, asserting that it would be necessary to got oumme revision of Peaadeesting 
wep ay in the countries south of Mexico before they would change the el vee madnentt. did 


t the Conference consider the possibility of creating new channels by narrowing the 
%*s Hearings, p. 180. 
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D. PROCEDURES OF THE FEDERAL COMMUNICATIONS COMMISSION 


Some concern over the procedures employed by the FCC was 
evidenced at the hearings and in the formal inquiries directed to the 
Commission by the chairman of the Special Subcommittee on Day- 
time Radio Broadcasting. The committee finds nothing in the pro- 
cedures described by the FCC that inherently discriminates against 
small businesses under Commission jurisdiction—it would appear that 
&@ more propitious use of them would, however, have resulted in 
determination of the daytime broadcasters’ petition, the Clear 
Channel Proceeding, and the Daytime Skywave case long ago. 

The suggestion was made that the Federal Communications Com- 
mission operate in divisions rather than in the present fashion, in 
which all seven members of the Commission act as a unit. The 
purpose of the suggestion, of course, was to achieve a more efficient 
utilization of the time of the individual members of the Commission. 
This committee has not made a sufficiently thorough study of the 
Commission’s procedures to recommend any specific changes but 
urges the Commission to give serious attention to expediting its 
tremendous workload. This committee is not shavmibathetip to the 
difficulties faced by the Federal Communications Commission and 
will do everything in its power to assist the FCC in seeking legislative 
reforms if those prove necessary. 


E, SUMMARY 


Despite (1) the age of the problem posed by the daytime radio 
stations’ petition (estimates range from 2% to 19 years), (2) the fact 
that even the opponents of the petition concede that the daytime 
stations and their audiences have a legitimate and important problem, 
and (3) the affirmative duty of the Federal Communications Com- 
mission under the statute creating that body to resolve problems of 
this nature in the best interests of the public, the issue of the hours of 
operation of daytime stations has reposed in an obscure pigeonhole 
in the FCC. The Commission halfheartedly offered a variety of 
reasons for its failure to act, but when they are all boiled down the 
FCC’s inaction is based upon the demands on its time and efforts by 
the “important and pressing’’ problems arising out of the growth and 
development of the television industry. From the testimony of 
nonradio witnesses and the numerous letters received by the com- 
mittee, it is clear that a vast group of people from small towns and 
rural areas would dispute the Commission’s view of the relative 
importance of television and daytime radio service. 

hus, the action of the FCC in this particular instance resulted in 
discrimination against small business, and is the basis for the com- 
plaints made by the daytime radio stations which were considered by 
our committee. Action on a legitimate request for additional rights 
y a group of relatively small businesses was shunted aside in favor 
of action on problems involving the “more important” segments of the 
industry; the status quo favoring the stronger elements in the in- 
dustry was preserved negatively by taking no action and affirmatively 
by imposing a “freeze’”’ pending consideration of the matter; and the 
burdens of a struggle on an important issue before an agency weigh 
far more heavily on the weaker and less well-organized members of the 
industry. 
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It should be clearly understood that the committee has absolutely 
no quarrel with the clear-channel stations which are the most vigorous 
opponents of the Daytimers’ request. Their opposition is most 
natural and to be expected. Granting the request would necessarily 
result in a diminution of the rights and benefits presently enjoyed by 
the clear channels. Your committee is, of course, not critical of their 
efforts to protect those rights and to defend themselves against a 
challenge to their position. Our criticism is directed, instead, at the 
Federal Communications Commission. 

Although the fundamental question of allocating the use of radio 
frequencies is one that could quite SpPrOPRIAtey be resolved by 
Congress, the Federal Communications Commission is better ort 
to render a decision in the particular cases involved here, if it will but 
do so. The committee is somewhat encouraged by the Commission’s 
assurances of active consideration and by reports that the Commission 
staff has been instructed to make the necessary studies upon which the 
Commission’s decision is to be based. However, the past flurries of 
activity in this matter unfortunately blew themselves out before any 
decision was reached. Numerous individual Members of Congress 
and congressional committees have urged prompt action by the Com- 
mission on this matter in the past, but all in vain. The devices 
available to Congress to require a commission to act are exceedingly 
limited. But, in your committee’s judgment, it is imperative that 
this matter be resolved within a reasonable period of time. If the 
Federal Communications Commission continues to avoid its respon- 
sibilities to make a decision in this matter, Congress may be compelled 
to resolve the issue. The committee does not make such a recom- 
mendation at this time but shall follow closely the progress made by 
the Commission in considering the Daytimers’ petition and, if positive 
action is not taken within a reasonable period of time, shall recommend 
to the Senate that legislation be enacted to resolve the problem. 


V. Tue “Freeze” on New Daytime Stations AND CHANGES IN 
ExistTinG STATIONS 


Of special interest to the committee is the “freeze” imposed on 
applications for new stations seeking the right to operate on fre- 
quem assigned to clear-channel stations and on changes in existing 

aytime stations operating on such frequencies. The basic reason 
for the “freeze,” first adopted in 1946 and continuously in effect in 
one form or another since that time, is to preserve freedom of action 
for the Federal Communications Commission in deciding the clear- 
channel and the Daytime Skywave Proceedings. The point is made 
that the Commission will be in a much better position to enforce 
whatever decision is made if numerous stations have not been assigned 
to the frequencies involved in those proceedings. Clearly, a decision 
would be easier to effectuate if great station dislocation were not in- 
volved, but the fundamental weakness in the justification for the 
“freeze’”’ is that it has been in effect for over 11 years and there is at 
present no indication of how much jonauee it will be necessary to keep 
it operative, since, according to the FCC, that will depend upon 
resolution of the clear-channel and daytime skywave cases. 

Some absurd results of the freeze were demonstrated in the sub- 
committee hearings. One station owner testified that his station in 
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Framingham, Mass., was required to sign off at his local sunset time 
while a New York City station, 200 miles closer to the dominant 8ta. 
tion in Fort Wayne, Ind., was authorized to sign off at local sunset of 
the Indiana station, 1 hour later. The FCC spokesman at the hear. 
ings observed that such a situation was unfortunate but, apparently; 
the Framingham station did not apply for the extra hour until after 
the freeze was instituted, while the New York station did apply.” 
The attitude of the FCC on this matter is clearly expressed in the 
following response to a suggestion by the special subcommittee of a 
possible amendment to the freeze to obviate such a ridiculous situa- 
tion as that described above: 


While amendment of the freeze, pending final decision, to 
permit the processing of applications of this sort, may seem to 
have a degree of allure when considered in terms of the facts 
of this individual case, it would, in our opinion, lead to a 
totally unmanageable administrative burden if the Com- 
mission were to consider exceptional treatment of an individ- 
ual station or stations in particular circumstances. We are 
unable to foresee any equitable basis on which to distinguish 
processible applications from those which should continue to 
remain under the general freeze. Each situation is in a sense 
unigue and a consideration of the equities on an ad hoc basis 
or the basis of some classification of the different kinds of 
circumstances in which applicants find themselves involves 
difficulties for which we are unable to envisage any practi- 
cable solution. In our view, it is necessary that we preserve 
the maximum freedom of action for such reallocation of 
clear-channel frequencies as may be found in the best interest 
of the public. To start a process of a limited breakdown of 
the freeze which would almost inevitably gain in momentum 
and in proportion, with the consequent increase of obstacles 
to clear-channel allocation revisions, would be decidedly 
inimical to the broader public interest and would progres- 
sively defeat the necessary purpose for which the freeze was 
instituted in the first place (hearings, p. 405). 


In the aeeead of your committee, this response is unsatisfactory. 
How can the Commission tell the owner of the Framingham station 
that he must forgo a most valuable hour of operating time during 
the choicest broadcasting time because the administrative burden 
of processing applications of this sort would be ‘“‘totally unmanage- 
able”? Is it not the duty of the Commission to make these decisions 
and to make them in the interest of the public? There can be no 
doubt that it is administratively easier for the Commission not to 
be faced by applications of this nature, but it would be even ‘easier 
if they left the radio-broadcast situation just as it is today and refused 
to process any applications for new stations or changes in existin 

operations on any frequencies. This committee is not persuade 

by the explanation of the FCC for continuing the broad freeze and 
urges that every effort be made to permit stations to have the max- 
imum rights possible, consistent with the principle of preserving for 
the FCC freedom of action in connection with the overall questions 
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involved in the proceedings involving clear-channel and daytime 
skywave. 

Another incident, brought to the attention of the committee by a 
witness at the hearings, involved an Illinois daytime station which 
for 4 years went on the air before sunrise under a mistaken interpreta- 
tion of its rights. Despite the fact that neither of the two dominant 
stations on the frequency had ever entered a complaint of interfer- 
ence from these operations, the FCC required the Illinois station to 
cease presunrise operations, The FCC did, however, advise the 
daytime station that, under Commission rules, it could continue 
its presunrise schedule if it secured approval from the dominant 
stations, which, of course, refused to grant such approval, A Com- 
mission policy which, in essence, permits the dominant station to 
decide whether the daytime station may go on the air prior to sunrise 
raises grave questions, The Commission advises, in formal response * 
to an inquiry from the special subcommittee, that requiring the 
dominant station to demonstrate intolerable interference would in- 
volve “major rulemaking” and “it would be more appropriate to 
consider such a change in the rules under the Clear Channel Proceed- 
ing, whose issues are sufficiently broad to cover the question.” This 
is persuasive except for the very practical fact that the Clear Chan- 
nel Proceeding was instituted in 1945 and is still being actively con- 
sidered by the Commission. In the meantime, the listeners of the 
Illinois station are deprived of the early-morning service they en- 
joyed for 4 years without any objection from the dominant stations 
ie in West Virginia and Oklahoma. 

Administrative procedures—or, at least, those of the FCC—need 
the most searching reexamination if they permit an agency to ignore 
or freeze reasonable requests for improved operating conditions on 
the ground that the matters involved are intertwined with a major 
rulemaking proceeding before the agency and then allow the agency 
to pigeonhole the rulemaking proceeding indefinitely. The technique 
of freezes or temporary suspensions of certain governmental activities 
is a useful one and in some circumstances absolutely essential, but 
a temporary suspension of applications for radio licenses for over 
11 years—with the end not in sight—is at best an abuse of the tech- 
nique and at worst a flagrant deprivation of the rights of individuals 
by an administrative agency. 


VI. Errect or INTERNATIONAL AGREEMENTS Upon tHe Daytime 
BROADCASTERS ASSOCIATION PETITION 


An issue of major importance in the consideration of the petition 
of the Daytime Decateneaian Association is the effect that granting 
the petition would have upon certain international agreements 
negotiated by the United States with other countries of North America. 

Since radio signals do not stop at national boundaries, it is apparent 
that some understanding among the various countries of a continent is 
essential to a mutually satisfactory use of the airwaves. Thus, in 
1937 the first North American regional broadcasting agreement 
(NARBA) was negotiated. This agreement, which was entered into 
by all North American countries, allocated the dominant station use 
of all frequencies of the standard-broadcast band among the various 
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countries and prescribed certain operating ground rules to be observed 
by the signatory countries. This agreement did not go into effect, 
however, until 1941, because of the refusal of Mexico to approve the 
agreement pending adoption of a supplemental bilateral agreement 
with the United States, known as the gentlemen’s agreement, which 
provides certain Mexican clear-channel stations greater protection 
than that afforded the clear channels of other participating countries, 
Interestingly enough, this gentlemen’s agreement, which requires no 
Senate ratification, contains no specified termination date and con- 
tinues in existence despite the facts that the original NARBA has 
expired and that tlere is currently no international agreement in force, 
due to the failure of the Senate of the United States to ratify the 
latest NARBA agreement, negotiated in 1950. 

Upon the expiration of the original NARBA 5 years after its effec- 
tive date, it was extended for an additional 3 years by an interim 
agreement which itself has expired by its own terms. In 1950 a 
second NARBA was negotiated and agreed to by the representatives 
of all North American countries, with the exception of Mexico. This 
agreement was submitted to the Senate by the President and referred 
to the Committee on Foreign Relations, where it is presently pending 
(Ex. A, 82d Cong., Ist sess.). Subsequent to the negotiation of the 
second NARBA, the United States negotiated with Mexico, and agree- 
ment between those two countries was reached in January of 1957; 
the Mexican agreement was likewise referred to the Senate by the 
President and, thence, to the Committee on Foreign Relations, where 
it is presently pending (Ex. G, 85th Cong., 1st sess.). Hearings were 
conducted by the Committee on Foreign Relations on the second 
NARBA in 1953, but no definitive action was taken. Additional 
hearings on NARBA and the Mexican agreement were held on July 
11 of this year. Despite the fact that these agreements have not been 
ratified, the appropriate governmental agencies in each of the signatory 
countries have, for all practical purposes, adhered to the terms of the 
agreements. 

The purpose of these international agreements, as indicated above, 
was to regulate the use of the 107 radio frequencies in the standard- 
broadcast band in the North American Continent. Of the 60 fre- 
quencies reserved for class I (clear-channel) stations, 45 were assigned 
to the United States; that is, the United States has the right to allo- 
cate those frequencies to stations which are entitled to dominant use 
of the frequency, conferring upon them protection from objectionable 
interference from other stations on the particular frequency, in 
accordance with specified engineering standards. The 1950 NARBA 
provides: 


Daytime operation in general means operation between 
the times of local sunrise and local sunset at the transmitter 
location of the station; however, in particular cases other 
hours for day-time operation may be established, either in 
the present Agreement or in bilateral agreements, between 
the respective Contracting Governments, taking into ac- 
count the location of the station it is intended to protect 
(subsec. A. 6. (a) of annex 2, NARBA). 


_ The 1957 Mexican agreement declares flatly that assignments by 
either country of class II (daytime) stations on clear-channel fre- 
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uencies of the other country will be subject to, among others, 
limitation to the hours between sunrise and sunset at the location of 
the daytime station. ve 

Those who opposed the petition of the Daytimers stressed the 
international obligations of our country and pointed to the chaos 
likely to result from any efforts on the part of the United States to 
ignore its responsibilities under these agreements, due to reprisal 
action certain to be taken by the other parties to the agreements. 

It was brought out at the hearings that, in preparation for the 
negotiations of the second NARBA and the Mexican agreement, 
those favoring a change in the hours of operation of daytime radio 
stations were afforded ample opportunity to present their views to 
the United States negotiating team. Apparently, there was con- 
siderable sympathy for the pleas of the daytime spokesmen, but, as 
pointed out in the letter from the Secretary of State to the President, 
dated March 4, 1957, transmitting the second NARBA: 


Moreover, some of the United States daytime-only op- 
erators had hoped that agreement could be reached for more 
extensive nighttime use by United States stations of the 
Mexican clear channels than it was in fact possible to secure 
without consenting to additional Mexican use in Mexico of 
United States clear channels. Such use proposed by Mexico 
would have resulted in interference to the United States clear 
channels completely out of proportion to the interference 
which United States secondary use would cause to the Mexi- 
can clear channels. The United States wanted protection 
for its clear channels within the United States only, whereas 
Mexico wanted protection for its clear channels in both 
Mexico and the United States. The United States was not 
prepared so to agree. 


Those favoring the DBA petition contend that, despite their keen 
disappointment at the failure of the United States negotiating team 
to secure additional operating rights for daytime stations and their 
displeasure at the effect of the so-called gentlemen’s agreement, they 
hoped, nevertheless, it would be possible for the Federal Communica- 
tions Commission to grant their request insofar as it relates to class 
I-A frequencies assigned to the United States. 

A further question raised by the chairman of the Special Subcom- 
mittee on Daytime Radio Broadcasting involves the general policy 
of making international agreements. Thus, a question was posed to 
the FCC inquiring as to whether it would not be desirable to have 
suspended the NARBA negotiations pending resolution of the serious 
allocation problem presented by the petition of the Daytime Broad- 
casters Association. ‘The Commission, in response,” advised that the 
Committee on Interstate and Foreign Commerce had, by formal 
notification, instructed the Commission not to conclude its considera- 
tion of the Clear Channel Proceeding prior to negotiation of NARBA; 
that, in any event, a rigid predetermined position could not have 
assisted in negotiations with sovereign nations on such a matter as 
the use of radio frequencies. Further, the Commission observed 
that the terms of the NARBA agreement afford considerable flexi- 
bility “in the discretion of each country enjoying the priority use of a 
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class I-A clear channel as to the mode of utilizing such channels,” 
This is quite correct, but the point raised by the Daytimers goes to 
the flexibility of the use of Mexican clear channels by United States 
daytime stations. 

This committee recognizes fully the spirit of compromise in which 
all international negotiations must be conducted; however, it has been 
contended that, in this particular instance, the negotiating team 
representing the United States in the bilateral discussions with Mexico 
might well have fared better with respect to the use of Mexican clear 
channels by United States daytime stations had it been able to point 
to a formal record indicating Commission concern over the operating 
restrictions and limitations on all daytime-only stations operating 
within the United States. 

It appears to your committee that a sincere effort was made to 
secure additional rights for daytime broadcasting stations in the 
international agreements, but that the FCC was ill advised to freeze 
into international agreements an important limitation on the hours of 
operation for daytime radio stations while a petition involving that 
very point was then actively before the Commission for decision. It 
appears, further, to your committee that there is nothing in the 
agreements presently awaiting ratification by the Senate which 
would preclude the FCC from granting the relief sought by the day- 
time stations with respect to class I-A frequencies assigned to the 
United States, and the North American countries other than Mexico, 


VII. Toe Community Broapcasters Casp 


Another instance of the Federal Communications Commission’s 
attitude toward a group of small radio stations operating under FCC 
jurisdiction is the experience of the Community Broadcasters Asso- 
ciation, a group of radio stations operating with a maximum power of 
250 watts on 6 channels set aside for local stations (class IV). These 
stations believed that service to their areas could be improved by an 
increase in authorized power to 1,000 watts, with no corresponding 
increase in the level of interference because all stations in this group 
would be in position to increase their power by the same amount, 
thereby maintaining the present signal-to-interference ratio, The 
Community Broadcasters filed a petition with the FCC in April of 
1956 requesting authority to increase their power to 1,000 watts, 
By April 1957, when the hearings held by the Special Subcommittee 
on Daytime Radio Broadcasting of this committee were scheduled, 
the FCC had taken no action on the petition. There had been no 
hearing, no request for views from interested parties, no announcement 
of any proceedings in the matter, and there was no indication that the 
Commission or its staff was working on the question. 

The Community Broadcasters requested that they be permitted to 
appear before the special subcommittee to present their story. Since 
their experience seemed pertinent to the inquiry being conducted 
into the FCC’s handling of the daytime petition, permission was 
readily granted, and the FCC was notified by the subcommittee of 
the additional matter to be considered at the hearings. The day 
before the hearings were to commence the Community Broadcasters 
Association advised the subcommittee that it had been notified that 
the FCC was going to schedule action on its petition and, accordingly, 
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the association wished to be excused from testifying. The Community 
Broadcasters did not appear at the subcommittee hearings, but it 
seems more than coincidental that their petition was ignored for over 
a year and that the Commission decided to consider it the day before 
hearings were to begin on the matter by a subcommittee of Congress. 


VIII. Conciusions aND RECOMMENDATIONS 


Based upon the hearings by the Special Subcommittee on Daytime 
Radio Broadcasting, the numerous communications received by the 
committee, and independent study of the problems raised by the 
petition of the Daytime Broadcasters Association, the committee has 
reached the following conclusions: 

1. The Daytime Broadcasters Association has raised a proper and 
legitimate question concerning the basic policy governing the alloca- 
tion of radio frequencies in the United States. This problem is com- 
plicated by engineering considerations, questions involving interna- 
tional relations, and economic, public-service, and listener-preference 
factors. 

2. The failure of the Federal Communications Commission to act 
on the issues raised by the petition of the Daytime Broadcasters is 
founded primarily upon the Commission’s belief that the problems of 
the growth and development of the television industry merited more 
immediate attention and the time and talent of the Commission and 
its staff. The inaction of the Federal Communications Commission 
in this matter is unwarranted and inexcusable. 

3. The need of local communities for satisfactory radio service 
merits a high priority in the allocation of the relatively small number 
of radio frequencies available in the standard broadcast band. 

4. One of the most significant results of the variable sign-on and 
signoff times of daytime stations has been the inability of numerous 
local small businesses to obtain advertising time on the radio stations 
serving their communities. The committee is aware, of course, that, 
under the present allocation and assignment of frequencies, an exten- 
sion of the hours of operation of daytime stations would, in all prob- 
ability, raise significant engineering problems. 

5. The Federal Communications Commission has taken a negative 
attitude in its discussion of the problems posed by the request of the 
daytime radio stations for eattailied and stabilized | hours of operation. 

6. The action of the Federal Communications Commission in 
imposing a “freeze” upon the assignment of new daytime stations to 
United States clear channels and against changes in existing stations 
assigned to those frequencies, may have been the easiest course 
administratively, but it is too broadly drawn and has been admin- 
istered in a fashion that has discriminated against most daytime sta- 
tions and their many listeners. 

7. In negotiating the various international agreements affecting 
the use of the airwaves in North America, the Federal Communica- 
tions Commission and the Department of State quite properly sought 
the views of all segments of the industry, including the daytime radio 
stations. Even if the bilateral agreement with Mexico is ratified b 
the Senate, there is nothing in that or any other agreement which 
would preclude the Federal Communications Commission from grant- 
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ing the request of the daytime stations with regard to frequencies 
other than Mexican clear channels. 

8. Some confusion was occasioned by communications from the 
former attorney for the Daytime Broadcasters Association requesting 
delays by the Federal Communications Commission and by virtue 
of the two amendments to the petition filed by that group. 

9. The Committee on Interstate and Foreign Commerce of the 
Senate in no way delayed the action of the Federal Communications 
Commission in this matter prior to May 1948 and subsequent to 
January 1950, although during the interval there was a clear intimation 
that a decision should not be reached by the FCC, at least insofar 
as the “superpower” aspect of the Clear Channel Proceeding was 
concerned, Since January 1950, the attitude of the Commerce Com- 
mittee has clearly been that the Clear Channel and Daytime Skywave 
Proceedings should be concluded as quickly as possible. 

10. The Federal Communications Commission has not been treated 
harshly by Congress insofar as appropriations are concerned. 

11. The Community Broadcasters Association petition for authority 
to increase power from 250 watts to 1,000 watts, which had lain 
dormant for over a year, was scheduled for active consideration only 
after this committee scheduled hearings into the causes of the delay 
by the Federal Communications Commission. 

12. The Federal Communications Commission has placed undue 
reliance upon the engineering data and theories of radio-signal propaga- 
tion and interference, and has given insufficient attention to the more 
practical question of actual radio-listener preference and practice. 

13. There is a general tendency on the part of regulatory agencies 
to favor the dominant members of the industry they are set up to 
supervise which requires conscious and deliberate effort on the part 
of members of the commissions and boards and their staffs to overcome. 


Your committee therefore makes the following recommendations: 

1. The Federal Communications Commission should actively con- 
sider the petition of the daytime broadcasters and the Clear Channel 
and Daytime Skywave Proceedings as expeditiously as possible, 
The Commission should devote a substantial portion of its time and 
its staff’s time to the resolution of these longstanding matters. 

2. The Federal Communications Commission should not, in these 
particular proceedings and in all other matters involving the promul- 
gation of rules of general applicability, regard them as “adversary 
proceedings” in which the decision of the Commission is to be gov- 
erned solely by the strength of the cases presented by the competing 
interests. Rather, the Commission should utilize its own judgment, 
technical competence, and ingenuity, and that of its staff, in reach- 
ing decisions which are best calculated to promote the interests of 
the public. 

3. The Federal Communications Commission should either modif 
the “‘freeze,’”’ pending final determination in the matters here involved, 
or administer it in a manner which would permit the daytime radio 
stations to provide the maximum amount of service to their audiences 
consistent with the Commission’s stated desire to retain “freedom 
. action” in disposing of the basic allocation problems pending be- 
ore it. 

4. The Federal Communications Commission should secure data, 
either by use of its own staff and facilities or through contract with 
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competent, established listener-survey companies, indicating the 
references and the listening habits of the people located in the so- 
called white areas. 

5. The Federal Communications Commission is requested to advise 
this committee by January 7, 1958, what, if any, progress has been 
made in the consideration of the Clear Channel and Daytime Skywave 
Proceedings and the Daytime Broadcasters Association petition for ex- 
tended hours of operation. In addition, this committee would like to 
receive status reports every 60 days thereafter until such time as the 
matters are finally determined or until the committee otherwise 
requests. 

6. In the event the Federal Communications Commission does not 
give evidence of its intention to pursue an active course in the consider- 
ation of these problems, or if decisions have not been rendered within 
a reasonable period of time, this committee will consider recommending 
to the appropriate committees of Congress that they consider legisla- 
tion to dispose of the questions involved in the proceedings pending 
before the Commission. 

7. The Federal Communications Commission and the appropriate 
committees of Congress should reexamine the procedures used by the 
Commission in handling petitions for changes in Commission rules of 
general applicability, with a view to a more equitable distribution of 
effort among the various segments of the industry and with a view to 
expediting the Commission’s consideration of such petitions. 
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STATEMENT OF THE CHAIRMAN 


There were 84 Senate bills, 7 House bills, 3 Senate joint resolutions, 
1 House joint resolution, 6 Senate resolutions, and 10 nominations 
referred to the committee. Of thse, 15 bills and resolutions and 10 
nominations were reported to the Senate. The Senate acted favorably 
on 14 measures and 10 nominations which were reported by the 
committee. 

The recorded activities of the committee are covered in the sum- 
mary which follows. The summary includes an account of all bills 
and resolutions acted upon by the committee either through hearings 
or reports, as well as additional legislative studies completed or in 
process during the 1st session of the 85th Congress. 


J. W. Foursricut. 
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SepTemBer 19, 1957.—Filed under authority of the Senate of August 29, 1957, 
and ordered to be printed 





Mr. Futsricut, from the Committee on Banking and Currency, 
submitted the following 


REPORT 


Bills and resolutions reported by Senate Banking and Currency Committee, 
85th Cong., 1st sess. 





No. Description Senate Re- Final action 
port No. 
Increased loan authority for SBA................. 12 | Public Law 85-4. 
Increased FNMA authorization................... % | Public Law 85-10. 
Financial Institutions Act of 1957................. 121 | Passed Senate. 
Anglo-American Financial Agreement............- 166 | Public Law 85-21, 
Increased FNMA authorization for mortgages 194 | Passed Senate. 
insured under title VIII. 
Citing Edward A, Hintz for contempt of the 232 Do. 
Senate. 
Extension of Export-Import Bank.--.............-. 331 | Public Law 85-55, 
TT 8 aaa eee 368 | Public Law 85-104. 
Increase in SEC Regulation A offering limits.....- 438 | Passed Senate. 
VA direct loan program.__................-.. 464 | Vetoed. 


Temporary extension of VAMCP. 


527 | Public Law 85-66. 
.| Extend Small Business Act 





597 | Public Law 85-120. 








Increase fees charged on exchanges and over-the- 605 | Passed Senate. 
counter market. 
Ue Lc ccinducush sab mendontes 700 | No action. 
Transfer of housing projects in Decatur, Ill........ 1043 | Public Law 85-234. 
1 Became public law. 


SpecraL Reports OF SENATE BANKING AND CURRENCY COMMITTEE FOR THE 1ST 
SESSION, 85TH CONGRESS 


Staff report, Income and Housing, January 24, 1957 (committee print). 

Central Banking Practices and the Economy of Western Europe, February 7, 
1957 (committee print). 

Supplemental Report of the Securities and Exchange Commission on S. 2054, Feb- 
ruary 11, 1957 (committee print). 

Report on Review of Voluntary Agreements Program, Stockpiling, submitted by 
the Attorney General, February 13, 1957 (committee print). 

Review of Military Housing Programs, April 12, 1957 (S. Rept. 231). 

Report on Review of Voluntary Agreements Program, Titanium Metal Industry, 
submitted by the Attorney General, May 20, 1957 (committee print). 

Report on Review of Voluntary Agreements Program, Nickel Industry, sub- 
mitted by the Attorney General, August 9, 1957, together with a report from 
the Director of the Foreign Petroleum Supply Agreement (committee print). 
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2 SUMMARY OF ACTIVITIES 


FULL COMMITTEE ACTIVITIES 
INVESTIGATION OF ILLINOIS BANKING SITUATION 


HISTORY OF INVESTIGATION 


In July 1956 the Illinois State auditor, Mr. Orville E. Hodge, was 
alleged to have stolen approximately $1.5 million (total amounts 
stolen or otherwise misappropriated were later shown to be nearer 
$2.5 million, according to official State audit reports). He had ap- 
parently carried out much of the thefts by causing fraudulent State 
warrants to be cashed at the Southmoor Bank & Trust Co., a federally 
insured State bank located in Chicago. It also developed that Hodge 
had secretly acquired a large block of stock in a bank for which he had 

ranted a charter. This was the Bank of Elmwood Park, another 
ederally insured bank in the Chicago area. 

On July 19, 1956, the committee chairman instructed two members 
of the committee staff to make a preliminary inquiry into the dis- 
closures of these practices as they related to the role of the Federal 
Deposit Insurance Corporation and other matters within the juris- 
diction of the committee. On July 27, 1956, after hearing a report 
of the preliminary staff investigation, the committee unanimousl 
approved a resolution authorizing an investigation of the Illinois 
banking situation and other matters in the committee’s jurisdiction, 
The committee also authorized the holding of hearings on this subject 
outside the District of Columbia. 

Developing information on the two federally insured banks as they 
were affected by the activities of the Illinois State auditor’s office led 
the committee also into the operations of the Illinois offices of State 
treasurer, Cook County treasurer, and Cook County public adminis- 
trator. These latter officers held the authority to allocate deposits 
of publicly controlled funds and granted large, low-interest. or inter- 
est-free deposits to the two banks involved. Coincidentally, it was 
found that these banks and officials of these banks had made contri- 
butions to those having the authority to allocate such funds for 
deposit. 

he committee held hearings in Washington, D. C., on September 21 
and 25, 1956, at which officials of the FDIC testified on their dealings 
with the officials of the Elmwood Park and Southmoor Banks and 
with other persons, including State officials, involved in the affairs 
of those two banks. The committee then held hearings in Chicago 
on October 8, 9, 10, 11, 12, 15, 16, 18, and 19, 1956. At these hearings 
the committee received the testimony of persons who had had dealings 
‘vith the two banks or possessed knowledge of State Auditor Hodge's 
operations and their ramifications in other Illinois State and county 
offices brought to light by the investigation. 


DIGEST OF LEGISLATION RESULTING FROM INVESTIGATION 


Legislation resulting from the committee’s investigation of the 
Tilinois banking situation was included in the bill (S. 1451) known 
as the Financial Institutions Act of 1957, which was passed by the 
Senate March 21, 1957. This measure contains six reforms recom- 
mended as a result of the committee’s Illinois inquiry. These are 
provisions to— 
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(1) Strengthen the procedures by which Federal authorities 
can remove bank officials who have engaged in unsound practices 
(sec. 29 of titles I and IT). SE: 

(2) Strengthen the procedures for terminating insurance of 
banks which have engaged in unsound practices (sec. 29 of 
title III). , : 

(3) Permit faster recovery of federally insured bank deposits 
in the event of a bank failure or closing (sec. 30 (a) of title III). 

(4) Regulate conflict-of-interest situations by making it un- 
lawful for any employee of a Federal supervisory agency, without 
prior approval of the agency, to accept employment in any bank, 
savings and loan association, or Federal credit union which has 
dealings with the agency, within 2 years after terminating his 
employment with the agency (sec. 8 (b) of title T; sec. 38 (1) of 
title If; sec. 40 (d) of title IIT; sec. 19 (b) of title IV; sec. 21 of 
title VII). 

(5) Require the record owner of stock in a federally insured 
bank to notify the appropriate Federal banking agency of the 
name of the beneficial or equitable owner of more than 5 percent 
of the bank’s stock. In the case of stock held in a trust, this 
requirement could be satisfied by filing a copy of the trust instru- 
ment. The record owner would also be required to ey any 
change in the stock holdings by such beneficial or equitable owner. 
The transferee of any such stock would be required to cause his 
name to be listed as the record owner thereof (sec. 23 of title 1} 
sec. 23 (g) of title II; sec. 27 (b) of title IIT). 

(6) Make it unlawful for any institution insured by the FDIC 
or the FSLIC or any employee, officer, or director of such insti- 
tution to make any gift, gratuity, or contribution to any official 
who exercises supervisory or regulatory powers over such institu- 
tion or who has direct authority to deposit public moneys or 
trust funds or to any person who is a canditate for an office 
having any of such powers. However, this provision does not 
apply to bona fide contributions made to a political committee 
for the purpose of supporting a general ticket ‘in an election. 
Also, any institution insured by the FDIC or the FSLIC would 
be prohibited from making a contribution or expenditure in con- 
ors any election to any political office (sec. 803 (i) 
and (j)). 


CITATION OF EDWARD A. HINTZ FOR CONTEMPT OF THE SENATE 
[S. Res. 124] 
History or Reso.vuriron 


During the committee’s investigation into the Illinois banking sit- 
uation in the fall of 1956, three witnesses were brought before the 
committee from the Illinois State Penitentiary at Stateville-Joliet, 
Ill., pursuant to a writ of habeas corpus ad testificandum. This writ 
was Issued out of the United States District Court for the Northern 
District of Tlinois. 

One of the witnesses, Edward A. Hintz, objected to the conditions 
prescribed by the committee for the hearing, and refused to testify 
except under the following conditions: 
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While he was in the room, television cameras must be turned off; 
and while he was testifying motion-picture cameras, re and 


other recording equipment must not be operated and still p 
graphs must not be taken anywhere in the room. 
The committee did not accept these conditions, and the witness refused 
to be sworn or to answer any questions. 

Senate Resolution 124, citing Mr. Hintz for contempt of the Senate 
because of his refusal to testify, was reported by the committee to the 
Senate on April 15, 1957 (S. Rept. No. 232). It was passed by the 
Senate on May 16, 1957. 

The mapots has been certified to the office of the United States 
attorney for the northern district of Illinois, and the matter is pending 
in that office. 

The committee also opposed a motion in the United States District 
Court for the Northern District of Illinois, eastern division, by Ed- 
ward A. Hintz to quash the writ of habeas corpus ad testificandum. 
This motion was denied by the district court on October 19, 1956. An 
appeal by Edward A. Hintz to the United States Courtof Appeals for 
the Seventh Circuit from this decision was opposed by the committee, 
by submission of a brief and by oral argument. That court ruled, 
on June 28, 1957, that the appeal was moot and that the motion to 
quash the writ of habeas corpus ad testificandum should be dismissed 
without prejudice. In these proceedings the committee appeared and 
was represented by the committee counsel, pursuant to Senate Resolu- 
tion 262, 70th Congress, 1st session. 


10to- 


Digest or RESOLUTION 


Senate Resolution 124 provided for the certification to the United 
States attorney for the northern district of Illinois of the report of 
the committee (S. Rept. No. 232) as to the refusal of Edward A. Hintz 
to answer questions before the committee, to the end that he might be 
proceeded against in the manner and form provided by law; namely, 
contempt proceedings under sections 102 and 104, Revised Statutes 
(2 U.S. C. 192, 194). 


BANKING LEGISLATION 


Srupy or Banxine Laws 


On July 20, 1956, the committee chairman authorized Senator A. 
Willis Robertson to conduct a study of the Federal statutes governing 
financial institutions and credit. The need for such a study was evi- 
denced by the fact that the last major revision of the statutes governing 
banks was incorporated in the Banking Act of 1935, and that there 
had been no review of the statutes governing savings and loan asso- 
ciations and credit unions since the original laws were enacted in the 
early 1930's. Since that time there has been a tremendous growth in 
our economy and corresponding changes in the financial needs of the 
people of our country. The Congress has enacted several constructive 
pieces of financial legislation during this period—the Bank Holding 
Company Act of 1956 being a good example. However, these statutes 
were enacted on a piecemeal basis without consideration being given 
to the overall situation. 
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The study had two fundamental objectives: (1) To remove obsolete 
provisions from the statutes so as to make them more workable and 
understandable, and (2) to add new authority in areas where there 
was wide agreement that such action was necessary to meet modern- 
day conditions. However, the study did not attempt to deal with the 
field of broad credit and monetary policies, nor was it intended to 
consider fundamental changes in the structure of the supervisory 
agencies and their relation to each other and to other Government 
agencies. 

“The Comptroller of the Currency, the Board of Governors of the 
Federal Reserve System, the Federal Deposit Insurance Corporation 
the Federal Home Loan Bank Board, and the Federal Bureau o 
Credit Unions were advised of the committee’s study and its objectives. 
Each of the agencies was requested to review its statutory authority 
and to make appropriate recommendations. 

To assist the committee in this undertaking, a 27-man Advisory 
Committee was appointed. The Advisory Committee, headed by 
Kenton R. Cravens, of St. Louis, consisted of experts representative 
of every segment of the financial field subject to Federal regulation. 
The Advisory Committee was requested to analyze the existing stat- 
utes and the recommendations of the agencies for the purpose of 
making appropriate recommendations for new legislation. 

In conjunction with the study, the committee staff, with the coopera- 
tion of the Government agencies concerned, prepared a compilation 
of the Federal statutes governing financial institutions and credit. 
For the first time, this compilation made available in 1 volume all 
the Federal laws governing the 5 supervisory agencies and the insti- 
tutions subject to their regulation. In October 1956 the Federal agen- 
cies submitted over 175 recommendations for amendments to the 
existing statutes. These recommendations were compiled and printed 
in book form. 

On November 9 and 10, 1956, the committee, with Senator Rob- 
ertson as acting chairman, held public hearings to receive the oral 
testimony of the Federal agencies concerning their recommendations. 
The Advisory Committee participated with the committee in these 
hearings and were permitted to question the representatives of the 
various agencies. 

After the conclusion of these hearings, the Advisory Committee, 
working through its five subcommittees, prepared a final report for 
the committee. This report commented on each of the recommenda- 
tions of the Federal agencies plus suggestions received from other 
sources. The Advisory Committee’s comprehensive report covered 
well over 200 legislative proposals, 

On the basis of the agencies’ recommendations, the Advisory Com- 
mittee report and the views of various organizations and individuals 
a committee-print bill was prepared. The committee-print bill served 
as a basis for public hearings held in January and February 1957 
and resulted in the bill (S. 1451) known as the Financial Institutions 
Act of 1957. The provisions of S. 1451 are discussed below. 
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FINANCIAL INSTITUTIONS ACT OF 1957 
{S. 1451] 


To amend and revise the statutes governing financial institutions and credit 


History or Bru 


S. 1451 is the result of the committee’s study of the Federal statutes 
governing financial institutions and credit. (See above.) Public 
hearings were held on November 9 and 10, 1956, on the Government 
agencies’ suggested amendments, and from January 28 to February 
18, 1957, on the committee-print bill which served as the basis for 
S. 1451. It was reported favorably to the Senate on March 4, 1957 
(S. Rept. No. 121) and passed the Senate with amendments on 
March 21, 1957. The bill was referred to the House Committee on 
Banking and Currency on March 25, 1957, and public hearings were 
held in July and August 1957, but no final action was taken. 


Summary or Magor Provisions or Brin 


S. 1451 is divided into eight titles. Titles I, II, and III consist of 
a codification of the laws relating to national banks, the Federal 
Reserve System, and the Federal Deposit Insurance Corporation, re- 
spectively. Titles IV, V, and VI revise the laws relating to the 
Federal Home Loan Bank Board, Federal Savings and Loan Associa- 
tions, and the Federal Savings and Loan Insurance Corporation. 
Title VII deals with Federal credit unions, and title VIII contains 
miscellaneous amendments. There follows below a summary of the 
major substantive changes proposed in the bill. 


TITLE I—NATIONAL BANK ACT 


Section 5. Deputy Comptrollers 


This section authorizes the appointment of 5 Deputy Comptrollers 
of the Currency rather than the 3 provided in the present law. 


Section 8. Conflicts of interest prohibited 

Subsection (b) of this section makes it unlawful for any employee 
of the Office of the Comptroller to accept employment in any national 
or District bank within 2 years after terminating his employment 
with the Comptroller, except upon approval of the Comptroller. For 
conviction of any violation of this subsection, a maximum penalty of 
a $10,000 fine or 5 years imprisonment, or both, is prescribed. 
Section 20. Preferred stocks 

This section revises the present law regarding the issuance of pre- 
ferred stock by a national bank. The new provision permits pre- 
ferred stock to be issued if it is authorized in the articles of associa- 
tion of the bank and approved by the Comptroller of the Currency 
after being determined oe him that this is the most practicable meth- 
od of obtaining desired and needed additional soak: The approval 
of the owners of two-thirds of the common stock of the bank is also 
required. 
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Section 21. Dividends 

Subsection (b) of this section TegHunes the Comptroller’s approval 
as a condition to the declaration of dividends if the total dividends 
declared in any calendar year exceed the total net —— of the bank 
for that year plus the bank’s retained net profits for the 2 preceding 
years, minus required transfers to surplus or a fund for the retirement 
of any preferred stock. 
Section 22. Shareholders’ list 

Subsection () of this section requires the president or cashier of 
a national bank to notify the Comptroller immediately of any single 
transaction recorded on the bank’s stock transfer record involving the 
purchase or sale of 10 percent or more of the outstanding shares of 
the association. 
Section 23. Disclosure of stock ownership 

This section, as amended on the Senate floor, requires the record 
owner of stock in a national bank to notify the Comptroller of the 
name of the beneficial or equitable owner of more than 5 percent 
of the bank’s stock. In the case of stock held in a trust, this require- 
ment may be satisfied by filing a copy of the trust instrument. The 
record owner would also be required to report any change in the stock 
holdings by such beneficial or equitable owner. The transferee of any 
such stock would be required to cause his name to be listed as the 
record owner thereof. Persons convicted of violation of this section 
would be subject to a fine of not to exceed $5,000. 


Section 26. Cumulative voting 

Subsection (c) of this section makes cumulative voting in the elec- 
tion of national bank directors permissive rather than mandatory as 
under the present law. Thus, cumulative voting would be permitted 
only if the articles of association of the national bank authorized it. 
This provision is the same as S. 256, as passed by the Senate in the 
84th Congress. 
Section 29. Removal of officers and directors 

This section revises and strengthens the present procedure for the 
removal of a director or officer of a national bank. It is required 
that the hearing for removal shall be held in accordance with the 
provisions of the Administrative Procedure Act, except that the re- 
view by the court shall be upon the weight of the evidence. 


Section 31. Stock options 

Subsection (a) (9), which was added by an amendment on the 
Senate floor, authorizes national banks to have stock-option plans for 
their employees. The approval of the Comptroller and two-thirds 
of the shareholders is required. 
Section 82. Purchase of bank stock 

Subsection (b) of this section authorizes a national bank with the 
approval of the Comptroller to hold stock of another bank for not 


to exceed 90 days in connection with a merger or consolidation trans- 
action, 
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Section 33. Maximum loan limitation 


This section provides new limitations on the maximum amounts of 
loans on frozen foods, dairy cattle, and installment consumer paper, 


Section 36. Real-estate loans 

Subsection (c) of this section authorizes national banks to make con- 
struction loans for industrial or commercial buildings with maturities 
not exceeding 18 months. In addition, the aggregate amount of con- 
struction loans is increased from 50 percent of the bank’s capital to 100 
percent of capital and surplus. 

Subsection (e) of this section permits a national bank to make 9 
working capital loan to a manufacturing or industrial business and to 
take a mortgage as security without the transaction being classified as 
a real-estate loan. 


Section 37. Limit on bank’s indebtedness 

This section increases the amount of a national bank’s permissible 
indebtedness from 100 percent of capital to 100 percent of capital and 
surplus. 


Section 43. Investment in bank premises 

This section provides a new alternative limitation of 50 percent of 
capital and surplus to the present limitation of 100 percent of capital 
on the amount a national bank may invest in its bank premises, 


Section 48. Audit of banks 

Subsection (c) of this section, which was added by an amendment 
on the Senate floor, grants the Comptroller discretionary authority to 
require an independent audit of a national bank with the expense of 
any such audit to be borne by the bank. 


Section 51. State examination or license prohibited 

This section prohibits a national bank from being subjected to an 
examination by, or from being required to pay any fee to, any State 
agency in connection with the bank's authority to carry on any busi- 
ness it has a lawful right and power to conduct. 


Section 64. Conservators 

Subsection (j) of this section would permit the appointment of the 
Federal Deposit Insurance Corporation as conservator for a national 
bank when defalcation losses are sufficient to impair the capital account 
of a bank but the precise amount of the loss is not known. 


TITLE II—FEDERAL RESERVE ACT 


Section 7. Division of earnings 

Subsection (b) of this section would require each Federal Reserve 
bank, after payment of dividends and provision for such reserves as 
the Board may require, to transfer 10 percent of its annual net earnings 
to its surplus fund and to pay the remaining 90 percent of its net 
earnings to the United States as a franchise tax. 


Section 8. Federal Advisory Council 


This section limits the service of a member of the Federal Advisory 
Council to 6 consecutive terms of 1 year each: 
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Section 13 (b). Loans 

Section 13 (b) of the present Federal Reserve Act authorizing 
loans to business is repealed, and $27.5 million in section 13 (b) funds 
is returned to the Treasury. 


Section 17. Directors 

This section limits the service of directors of Federal Reserve banks 
to 2 consecutive terms of 3 years each and requires each director to be 
a resident of the district in which the Federal Reserve bank is located 
or reside within 50 miles of the bank. 


Section 23. Powers and duties of State member banks 
This section contains provisions dealing with the temporary holding 
of stock of another bank in a merger transaction, the maintenance of a 


shareholders’ list, and the disclosure of bank stock ownership, similar 
to the provisions in sections 82, 22, and 23 of title I, respectively. 


Section 24. Audit of member banks 


Subsection (c) of this section grants the Board discretionary au- 
thority to require an audit similar to subsection (c) of section 48 of 
title I. 


Section 28. Restrictions on officers and directors 


Subsection (e) of this section liberalizes the restrictions on borrow- 
ing by an officer of a member bank. 


Section 29. Removal of officers and directors 


This section revises the present law regarding removal of officers and 
directors of member banks and is similar to section 29 of title I. 


Section 38. Organization of the Board 

Subsection (h) of this section requires the Board to have its ac- 
counts audited at least once a year by certified public accountants and 
to make the reports of these audits available to the House and Senate 
Banking and Currency Committees. 

Subsection (i) of this section is a new conflict of interest provision 
for employees of the Board and the Federal Reserve banks and is 
similar to section 8 (b) of title I. 


Section 39. Audit of Federal Reserve banks 

Subsection (m) of this section requires that the reports of examina- 
tions of the Federal Reserve banks be transmitted to the House and 
Senate Banking and Currency Committees and requires the Board to 


take measures to insure that such examinations shall meet the highest 
standards of commercial audits. 


Section 44. Foreign branches 


Subsection (f) of this section authorizes the Board to permit for- 
eign branches to exercise such powers as may be usual in connection 
with the transaction of banking business in the place where the for- 
eign branch is located. 


TITLE ITI—FEDERAL DEPOSIT INSURANCE ACT 


Section 8. Audit of insured banks 


Subsection (b) of this section gives the Board discretionary au- 
thority to require an audit of insured banks and is similar to section 
48 (c) of title I. 








10 SUMMARY OF ACTIVITIES 


Section 23. Mergers and consolidations 

This section provides that all asset acquisitions by merger or con- 
solidation must have the prior written consent of (1) the Comptroller 
of the Currency, if the acquiring or resulting bank is a national bank: 
(2) the Federal Reserve Board, if the acquiring or resulting bank ig 
a State member bank; and (3) the Federal Deposit Insurance Corpo- 
ration, if the acquiring or resulting bank is a nonmember insured 
State bank. In granting or withholding consent to such transaction: 
in addition to the banking factors, the three agencies would be r ales 
to consider whether the effect of the acquisition would be to lessen 
competition unduly or tend unduly to create a monopoly. The agency 
having jurisdiction would be required to consult with the other two 
supervisory agencies on the competitive and monopolistic aspects of 
each acquisition in order to achieve uniform standards. The banking 
supervisory agencies would also be permitted, but not required, to re- 
quest the opinion of the Attorney General. This provision is the same 
as the language of S. 3911, 84th Congress, as passed by the Senate, 


Section 27. Shareholders’ list 
This section, dealing with the shareholders’ list of insured non- 


member banks and disclosure of beneficial owners of stock in insured 
nonmember banks, is similar to sections 22 and 23 of title I. 


Section 29. Termination of insured status 

This section revises and strengthens the provisions regarding the 
termination of insurance of nonmember insured banks for unsafe or 
unsound practices, 


Section 30. Payment to depositors by Corporation 

This section would assure depositors of the payment of their insured 
deposits whenever an insured bank has been closed for any reason with- 
out adequate provision being made for the payment of its insured 
deposits. 


Section 40. Conflict of interest 
Subsection (d) is a conflict of interest provision governing employ- 
ees of the FDIC and is similar to section 8 (b) of title I. 


TITLE IV—FEDERAL HOME LOAN BANK ACT 


Section 4. Advertising by uninsured members 

Subsection (d) of this section prohibits off-premise advertising of 
membership in the Federal Home Loan Bank System by an uninsured 
member, except pursuant to regulations by the Federal Home Loan 
Bank Board. 


Section 19. Officers and employees 
Subsection (b) of this section is ‘a conflict of interest provision ap- 
licable to employees of the Federal Home Loan Bank Board and the 
Federal Savings and Loan Insurance Corporation similar to section 
8 (b) of title 1. 
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TITLE V—FEDERAL SAVINGS AND LOAN ASSOCIATION ACT 


Section 4. Regulation of interest rates 

This section permits Federal savings and loan associations to re- 
ceive money in the nature of interest charges as allowed by applicable 
law to other lenders or as allowed by applicable law to any class of 
other similar mutual thrift institutions or as allowed by Board regu- 
lations. 
Section 5. Removal of officers and directors 

Subsection (d) (3) of this section provides for the removal of 


officers and directors of Federal savings and loan associations for 
unsafe or unsound practices and is similar to section 29 of title I. 
Section 6. Federal savings and loan branches 

This section provides that the Home Loan Bank Board may author- 
ize branch offices for Federal savings and loan associations only in 
States where branches are permitted for State savings and loan asso- 
ciations and mutual savings banks by State law or custom. This 
section is the same as S. 975, 83d Congress, as passed by the Senate. 


Section ?. Restrictions on associations’ directors and officers 


This section restricts dealings between an association and its officers 
and directors and is similar to section 28 (a)—(e) of title II of the bill. 


TITLE VI—FEDERAL SAVINGS AND LOAN INSURANCE CORPORATION 
ACT 


Section 402. Commumity property 

Subsection (b) of this section provides that where a husband and 
wife are holders of accounts in an insured institution in a community 
property State, they shall have the same benefits of insurance as per- 
sons in other States. 


Section 404. Insurance of accounts 
Subsection (c) of this section gives the Federal Savings and Loan 
Insurance Corporation greater discretion to reject the application of 
any applicant who does not meet the new proposed standards. 
balonstion (e) of this section requires prior approval of the FSLIC 
before any insured savings and loan association may merge or con- 
solidate. 
Section 407. Termination of insurance 


This section, providing for the termination of insurance because of 


— or unsound practices, is similar to section 29 of title III of the 
ill. 


Section 409. Regulation of holding companies 


_ This section is a new provision poeviin’ for the regulation of hold- 
ing companies in the savings and loan field. 


TITLE VII—FEDERAL CREDIT UNION ACT 


Section 7. Audits 


Subsection (b) of this section gives the Director of the Bureau of 
Federal Credit Unions discretionary authority to require audits of 
Federal credit unions and is similar to section 48 (c) of title L 
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Section 13. Officers 


This section prohibits compensation to any executive officer, except 
the treasurer of a credit union. 


Section 15. Maximum loan limit 


This section increases the unsecured loan limit for any one borrower 
from $400 to $500. 


Section 18. Dividends 

This section authorizes semiannual dividends and provides that the 
dividends shall be declared by the board of directors of the credit 
union rather than the members of the credit union. 


Section 21. Conflict of interest 

Subsection (i) of this section provides for conflict of interest regu- 
lations for employees of the Bureau of Federal Credit Unions and is 
similar to section 8 (b) of title L. 


TITLE VIII—MISCELLANEOUS AMENDMENTS 


Section 803. Political contributions 

Subsection (i) of this section makes it unlawful for any institution 
insured by the FDIC or the FSLIC or any employee, officer, or direc- 
tor of such institution to make any gift, gratuity, or contribution to 
any official who exercises supervisory or regulatory powers over 
such institutions or who has direct authority to deposit public moneys 
or trust funds or to any person who is a candidate for an office having 
any of such powers. However, this provision does not apply to bona 
fide contributions made to a political committee for the purpose of 
appeang a general ticket in an election. 

ubsection (j) prohibits any institution insured by the FDIC or 

the FSLIC from making a contribution or expenditure in connection 
with any election to any political office. 


HOUSING LEGISLATION 
FEDERAL NATIONAL MORTGAGE ASSOCIATION 


[H. J. Res. 209] 
[Public Law 85-10, approved March 27, 1957] 


To provide interim assistance through the Federal National Mortgage Associa- 
tion in relieving the shortage of funds for home loans, and for other purposes 


History or LEeGIsLATION 


House Joint Resolution 209 was introduced by Representative 
Spence on January 29, 1957, and after consideration the resolution 
was passed by the House of Representatives on February 20, 1957 
(H. Rept. 51). 

Concurrently, a companion resolution, Senate Joint Resolution 38, 
was introduced by Senator Capehart on January 23, 1957. pe 
were held on this resolution on February 6 and 7, 1957, and on Fe 
ruary 21, 1957, the Banking and Currency Committee reported a 
new bill (S. 1325) (S. Rept. 94). 
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The Senate amended House Joint Resolution 209 by substituting 
a provision of S. 1325 for those included in the House-passed measure. 
The Senate then passed House Joint Resolution 209 as amended on 
March 12, 1957, and the House of Representatives agreed to the Senate 
amendments on March 14, 1957. ‘The resolution was subsequently 
approved by the President on March 27, 1957, becoming Public Law 
85-10. 

Dicest or LecGistatTion 


Section 1 (a) and (b) of the resolution amended section 303 (d) 
and (e) of the National Housing Act to increase by $50 million the 
amount of FNMA preferred stock which may be held by the United 
States Treasury. Since FNMA may borrow $10 for every $1 of its 
capital and surplus, this $50 million increase in its capitalization en- 
abled it to borrow an additional $500 million.. This enabled FNMA 
to purchase an additional $500 million in FHA-insured or VA-guar- 
anteed mortgages. 

Section 1 (c) of the resolution amended section 304 (c) of the Na- 
tional Housing Act to increase from $1 billion to $1.35 billion the 
amount of FNMA obligations that may be purchased by the United 
States Treasury. This authorization permits the Treasury to provide 
interim financing for FNMA secondary market operations until 
FNMA is ready and able to sell its debentures in the private market. 

Section 2 of the resolution amended section 305 (e) of the National 
Housing Act to increase from $50 million to $100 million the revolv- 
ing fund for purchase by FNMA of FHA-insured cooperative hous- 
ing mortgages. The $5 million limitation on outstanding commitments 
per State was increased to $12.5 million per State. 

Section 3 of the resolution amended section 220 of the National 
Housing Act to clarify the intent of the Congress regarding the 
maximum insurable mortgage amount under section 220, As amended, 
the high-cost area allowance of $1,000 per room may be made applica- 
ble without regard to the number of rooms in the unit. (This provi- 
sion was originally introduced as S. 1056.) 


TECHNICAL AMENDMENT TO SECTION 220 OF NATIONAL HOUSING 
ACT 


[S. 1056] 


To amend the National Housing Act, as amended 
History or Buu 


S. 1056 was introduced by Senator Sparkman (for himself and 
Senator Capehart) on February 4, 1956. Hearings were held on the 
bill on February 6 and 7, 1957. 

The provisions of S. 1056 were subsequently incorporated into 
S. 1825 (S. Rept. 94), which bill was reported from the Senate Com- 
mittee on Banking and Currency on February 21, 1957; and these 
ara became section 3 of House Joint Resolution 209—Public 

aw 85-10, discussed above. 
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PURCHASE OF MILITARY HOUSING MORTGAGES 
{S. 1679] 


To increase the special assistance authorization available to the Federal Nationa] 
Mortgage Association for the purchase of mortgages insured under title VLII 
of the National Housing Act 


History or Brit 


S. 1679 was introduced by Senator Long (for himself, Senators 
Ellender, Butler, and Beall) on March 21, 1957. The bill was re- 
ferred to the Senate Committee on Banking and Currency and was 
considered during the open hearings relating to general housing legis- 
lation which were held between March 18 and April 3, 1957. The bill 
was amended by the committee and reported (S, Rept. 194) to the 
Senate on March 27, 1957. Subsequently, S. 1679, as amended, was 
passed by the Senate on March 29, 1957, and was referred by the House 
of Representatives to its Committee on Banking and Currency. 


Dicest or Birt 


This bill increased by $50 million the funds available to the Federal 
National Mortgage Association for purchasing mortgages insured 
by the Federal Housing Administration under title VIII of the 
National Housing Act and secured by military housing projects. 


HOUSING ACT OF 1957 
[H. R. 6659] 
[Public Law 85-104, approved July 12, 1957] 


To extend and amend laws relating to the prevision and improvement of housing, 
to improve the availability of mortgage credit, and for other purposes 


History or L&GIsLATION 


H. R. 6659 (H. Rept. 313) was reported as a committee bill on 
April 8, 1957, by the Committee on Banking and Currency of the 
House of Representatives and was ideianeantt passed by the House 
on May 9, 1957, and was referred to the Senate Eucla on Banking 
and Currency on May 13, 1957. 

Prior to the referral of H. R. 6659, the Senate Committee on Bank- 
ing and Currency held open hearings on March 18, 19, 21, 22, 25, 26, 
27, 28, April 1, 2, and 3, 1957, to consider general housing legislation. 
During these hearings testimony, statements, reports, and letters were 
received from many Federal agencies, individuals, and organizations 
on the following bills: S. 88, S. 467, S. 726, S. 912, S. 1090, S. 1230, 
S. 1479, S. 1515, S. 1531, S. 1553, S. 1569, S. 1609, S. 1618, S. 1633, 
S. 1694, S. 1711, and S. 1737. 

Following the open hearings and the referral of H. R. 6659, the 
committee considered H. R. 6659, H. R. 5603, and S. 1898 together 
with the other bills enumerated above. H. R. 6659, as amended by 
the committee, was reported (S. Rept. 368) to the Senate on May 20, 
1957. The bill was further amended on the floor of the Senate and 
was passed by the Senate on May 29, 1957. The bill then became the 
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subject of a conference between the Senate and the House of Repre- 
sentatives on June 26 and 27, 1957. The report of the conferees (H. 
Rept. 659) was adopted by the House of Representatives on June 28, 
1957, and by the Senate on July 1, 1957. The bill was approved by 
the President on July 12, 1957, becoming Public Law 85-104. 


Dicest or STATUTE 
TITLE I—FHA INSURANCE PROGRAMS 
LOWER DOWNPAYMENTS FOR SALES HOUSING 


Sections 101 and 102: Decreases minimum downpayment under 
FHA’s section 203 sales housing program, and under FHA’s section 
220 urban renewal housing program, to 3 percent of first $10,000, 15 
percent of next $6,000, and 30 percent of excess, Also increases the 
maximum loan under section 203 (i) to $8,000. 

Section 103: Retains present 5 percent minimum downpayment 
under section 222 (servicemen’s housing) ‘except where the down- 

ayment under section 203 (b) (as amended by the bill) would be 
ower, in which case the lower downpayment may also apply under 
section 222. 

Section 104: In establishing the lower downpayments permitted 
under the bill, the FHA Commissioner shall determine that they are 
in the public interest, taking into account (1) the effect upon the 
national economy and upon conditions in the building industry, and 
(2) the availability of GI loans. 


OTHER PROVISIONS RELATING TO FHA INSURANCE PROGRAMS 


Section 105: Amends title I (home improvement) law to establish 
a 2-year statute of limitations after which claims paid by FHA can- 
not be contested by FHA unless fraud or misrepresentation were 
involved. 

Section 106: Repeals section 203 (d) of the National Housing Act, 
an obsolete provision pertaining to insurance of mortgages on farm 
properties. 

Section 107: Amends section 204 of the National Housing Act to 
authorize the FHA to include in its insuracne payments amounts to 
cover certain expenditures by the mortgagee on foreclosed property, 
and to terminate payment of insurance premiums when application 
for insurance claim debentures is filed. 

Section 108: Amends sections 204 (d), 207 (i), and 803 (f) in order 
to delete obsolete previsions fixing maximum interest rates on FHA 
debentures. 

Section 109: Permits the high-cost area allowance ($1,000 per room) 
to be applicable without regard to the number of rooms per unit under 
FHA’s section 207 rental housing program. 

Section 110: Increases from $8,100 to $8,400 the maximum mortgage 
amount per family unit for FHA section 207 elevator structures for 
theelderly. Adds a special provision to make clear that single elderly 
persons as well as elderly families are eligible for occupancy. 

Section 111: Repeals section 207 (q), an obsolete FHA cooperative 
housing provision. 
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Section 112: Applies provision permitting termination of FHA 
insurance contract under certain circumstances to FHA sections 213, 
220, 221, and 222 mortgages. 

Section 113: Includes FHA sections 221 and 222 mortgage insurance 
funds in the FHA section 219 provision permitting transfer of moneys 
among insurance funds. 

Section 114: Amends section 223 of the National Housing Act to 
include section 222 (servicemen’s mortgage insurance) among the 
specified sections (presently secs. 203, 207, and 213) which may be used 
to insure loans made in connection with the sale of certain Govern- 
ment-owned housing. 

Section 115: Amends section 226 of the National Housing Act to 
authorize FHA to furnish the home buyer with its estimate of replace- 
ment cost, where a mortgage is based on replacement cost, in leu of 
the statement of appraised value now required. 


TITLE II—FEDERAL NATIONAL MORTGAGE ASSOCIATION 
SECONDARY MARKET OPERATIONS 


Section 201: Amends section 303 (b) of the National Housing Act 
relating to the amount of FNMA stock which a seller must purchase 
under FNMA’s secondary market operations. Under present law 
the amount of the required stock purchase cannot be Jess than 1 per- 
cent of the outstanding mortgage amount. By regulation the require- 
ment is currently 2 percent. The amendment made by this subsec- 
tion would establish the maximum stock purchase requirement at 2 
percent and retain the minimum at 1 percent. 

Section 202 (a) and (b): Increases Treasury stockholding by $65 
million, thereby increasing FNMA’s borrowing authority by $650 
million. 

Section 203: Increases to $2.25 billion (formerly $1.35 billion) the 
maximum amount of FNMA’s secondary market operation obligations 
which the Secretary of the Treasury can acquire. 


SPECIAL ASSISTANCE FUNCTION 


Section 204: Amends section 305 (b) of the National Housing Act 
to require that FNMA purchase special assistance mortgages at par 
until August 7, 1958. In addition, FNMA’s fees and charges on 
special assistance mortgages would be limited to a maximum of 1% 
percent. 

Section 205: Amends section 305 (c) of the National Housing Act to 
increase from $200 million to $450 million the amount of purchases 
and commitments of special assistance mortgages subject to the discre- 
tion of the President, and to delete the Presidential authority to use 
$100 million for the purchase of participation loans. 

Section 206: Increases from $100 million to $200 million the special 
assistance revolving fund for the purchase of FHA section 213 coop- 
erative housing mortgages. Would reserve $50 million for consumer- 
cooperatives. The present limitation of $10 million on outstanding 
commitments per State would be increased correspondingly to $20 
million, of which $5 million is reserved for consumer-cooperatives. 
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Section 207: Increases the revolving fund for the purchase of mili- 
tary-housing mortgages from $200 million to $450 million and ear- 
marks up to 7.5 percent of the fund for mortgages on housing for 
essential civilians at military research and development centers. 


TITLD III—SLUM CLEARANCE AND URBAN RENEWAL 


Section 301: Increases the present $900 million capital-grant con- 
tract authorization by $350 million. 

Section 302: Amends the Housing Act of 1949 to establish an alter- 
nate formula for computing Federal capital grants (three-fourths of 
a reduced net project cost instead of twe-thieds of present net project 
cost). City can elect which formula to use. 

Section 303: Amends section 106 (e) of the Housing Act of 1949 to 
increase from 10 to 12% percent the proportion of urban renewal cap- 
ital grant authorization that can be allocated to one State. 

Section 304: Amends section 106 (f) of the Housing Act of 1949 
to permit the HHFA to establish maximum payments for moving 
expenses up to $100 without requiring proof of the actual costs of such 
expenses by individuals and families. Increases the maximum relo- 
cation payments to business concerns from $2,000 to $2,500. 

Section 305: Amends section 110 (b) of the Housing Act of 1949 
to permit a local community to indicate in a submission separate from 
the urban renewal plan, the relationship between the urban renewal 
plan and overall local planning objectives. As finally worded, this 
provision required this relationship to be indicated in the urban re- 
newal plan itself. 

Section 306: Amends section 110 (d) of the Housing Act of 1949 
to extend to slum-clearance projects, under the 1949 act, the provi- 
sion now applicable to urban-renewal projects under the 1954 act, 
whereby the estimated costs of facilities offered as noncash grants- 
in-aid shall be deemed actual costs, if the construction of these facil- 
ities is not complete (and actual costs not known) at the time of final 
disposition of land in the project area. 

Section 807: Amends section 2 (5) of the United States Housing 
Act of 1937 to permit a local public housing agency to furnish admin- 
istrative facilities to the local urban renewal agency, at economic 
rent, in localities where the same agency administers both programs. 


TITLE IV—PUBLIC HOUSING 
LOW-RENT HOUSING 


Section 401 (a) : Increases income exemptions for admission to and 
continued occupancy of public housing. For families seeking admis- 
sion to public housing, the exemption would be $100 for each adult 
or minor dependent with no income, and up to $600 of the income of 
each member of the family other than the principal wage earner. 
For families desiring to continue occupying public housing, the exemp- 
tion would be either $100 or all or any part of the annual income for 
each minor of the family, $100 for each adult dependent member of 
the family having no income, and up to $600 of the income of any 
other member of the family other than the principal wage earner. 
(The former exemptions were: For admission, $100 for each minor 
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member of the family; for continued occupancy, $100 or all or any 
part of the annual income of each such minor. ) 

Section 401 (b): Raises the per-room-cost limits from $1,750 to 
$2,000 for regular units, and from $2,250 to $2,500 for elderly persons’ 
units. 

Section 401 (c): Requires public housing plans and specifications 
to follow the principle of modular measure in every case deemed 
feasible. 

DISPOSITION OF WAR-HOUSING PROJECTS 


Section 402 (a) : Extends until December 1, 1957, the time in which 
war-housing project CON N-6029 may be sold to the Housing Author. 
ity of Wethersfield, Conn. 

Section 402 (b): Authorizes and directs the HHFA, within 3 
months after enactment, to sell and convey housing project NEY- 
26021 to the Housing Authority of Las Vegas, Nev., for the price of 
$452,200. A downpayment of 5 percent is required at closing and 
the balance (secured by mortgage) to be paid over a 20-year period 
at an interest rate of 414 percent. 

Section 402 (c) : Directs HHFA to convey to the State of Louisiang 
war-housing projects LA-16011 and LA-16012, for the price of $300,- 
000, payable in 3 equal annual installments, provided the first such 
installment is paid within 60 days after enactment. 

Section 402 (d) : Authorizes and directs HHFA to sell war-housing 
project UTAH-42015, known as Verdeland Park, to the city of Lay- 
ton, Utah, for the price of $580,000 (without any downpayment) 
under a mortgage payable over a 10-year period at a 414 percent 
interest, provided conveyance is made within 90 days after enactment, 


TITLE V—MILITARY HOUSING 


Section 501: Amends section 803 (a) of the National Housing Act 
to extend the military housing program for 1 year, from June 30, 
1958, until June 30, 1959. 

Section 502: Makes the statutory maximum average of $16,500 per 
family unit for military housing applicable to each project rules 
than each mortgage. 

Section 503: Technical amendment eliminating the reference in 
existing law to specifically named statutes dealing with net floor area 
limitations, and providing instead that such limitations for military 
housing shall be the same as those generally prescribed (at the time 
plans and specifications are begun) for appropriated fund housing. 

Section 504: Eliminates “allowance for physical depreciation” as 
one of the factors used in determining the purchase price of ae 
Act military housing acquired under the 1956 Housing Act, as amend- 
ed, and substitutes “appropriate allowance representing the estimated 
cost of repairs and replacements necessary to restore the property 
to sound physical condition.” 


TITLE VI—MISCELLANEOUS 


COLLEGE HOUSING 


Section 601 (a): Increases the college housing loan authorization 
from $750 million to $925 million, which would include $25 million 
for loans to hospitals for housing student nurses or interns. 
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Section 601 (b): Amends section 404 (b) of the Housing Act of 
1950 to permit HHFA to make college housing loans to (1) hospitats 
for dormitories for student nurses. or interns, and (2) State authori- 
ties established to construct dormitory facilities for schools within a 
State university system. 


VOLUNTARY HOME MORTGAGE CREDIT PROGRAM 


Section 602: Extends the Voluntary Home Mortgage Credit Pro- 
gram until July 31, 1959. 


FARM HOUSING RESEARCH 


Section 603: Provides for a 2-year program of farm housing re- 
search, and authorizes $300,000 in each of ‘the fiscal’ years 1958 and 
1959 for research grants to land-grant colleges. 


EXCHANGE OF DATA 


Section 604: Directs HHFA Administrator to exchange with other 
nations data relating to housing and urban planning and develop- 
ment, where he deems such an exchange beneficial to the programs of 


the HHFA. 
DISCOUNT CONTROL 


Section 605: Requires the FHA Commissioner and the VA Admin- 
istrator to issue regulations relating to the control of discounts on 
Government-supported mortgages. 


URBAN PLANNING GRANTS 


Section 606: Authorizes HHFA to make urban planning grants 
to official governmental planning agencies for areas threatened with 
rapid urbanization by the establishment or expansion of Federal in- 
stallations, 


SALE OF WAR HOUSING PROJECTS TO CITY OF DECATUR, ILL. 
[S. 2460] 
[Publie Law 85-234, approved August 30, 1957 


To authorize the transfer of certain housing projects to the city of Decatur, IIL, 
or to the Decatur Housing Authority 


History or LeGIsLaTION 


S. 2460 was introduced on July 2, 1957, by Senator Douglas, and 
was reported with an amendment by the Committee on Banking and 
Currency on August 19, 1957 (S. a 1043). The introduction and 
reporting of this bill was preceded by consideration in the Commit- 
tee on Banking and Currency of the bills; S. 1479 (Douglas) and 
S. 1515 (Dirksen), both of which proposed the sale of war-housing 
projects TL1.~11218 and ILL-11219. These twobills were included in 


the general housing hearings held during the period March 18, 1957; 
to April 3, 1957. 
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S. 2460 was passed by the Senate without amendment on August 
21, 1957, and was passed by the House of Representatives on Au 
23,1957. ‘The bill was approved by the President on August 30, 1957, 
becoming Public Law 85-234. 


Digest or STATUTE 


This statute authorizes and directs the Housing and Home Finance 
Administrator to sell to the city of Decatur, Ll., or to the Decatur 
Housing Authority war-housing projects ILL-11218 and ILL-11219, 
The sales price is established at $266,000, to be paid at the time of sale 
or in installments agreed upon by the purchaser and the Housing and 
Home Finance Administrator over a period not to exceed 5 years, 
The statute also provides that if the projects have not been demolished 
at the end of 5 years, an additional amount, to be determined by the 
Housing and Home Finance Administrator, shall be paid to the United 
States for each month beyond the 5-year period that the projects are 
not demolished. 


VETERANS’ ADMINISTRATION DIRECT-LOAN PROGRAM 
[H. R. 4602] 
[Vetoed September 2, 1957] 


To encourage new residential construction for veterans’ housing in rural areas 
and sinall cities and towns by raising the maximum amount in which direct 
loans may be made from $10,000 to $13,500, to authorize advance financing 
commitments, to extend the direct-loan program for veterans, and for other 
purposes 

History or LEGISLATION 


H. R. 4602 was introduced by Representative Teague on February 7, 
1957. The bill was reported by the Committee on Veterans’ Affairs 
of the House of Representatives on February 18, 1957 (H. Rept. 69), 
and was passed by the House on March 25, 1957. It was referred to 
the Senate Committee on Banking and Currency on March 26, 1957. 

The bill was included in general housing hearings held by the com- 
mittee between March 18 and April 3, 1957. Subsequently it was 
determined that the VA direct-lending legislation would be considered 
separately from general housing legislation, and additional hearings 
were held on H. R. 4602 and S. 726 on June 14, 1957. 

H. R. 4602 was amended by the committee and reported (S. Rept. 
464) on June 18, 1957. The bill was amended further on the floor of 
the Senate and passed the Senate on August 8, 1957. On August 13, 
1957, the House accepted the Senate amendments with an amendment. 
The House amendment was amended and accepted by the Senate on 
August 21, 1957, and on the same date the House concurred in the 
Senate amendment. 

The bill was vetoed by the President on September 2, 1957. 


Dicest or STATUTE 


The legislation amends section 512 of the Servicemen’s Readjust- 
ment Act of 1944 by revising the entire section in order to— 
(1) Define direct-loan areas as rural areas and small cities and 
towns not near large metropolitan areas. (Prior law did not con- 
tain specific limitations. ) 
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(2) Make the interest rate on direct loans vary acne to 
any — in the interest rate on guaranteed loans. (Prior law 
contained a 414 percent interest rate ceiling on direct loans.) 

(3) Increase the maximum loan amount under the direct-loan 
program from $10,000 to $13,500. } 

(4) Authorize the Administrator of Veterans’ Affairs to re- 
serve direct-loan funds for 3 months under commitments to, 
builders for a 2-percent fee. Private lenders may receive the 
commitment fee, if such lenders purchase these loans within 60 
days following VA disbursement. The VA may make construc- 
tion advances up to an amount equal to cost of land, plus 80 per- 
cent. of value of improvements, 

(5) Extend the direct-loan program by 1 year and 25 days to 
July 28, 1959, in order to make the expiration date of the direct- 
loan program coterminus with the expiration date of the guaran- 
teed-loan program for World War II veterans. 

(6) Require VA to begin immediate processing of all direct- 
loan applications, such processing to run concurrently with a 
20-day period allowed for voluntary home mortgage credit pro- 
gram action. 

The legislation also amends section 513 of the Servicemen’s Read- 
justment Act of 1944 to make an additional $200 million available 
for the direct-loan program until July 25, 1959. 

The legislation further amends section 513 of the Servicemen’s 
Readjustment Act of 1944, relating to the date on which the VA 
guaranty of home loans made by supervised lenders becomes effective ; 
and extends the guaranteed-loan program for World War II veterans 
for 1 year until July 25, 1959. 


SECURITIES LEGISLATION 


SEC EnrorcemMENtT PROBLEMS 


Following preliminary conferences between the Chairman of the 
Securities and Exchange Commission and the chairman and ranking 
minority member of this committee’s Subcommittee on Securities, a 
public hearing was held by the subcommittee on March 5, 1957, at 
the request of the Commission’s Chairman. The purpose of the hear- 
ing was to receive from Commission members statements of the prob- 
lems confronting them in enforcing the Federal securities laws. 
Particular attention was given to three areas of operations, as follows: 

1. Use of foreign banking institutions in conducting transac- 
tions involving United States corporate securities. 

2. “Boiler-room” methods of distributing speculative securities 
of both domestic and foreign issuers. 

3. Inducement of comparatively small investors to participate 
in securities purchase plans, with particular regard to dangers 
to the investor and the time for payment of plan service fees and 
charges. 

Special attention in the field of using foreign financial institutions 
as media to trade in United States corporate securities was given to 
the following: 


3} Proxy solicitation ; 
6) Margin requirements; 
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¢) SEC registration requirements; 
d) Insider trading; an 
é) Federal income-tax evasion. 


This hearing was followed by three related hearings in executive 
sessions of the subcommittee on March 6, 19, and 22. 

In turn, this entire group of hearings developed information that 
led to the holding of open hearings between May 20 and 29, covering 
the broad area of proxy contests, with accompanying problems of dis- 
closure of beneficial ownership of securities, with special attention 
to S. 594 and S. 1601. These heating: also covered two other broad 
areas: 

1, An increase in the permissive exemptive limit for publicly 
offering securities without full registration with SEC, with spe- 
cial attention to S. 810 and S. 843; and 

_2. Extension of SEC jurisdiction over issuers of certain secu- 
rities not listed on any national securities exchange, with special 
attention to S. 1168. 


UNLISTED SECURITIES 
[S. 1168] 


To amend the Securities Exchange Act of 1934, as amended 
History or Bint 


Since the passage of the original Securities Exchange Act in 1934 
the SEC and others have urged the enactment of legislation applying 
the same disclosure requirements to unlisted companies as the 1934 
act applies to those listed on a national securities exchange. The first 
such bill to receive a committee hearing was S. 2408, introduced by 
Senator Frear during the 81st Congress. That measure was set aside 
because of the more pressing committee business brought on by the 
outbreak of hostilities in Korea. 

During the committee’s hearings on its study of the stock market in 
1955, many witnesses testified as to the need for such legislation. As 
a result, the committee chairman, Senator Fulbright, introduced S. 
2054, 84th Congress. Hearings were then held on this bill, and the 
Securities Subcommittee ordered it reported, with amendments, to the 
full committee. The full committee, Loniter. postponed action until 
the SEC could complete a study it had undertaken of the effects of the 
legislation on the companies which it would cover. 

S. 1168, incorporating additional SEC recommendations, was in- 
troduced February 11, 1957, by Senator Fulbright, and hearings ‘were 
held May 20-29, 1957, on this and other securities measures. 

On June 26, 1957, the subcommittee voted to report the bill favorably 
to the full committee with the understanding there would be further 
discussion before taking final action. On July 24, 1957, the bill was 
reported with amendments to the Senate (S. Rept. No. 700). ‘It is 
now pending on the Senate Calendar. 


Digest or Brin 


As amended and reported by the committee, S. 1168 would require 
some 650 large corporations, whose securities are not listed on a na- 
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tional securities exchange, to furnish financial and other information 
to their stockholders and to the Securities and Exchange Commis- 
sion.. The Securities Exchange Act of 1934, already. requires com- 

anies whose securities are so listed to provide such data. The com- 
mittee bill, with certain exceptions, would extend the requirement to 
unlisted companies with a total of at least 1,000 stockholders and $10 
million in assets. 

The most important new provisions which the bill would apply to 
the companies affected are requirements for (1) filing periodic finan- 
cial reports and other data with the SEC, (2) compliance with SEC 
regulations in the solicitation of proxies, and (3) regular filing by all 
officers, directors, and large stockholders of any affected corporation 
of all changes in their holdings of the corporation’s stock. 

Express statutory exemptions are granted the following: Securities 
otherwise registered under the Securities Exchange Act of 1934 or 
under the Investment Company Act of 1940, securities defined as 
“exempted securities” under the 1934 act (principally obligations of 
Federal, State, and local governments) ; securities issued by banks (or 
trust companies or dealers in bankers’ or trade acceptances) ; securi- 
ties issued by nonprofit charitable organizations; securities issued by 
savings and loan associations; and securities issued by insurance 
corporations. 

n all the above cases the exemption applies only to such securities 
of issuers already supervised by appropriate State or Federal author- 
ity, except for securities issued by nonprofit charitable organizations. 

Once subject to the bill, an issuer remains so subject until its assets 
drop below $5 million or until its equity securities are held of record 
by less than 500 persons. The Commission may grant administrative 
exemptions where warranted. In general, present unlisted trading 
privileges may continue and new unlisted trading privileges may be 
obtained through SEC approval. The margin requirements under 
the 1934 act will apply to securities under this bill: The provisions of 
the bill would take effect 6 months after its enactment, 


INCREASE IN SEC REGULATION A OFFERING LIMITS 
[S. 2299] 


To amend section 3 (b) of the Securities Act of 1933 
History or Brut 


S. 810, introduced by Senator Thye on January 23, 1957, and S. 
843, introduced by Senator Sparkman on January 25, 1957, although 
differently worded, would have had the effect of increasing the per- 
missive exemption limit for issuance of securities without full regis- 
tration with the SEC to $500,000 from $300,000. Hearings on these 
bills, as well as other securities bills pending before the i Reemaniais 
on Securities, were held between May 20 and May 29, 1957. At its 
June 6, 1957, meeting the subcommittee voted to report favorably to 
the committee a clean bill on this subject that would have the same 
effect as S. 810 and S. 843. At its June 14, 1957, meeting the com- 
mittee ordered the clean bill (S. 2299) favorably reported to the Sen; 
ate. Such action was taken on June 14, 1957, when Senator. Lausche 
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reported the bill to the Senate (S. Rept. No. 438). On June'26, 
1957, the bill passed the Senate on a calendar call. 
It is now pending before the House Committee on Interstate. and 
Foreign Commerce. 
Dicrest or Brin 


Section 3 (b) of the Securities Act of 1933 authorizes the Com- 
mission to add from time to time to the list of securities expressly ex- 
empted from the provisions of that act by section 3 (a) of the act, 
The Commission is presently empowered to use this authority for an 
issue of securities offered to the public in an aggregate amount not 
exceeding $300,000. This bill would increase that limit to $500,000. 
In granting the exemption the Commission is to consider whether it 
is justified due to the small amount involved or the limited character 
of the public offering. The Commission’s most important regula- 
tion pursuant to section 3 (b) is known as regulation A. Senate 
Report No. 438, accompanying the bill, notes that a strong argument 
in its favor is that it will enable small enterprises to raise capital at a 
lower cost than would be possible if the securities to be sold to the 
public were required to comply with the full registration requirements 
of the 1933 act. The report also cautions the Commission so to ad- 
minister the powers granted it by the bill as to guard against fraud 
in the issuance and distribution of securities receiving the benefit of 
the exemption authorized by the bill. 


FEES CHARGED EXCHANGES AND REGISTERED BROKER-DEALERS 
[S. 2520] 
To amend section 31 of the Securities Exchange Act of 1934 


History or Bru 


In his April 22, 1957, letter to Senator Lausche as chairman of the 
Subcommittee on Securities, Chairman Armstrong of the Securities 
and Exchange Commission suggested that if the Congress wishes to 
provide an equitable means of increasing reimbursement to the United 
States Treasury for the Commission’s cost of operation, this could be 
accomplished by increasing the fee charged nationally recognized ex- 
changes from 2 cents per $1,000 of transactions to 5 cents per $1,000 of 
transactions and by charging a fee at the same rate to registered 
broker-dealers. During hearings held between May 20 and May 29, 
1957, by the Subcommittee on Securities on several items of proposed 
legislation then pending before it, several witnesses were questioned 
concerning the fee proposal. At its June 26, 1957, meeting the subcom- 
mittee voted to report favorably to the full committee a bill to accom- 
plish this proposal. The committee at its July 9, 1957, meeting 
ordered the bill reported favorably to the Senate. The bill was so 
reported on July 11, 1957 (S. Rept. No. 605). 

At its July 16 meeting the committee considered two amendments 
to the bill as reported. One of these would exempt municipal obliga-’ 
tions from the transactions on which the fee charged registered broker- 
dealers is computed. The other would make the increased rates pro- 
vided by the bill apply only to transactions occurring 90 days or more 
after its enactment. Thecommittee authorized Senator Bush to report 
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these amendments favorably to the Senate as committee amendments. 
Such action was taken on July 18, 1957. 

The bill, together with the committee amendments, was passed by 
the Senate on August 8, 1957. 


Digest or Brin 


The bill would increase to 5 cents per $1,000 from 2 cents per $1,000 
on transactions handled on nationally recognized securities exchanges, 
the fee charged such exchanges for the privilege of doing business as 
a national securities exchange. The fee is computed on transactions 
handled during the calendar year preceding the March 15 date on 
which it becomes due, or such portion of that year as follows registra- 
tion of an exchange as a national securities exchange. For the first 
time this bill would charge a like fee to registered brokers and dealers 
for the privilege of doing business as such. The fee would be com- 
puted on transactions during the calendar year preceding the April 15 
date upon which it becomes due, or on that portion of the year follow- 
ing registration of the broker or dealer. The fees collected are de- 
posited in the United States Treasury. Applied to the fiscal year 
ended June 30, 1956, it is estimated the proposed fees, with others 
charged by the Commission, would raise a total of Se 
$4,250,000. This compares with $2,074,211 actually raised from suc 
sources during that fiscal year. By comparison, the cost of adminis- 
tering the Commission during that year amounted to $5,276,725. 

As noted above, one of the committee amendments to this bill would 
exempt municipal obligations traded over the counter from transac- 
tions upon which the fee charged registered broker-dealers is to be 
computed. Another committee amendment would make the proposed 
fees applicable only to transactions occurring 90 days or more after 
the enactment of this bill. 


DISCLOSURE OF BENEFICIAL OWNERSHIP OF SECURITIES VOTED IN 
A CORPORATE PROXY CONTEST 


[S. 1601] 


To amend the Securities Exchange Act of 1934, as amended, so as to require that 
proxies given with respect to certain securities disclose the beneficial owner- 
ship of such securities 


History or Brn 


The broad subject of adequate Federal control of corporate proxy 
contests had been under consideration by the committee and the sub- 
committee during the 84th Congress. 

S. 1601 was introduced on March 14, 1957, by Senator Capehart. 
He earlier explained the purpose of this bill during his testimony 
given the Subcommittee on Securities at its March 5, 1957, hearing 
on SEC enforcement problems. Further discussion of the principles 


-of this bill occurred in executive sessions held by the subcommittee on 


March 6, 19, and 22, 1957, during which testimony was taken from 
the Securities and Exchange Commission and members of the Com- 
mission staff concerned SEC enforcement problems. Formal hear- 
_— S. 1601, along with other securities bills pending before the 
subcommittee, were held between May 20, and 29, 1957. 
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The bill seeks to solve problems caused by the acquisition of United 
States corporate voting securities by foreign financial institutions for 
undisclosed principals. 

At its June 26, 1957, executive session, the subcommittee voted to 
report S. 1601 to the committee for further discussion. 

On July 19, 1957, the committee, however, determined to with- 
hold action on S. 1601, but authorized the chairman to write to Mr, 
Edward N. Gadsby when he shall have become the new Chairman of 
the Securities and Exchange Commission, urging continued Com- 
mission study of SEC enforcement problems occurring when foreign 
institutions trade in United States corporate securities for undisclosed 
— The Commission was to be urged to cooperate with the 

partment of State in this study. The results of the study were then 
to be reported to the committee in January 1958. Meanwhile the 
committee staff was directed to continue its study of these problems, 


Dicest oF Brn 


S. 1601 would add a new section 14 (c) to the Securities Exchange 
Act of 1934. This bill deals with proxies solicited by or for opposing 
nominees in an election of directors of an issuer having securities 
listed on a national securities exchange. It makes it unlawful to give 
or attempt to give any proxy, consent, or authorization to vote any 
such security for such a purpose unless either (a) the person giving 
such proxy, consent, or authorization is the beneficial owner of the 
security; or (b) the name and last known address of the beneficial 
owner appears on the proxy, consent, or authorization. This restric- 
tion would apply to special, as well as annual, meetings of security- 
holders. The bill also makes it unlawful for anyone knowingly to 
exercise or attempt to exercise any proxy, consent, or authorization 
given in violation of the foregoing. 


INCREASED DISCLOSURE OF STOCK OWNERSHIP 
[S. 594] 


To amend the Securities Exchange Act of 1934 to increase public disclosure of 
security ownership 


History or Binz 


S. 594 was introduced by Senator Capehart on January 14, 1957. 
It was identical with S. 879, 84th Congress, which he had introduced 
on February 1, 1955. Hearings were held on S. 879 between June 1 
and 15, 1955, and on July 5 and 6, 1956. No further action was taken 
on S. 879. 

Discussion of the bill occurred in the course of a hearing held 
March 5, 1957, by the Subcommittee on Securities. Hearings on S. 594 
were also held by the subcommittee between May 20 and 29, 1957. 

In view of information developed after S. 594 was introduced, 
Senator Capehart on March 14, 1937, introduced S. 1601, a bill seeking 
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the disclosure of identity of beneficial owners of securities who cast 
votes in corporate contests. Thereafter, attention was focused on 
S. 1601 in preference to S. 594. No further subcommittee or committee 
action occurred on S. 594 during this session. 


Digest oF Bru 


Section 16 (a) of the Securities Exchange Act of 1934 requires 
disclosure of ownership of equity securities of an issuer by every 

rson who beneficially owns more than 10 percent of any class of 
nonexempted equity security of such issuer listed on a national securi- 
ties exchange. This disclosure, in the form of a statement to the 
proper exchange and a duplicate original to the Securities and Ex- 
change Commission, is to be made when the security is registered or 
within 10 days after being acquired by such an owner. Changes in 
such ownership during each month must be filed by the 10th day of 
the following month. 

A similar requirement is placed on each director and officer of 
the issuer of such security regardless of the amount of securities held. 
S. 594 would reduce the percentage to 5 from 10 percent, but would 
make no change in the present disclosure requirements applicable to 
officers and directors. 

The principal aim of the bill is to achieve more public disclosure 
of ee ownership by principal stockholders of securities listed on 
national securities exchanges. One expected effect would be to enable 
other holders of such securities to identify the source of stockholding 
groups taking part in proxy contests, when such groups own more 
than 5 percent, but no more than 10 percent, of any class of non- 
exempted security. 


ADDED EXEMPTION FROM SECURITIES ACT OF 1933 
[S. 2197] 


To amend the Securities Act of 1933 to exempt certain securities which are 
secured by mortgages which are insured or guaranteed under the National 
Housing Act or the Servicemen’s Readjustment Act of 1944 


History or Bini 


S. 2197 was introduced by Senator Johnston of South Carolina on 
June 3, 1957. 

On June 26, 1957, the subcommittee postponed indefinitely further 
action on the bill. 


Digest oF Bini 


S. 2197 would amend section 3 (a) (2) of the Securities Act of 
1933 to add a new class of securities to those already exempted from 
that act (except as otherwise provided in the act). The newly 
exempted class would consist of any security secured by mortgages 
insured or guaranteed under the National Housing Act or the Serv- 
icemen’s Readjustment Act of 1944. 
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PERFECTING AMENDMENTS TO FEDERAL SECURITIES LAWS 


[S. 2544] 
To amend the Securities Act of 1933 
[S. 2545] 
To amend the Securities Exchange Act of 1934 
[S. 2546] 
To amend the Investment Advisers Act of 1940 


[S. 2547] 
To amend the Trust Indenture Act of 1989 


[S. 2796] 
To amend the Investment Company Act of 1940 


History or LEGISLATION 


Four of these five bills represent modifications of S. 3915 intro- 
duced by Senator Fulbright during the 84th Congress on May 23, 
1956. That bill would have amended the Securities Act of 1933, the 
Securities Exchange Act of 1934, the Trust Indenture Act of 1939, and 
the Investment Company Act of 1940, all administered by the Securi- 
ties and Exchange Commission. S. 2544, S. 2545, S. 2547, and S. 2796 
amend the four acts that would have been amended by S. 3915 of the 
84th Congress. S. 2546 would amend the Investment Advisers Act 
ot 1940, which is also administered by that Commission. 

After the close of the 84th Congress, the Securities and Exchange 
Commission continued its study of the general problem as to which 
perfecting amendments are required to the statutes it administers. 
With the written approval of the chairman of this committee and 
similar approval of the chairman of the House Interstate and For- 
eign Commerce Committee, the Commission conducted a series of 
informal hearings to receive the views of representatives of the secu- 
rities industry concerning the amendments under discussion. A com- 
mittee staff member attended several of these meetings. Certain 
revisions were made in the proposed amendments as a result of these 
several meetings and additional conferences between the staff of 
the Commission and representatives of the securities industry. B 
letter dated July 2, 1957, to Senator Fulbright as chairman of this 
committee, the Commission submitted its proposals for perfecting 
amendments to four of the laws administered by it. These proposals 
were introduced by request on July 15, 1957, by Senator Lausche as 
chairman of the Subcommittee on Securities and bear the followin 
bill numbers: S. 2544, S. 2545, S. 2546, and S. 2547. By letter dated 
August 13, 1957, the Commission submitted to the chairman of the 
committee its proposals for amendments to the Investment Company 
Act of 1940. Senator Lausche, as chairman of the Subcommittee on 
Securities, introduced these by request as S. 2796 on August 15, 1957. 

No further action on these bills was taken during this session. 
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Digest or Brnxis 


In view of the fact that no action was taken on these bills durin. 
the current, session, no detailed digest of them is included at this 

int. They constitute many different amendments. to the five acts 
involved. In the July 2 and August 13 letters to the chairman of 
the committee, the Commission noted that the overall purpose of the 
amendments is to strengthen the safeguards and protections afforded 
to the public by the statutes proposed to be amended. 


PRODUCTION AND STABILIZATION LEGISLATION 


GOVERNMENT-OWNED ALCOHOL BUTADIENE PLANT AT 
LOUISVILLE, KY, 


(H. R. 2528) 


To authorize the sale of the Government-owned alcohol butadiene facility at 
Louisville, Ky., known as Plancor 1207 


History or LEeGisuaTiIon 


H. R. 2528 was introduced by Representative Vinson on Janua 
10, 1957. It was referred to the Committee on Armed Services and, 
after hearings, was favorably reported on January 28, 1957 (H. Rept. 
No. 4, 85th Cong.), and was passed by the House of Representatives 
on February 5, 1957. The bill was referred to the committee and by 
the committee to the Subcommittee on Production and Stabilization, 
which held hearings on it on March 7, 1957, but took no further 
action on the bill. 

Dicest oF LEGISLATION 


H. R. 2528 would authorize the sale of the Government-owned 
alcohol butadiene plant at Louisville, Ky. (now leased for a term 
expiring April 1958), subject to a national security clause requiring 
the availability of the plant or equivalent capacity for 10 years for the 
production of one or more chemical products important to the na- 
tional security. Except for this change from the requirement in pre- 
vious statutory sale provisions that the plant be available for 10 years 
as a synthetic-rubber facility, the disposal arrangements were, in 
general, similar to those provided for previous sales proposals. 


AREA REDEVELOPMENT 
[S. 104, S. 964, S. 1433, S. 1854] 


History or LgaisLaTion 


S. 104, to assist areas to develop and maintain stable and diversified 
economies by a program of financial and technical assistance and 
otherwise, was introduced by Senator Dirksen on January 7, 1957. 

S. 964, to establish an effective program to alleviate conditions of 
substantial and persistent unemployment and underemployment in 
certain economically depressed areas, was introduced on January 29, 
1957, by Senator Donates, for himself and other Senators. 

S. 1433, to assist areas to develop and maintain stable and diversi- 
fied economies by a program of financial and technical assistance and 
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otherwise, was introduced on February 28, 1957, by Senator Martin 
of Pennsylvania for himself and other Senators. 

S. 1854, to amend the Employment Act of 1946, as amended; so as 
to establish a National Development Priorities Council, was intro: 
duced by Senator Flanders on April 12, 1957. 

All these bills were referred to the committee. Hearings were held 
on these bills on March 6, 8, 11, 18, 14, April 9, 10,12, 15, May 8, 14, 
and 15, 1957. No further action was taken by the subcommittee. : 


Diacest or BiLus 


S. 104, S. 964, and S. 1433 are designed to provide additional Fed- 
eral assistance to areas in need of additional industrial or commercial 
development in order to relieve unemployment and, in the case of 
S. 964, underemployment. S. 1854 is designed to channel existing 
Federal activities, on a priority basis, to such areas, without increasing 
total Federal activities. 

S. 964 would establish a new, independent, Area Redevelopment 
Administration, with an Administrator nominated by the President 
and confirmed by the Senate. The Administrator is authorized to 
designate industrial development areas, where there has been sub- 
stantial and persistent unemployment for an extended period (12 
percent for the preceding year, 8 percent for 15 of the 18 preceding 
months or 6 percent for 8 months out of each of the preceding 2 years), 
and rural redevelopment areas where there is substantial and per- 
sistent unemployment or underemployment, and an unusually large 
number or percentage of low-income families. Local redevelopment 
committees would be established for these areas. The Administrator 
would be authorized, on application by the local committee, to make 
loans or grants for industrial or commercial plants for public facilities, 
and to provide technical assistance in the areas. The loans would be 
limited to 75 percent of the cost of the project, and to 40-year maturity, 
with from 10 to 25 percent of the financing coming from State or local 
Sets as equity capital or junior liens; and, in the case of 
industrial or commercial loans in industrial redevelopment areas, with 
5 percent of the capital coming from nongovernmental sources. Re- 
volving funds borrowed from the Treasury would be provided : $100 
million for loans in industrial redevelopment areas; $100 million for 
loans in rural redevelopment areas, limited to $6 million for any 1 
State; and $75 million for loans for public facilities. In addition 
appropriations up to $50 million would be authorized for grants for 
public facilities. Provisions are made for use of assistance under 
title I of the Housing Act of 1949 for urban renewal, in industrial re- 
development areas, without regard to the residential requirements of 
that act. Provisions are also made for channeling Government pro- 
curement to development areas, for vocational training and retraining, 
for subsistence payments up to 13 weeks during such retraining, and 
grants for technical assistance are authorized. 

S. 1433 would authorize the Secretary of Labor to certify areas on 
the basis of unemployment (8 percent over the major portion of each 
of the 2 preceding years in major labor market areas or the equivalent 
in other areas). The Secretary of Commerce is authorized, in certified 
areas, to make loans or loan participations to industrial and commer- 
¢ial projects. Appropriations up to $50 million for this purpose are 
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authorized. The loan must be approved by the State agency involved ; 
it must not exceed 35 percent of the cost of the project, or 25-year 
maturity, and at least 15 percent of the cost must be supplied by a 
State or local organization. Provisions are made for use of assistance 
under title I of the Housing Act of 1949 for urban renewal, in cer- 
tified areas, without regard to the residential requirements of that 
act. Grants for technical assistance are authorized. 

S. 1854 would create a National Development: Priorities Council, 
consisting of the Secretaries of Agriculture, Commerce, and Labor 
and other department and agency heads designated by the President. 
The Council is authorized to designate development priorities areas, 
on the basis of unemployment, underemployment, or low-income fac- 
tors; to determine the needs of such areas; to determine critéria and 
priorities for operations and expenditures of Government agencies 
as may be applicable to carry out programs to correct the needs of the 
areas ; to establish termination dates for such programs; and to trans- 
mit the criteria, priorities, and termination dates to the President 
for his approval. The criteria and priorities would be so designed as 
to concentrate expenditures, personnel, and resources into redevelop-~ 
ment priorities areas, with the maximum efficiency and minimum du 
lication, consistent with existing laws, and without requiring addi- 
tional appropriations, 


FEDERAL RESERVE LEGISLATION 
NATIONAL MONETARY AND FINANCIAL COMMISSION 
[S. 599] 

To establish a National Monetary and Financial Commission 
History or Brut 


S. 599 was introduced by Senator Capehart on January 14, 1957. 
This bill represented the administration’s proposal for establishing 
a National Monetary and Financial Commission to study the nature, 
performance, and adequacy of existing financial institutions and mone- 
tary and other financial measures in meeting present and future needs 
of the growing economy of the Nation. Such a Commission was rec- 
ommended in both the President’s state of the Union message and, 
the Economic Report of the President transmitted to the Congress 
in January. . 

On motion of its sponsor, Senator Capehart, S. 599 was called up 
for action at the July 16 executive session of the committee.’ The com- 
mittee defeated Senator Capehart’s motion to report the bill favorably 
by a vote of 8 to 7. 

Dicest or Br 


The bill would establish a nonpartisan National Monetary and 
Financial Commission composed of nine qualified citizens to be ap- 
pointed by the President. He would designate its Chairman and Vice 
Chairman from among the members of the Commission. The group 
would make. studies and inyestigations to appraise the nature, per- 
formance, and adequacy of existing Gnincial institutions and mone- 
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tary and other financial measures in meeting the needs of the chang- 
ing economy, The bill listed 14 specific topics to be included as part of 
such studies and investigations. The Commission would be granted 
the power of subpena. The bill authorized appropriations necessary 
to. carry out its provisions. The Commission would be required to sub- 
mit its final report to the President not later than December 1, 1958, 
for transmittal to the Congress. Such report would include findings. 
and recommendations of the Commission. It was empowered to make 
earlier interim reports on its own initiative or at the request of the 
President. The Commission would cease to exist 6 months after the 
transmittal of its final report to the Congress. 


INTERNATIONAL FINANCE LEGISLATION 
AMENDMENT TO ANGLO-AMERICAN FINANCIAL AGREEMENT 
{S. J. Res. 72] 

[Public Law 85-21, approved April 20, 1957] 


To implement further the act of July 15, 1946, by approving the signature by 
the Secretary of the Treasury of an agreement amending the Anglo-American 
Financial Agreement of December 6, 1945 


History or LEGIsLATION 


Senate Joint Resolution 72 was introduced on March 8, 1957, by 
Senator Monroney, for himself, Senator Fulbright, and Senator Cape- 
hart. Hearings were held on March 15, 1957, and the resolution was 
reported by Senator Fulbright without amendment on March 18, 1957 
(S. Rept. No. 166). It was passed by the Senate on March 25, 1957. 
Hearings on House Joint Resolution 271, an identical bill, were held 
on March 18 and 19, 1957, by the Subcommittee on Economic Policy 
of the House Foreign Affairs Committee, which reported out Senate 
Joint Resolution 72 on April 2, 1957. Senate Joint Resolution was 
passed by the House on April 10, 1957. It was approved on April 20, 
1957, as Public Law 85-21, 85th Congress. 


Digest or BiLu 


The Anglo-American Financial Agreement was signed on Decem- 
ber 6, 1945, and was approved by the act of July 15, 1946 (Public Law 
509, 79th Cong.). Under this agreement, a line of credit in the amount 
of $3,750 million was authorized to be drawn on by the United '‘King- 
dom up to and including 1951. The agreement provided that the 
‘amount drawn under tha ling of credit was to be repaid in 50 annual 
installments, beginning on December 31, 1951, with interest at 2 per- 
cent per annum. : A 

Section 5 of the agreement provided that under certain conditions 
the Government of the United Kingdom might request a waiver 
of the amount of interest due in the installment for any year. In 
this event, the installment of principal due for that year would be 

aid, but the portion of the installment representing interest would 

canceled cainana paid. . 

The conditions prescribed in section 5 of the agreement for the appli- 
cability of the waiver provisions related to the conditions of inter- 
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national éxchange and the’ levél of the gold and: foreign’ exchange 
reserves of the United Kingdom. OF 

A further agreement was made at the time the Anglo-American 
Financial Agreement was entered into, under which lend-lease and 
surplus property matters were settled: This agreement provided for 
repayment of $622 million on the same terms as those specified in the 
Anglo-American Financial Agreement. It also provided that up 
to $50 million could be drawn by the United States in sterling for 
the educational exchange program and the foreign building program, 
up to December 31, 1951, later extended to December 31, 1958. 

The line of credit under the Anglo-American Financial Agree- 
ment was fully drawn down, by the Government. of the United King- 
dom. Repayment began on December 31, 1951, and continued through 
December 31, 1955. 

For a number of years it was recognized that conditions had changed 
since 1945 to such an extent that the waiver conditions were no longer 
realistic or meaningful. 

In 1956 the Government of the United Kingdom claimed a waiver 
of the interest due December 31, 1956, under the agreement. Discus- 
sions were then held, which resulted in the signature of an amend- 
ment to the agreement on March 6, 1957, approval of which by the 
United States would be given by Senate Joint Resolution 72. 

The amendment eliminates the right of the Government of the 
United Kingdom to claim a waiver of interest. Instead, the Govern- 
ment of the United’ Kingdom is given a right to postpone no more 
than seven annual installments of principal and interest, and the 
installment of interest due December 31, 1956. Any installments so 
postponed would be due in successive years after December 31, 2001, 
after the installments under the agreement had ended, with interest 
on the amounts so deferred at 2 percent per annum. In addition, it 
was agreed that no such postponement would be requested unless a 
similar postponement was made under a related Canadian loan, and 
the authority for the United States to use sterling for the educational 
exchange and foreign building programs was extended through the 
life of the loan. 


EXTENSION OF EXPORT-IMPORT BANK ACT OF 1945 


[H. R. 4136 ; 8. 961] 
[Public Law 85-55, appreved June 17, 1957] 


To extend the period within which Export-Import Bank of Washington may 
make loans 


History or LEGISLATION 


S. 961 was introduced by Senator Fulbright, for himself and Sena- 
tor Capehart, on January 29, 1957. F avorable comments were re- 
ceived from the agencies. H. R. 4136, an identical bill, was introduced 
in the House on January 30, 1957. Hearings were held by the House 
Committee on Banking and Currency on March 19, 1957, and H. R. 
4136 was favorably reported (H. Rept. No. 2217) on March 25, 1957, 
to, and was passed on April 9, 1957, by, the House. The committee 
considered H. R. 4136 and ordered it favorably reported without hear- 
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ings. It was reported by Senator Fulbright on May 16, 1957 (S. Rept, 
No, 331), and was passed by the Senate on June 5, 1957. It was ap- 
proved on June 17, 1957, as Public Law 85-55. 


Diaest or LEGISLATION 


_. H.R. 4136 and S. 961 provided for a 5-year extension of the life of 
the Export-Import Bank, from June 30, 1958, to June 30, 1963. 

The Export-Import Bank Act of 1945, as amended, established the 
bank as an independent agency of the Government, with authority to 
engage in most general banking activities in order— 


to aid in financing and to facilitate exports and imports and 
the exchange of commodities between the United States or 
any of its Territories or insular possessions and any foreign 
country or the agencies or nationals thereof. 


The bank has $1 billion of capital stock held by the Secretary of the 
Treasury, and it may borrow up to $4 billion at any one time from the 
United States Treasury. The loans, guaranties, and insurance of the 
bank are limited by the act to $5 million outstanding at any one time, 

Under previous law the authority of the bank ran to June 30, 1958, 
During the 2d session of the 84th Congress the committee favorably 
reported and the Senate passed S. 3868, which would have provided a 
5-year extension of the authority of the bank. This bill did not become 
Jaw. Under Public Law 85-55, 85th Congress, the same 5-year exten- 
sion, to June 30, 1963, is provided. 


SMALL BUSINESS LEGISLATION 


INCREASED LOAN AUTHORITY FOR SMALL BUSINESS 
ADMINISTRATION 


[S. 637] 
[Public Law 85-4, approved February 11, 1957] 


To amend the Small Business Act of 1953 to increase the amount available 
thereunder for business loans 


History or LEGISLATION 


S. 637 was introduced by Senator Clark on January 17, 1957. A 
hearing was held on January 22, 1957, and the bill was reported by the 
Banking and Currency Committee, without:amendment, on January 
25, 1957 (S. Rept. No. 12). The bill was passed by the Senate on 
January 29, 1957; passed by the House of Representatives, with 
amendments, on January 31, 1957; and the Senate agreed to the House 
amendments. on February 1,.1957, The bill was approved by the 
President on February 11, 1957, becoming Public Law 85-4. ‘ 


Digest oF LEGISLATION 


Section 1 of this act increased the SBA revolving fund for business 
loans from $150 million to'$230 million—an increase of $80 million. 
Section 2 of the act makes a corresponding change in the total Joan 
authorization of the SBA—raising this total fund from $375 million 
to $455 million. 
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EXTENSION OF THE SMALL BUSINESS ADMINISTRATION | 


{S. 2504] 
{Public Law 85-120, approved August 3, 1957] 
To amend and extend the Small Business Act of 19538 


History or LEGISLATION 


S. 2504 was introduced on July 9, 1957, on behalf of the Banking 
and Currency Committee, by Senator Clark, and was accompanied by 
Senate Report No. 597. The report characterizes this bill as an 
emergency action necessary to continue the Small Business Adminis- 
tration until such time as the committee could more carefully consider 
other bills dealing with that agency and with the general credit needs. 
of smal] businesses. | 

On June 3, 4, 5, 6, 10, 11, 18, 18, and 20, 1957, the Committee on 
Banking and Currency held hearings on the following bills propos- 
ing amendments to the Small Business Act of 1953: S. 55, S. 244, 
S. 246, S. 300, S. 545, S. 720, S. 1762, S. 1789, S. 1992, S. 2184, S. 2185, 
and H. R. 7963. These hearings also covered the following bills 
designed to supply the credit needs of small business through pro- 
grams supplemental to the existing loan program of the Small Busi- 
ness Administration: S. 719, S. 2160, and S. 2286. 

After study of testimony received in hearings on the above bills, 
and in consideration of the imminent termination of the Small Busi- 
ness Administration, the committee determined to report a new bill 
(S. 2504) and to defer until a later date consideration of the more 
comprehensive proposals contained in the other bills mentioned above. 

S. 2504. was passed by the Senate on August 2, 1957; was passed by 
the House of Representatives on August 2, 1957; and was approved. 
by the President on August 3, 1957, becoming Public Law 85-120. 


Digest oF LEGISLATION 


Section 1 of this act increases the business loan fund of the Small 
Business Administration from $230 million to $305 million—an in- 
crease of $75 million; and makes a corresponding change in the total 
loan authorization of the agency—raising this total authorization 
from $455 million to $530 million. 

Section 2 of the act extends the life of the Small Business Adminis- 
tration for 1 year until July 31, 1958. 

Section 3 of the act makes the 1-year extension effective as of July 
81, 1957, thereby giving the Small Business Administration con- 
tinuity from July 31, 1957 to July 31, 1958. 


FLOOD INSURANCE 
{Public Law 1016, 84th Cong.] 


This public law, cited as the Federal Flood Insurance Act of 1956, 
was approved August 7, 1956. For the first time it provided a pro- 
gram of Federal insurance, reinsurance, and loan contracts against 
flood damage to real and personal property. 

As permitted by the act, the Housing and Home Finance Adminis- 
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trator appointed a Commissioner to assist in carrying out its pro- 
visions. On September 28, 1956, Mr. Frank J. Meistrell was named as 
Commissioner of the Federal Flood Indemnity Administration. On 
January 9, 1957, a 15-member National Advisory Committee was 
named to aid the Commissioner, as required by the act. 

The subcommittee staff maintained close liaison with FFIA in con- 
ferences designed to place in operation the programs under the act. 

On February 19, 1957, and again on April 4, 1957, the subcommittee 
held public hearings to receive from the Housing and Home Finance 
Administrator and the Federal Flood Indemnity Commissiener tre- 
ports on progress being made under the act. 

During the first session of this Congress, however, the House of 
Representatives did not appropriate funds to enable the issuance of 
Federal flood-insurance policies. These circumstances made it in- 
advisable for this committee’s Subcommittee on Securities to take 
any action on certain amendments proposed to the act. 

One of these was a suggestion from HHFA that section 5 of the 
act be repealed. This is the section authorizing a loan contract pro- 

ram, under which, for a fee paid in advance, a person could assure 
Fimself of the right to receive a loan from either a private financial 
institution or the Federal Government should he become a flood vic- 
tim, to help repair flood property damage suffered by him. In view 
of the circumstances, this proposal was not introduced as a bill. 

Other amendments to the act were proposed in S. 1656, a bill intro- 
duced by Senator Kennedy. 0 
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GOVERNMENT PROCUREMENT POLICIES 


DecemsBer 30, 1957.—Ordered to be printed 
Filed under authority of the order of the Senate Aueust 20, 1957 


Mr. Smatuers, from the Select Committee on Small Business, 
submitted the following 


REPORT 


INTRODUCTION 


Congress has long recognized the necessity for continuous study of 
the various problems relating to the small-business segment of our 
economy, not only in the public interest but to serve as a sound basis 
for enacting appropriate legislation where required. To insure that 
such studies would be carried out on a continuing basis, in the Senate 
there was established on February 20, 1950, your Select Committee 
on Small Business. 

Throughout the 7 years that your committee has been in existence, 
and even prior to that time, Congress has, when necessary, passed, 
amended, or added to appropriate legislation, so as to insure the 
intent and desire of Congress with regard to small business was clearly 
known to all agencies of Government. For those agencies of the 
executive branch assigned procurement responsibilities and to those 
individuals vested with the authority to exercise those responsibilities, 
Congress has also provided guidance throughout the years by the 
enactment of timely and specific legislation. 

As early as 1941, when the First War Powers Act (Public Law 
354, 77th Cong.) was passed, Congress had recognized the necessity 
for legislation in this Keld. In 1947, when the Armed Services Pro- 
curement Act (Public Law 413, 80th Cong.) was being written, Con- 
gress included provisions to convey to those having procurement au- 
thority the intention of Congress that small-business concerns receive 
a fair proportion of the total purchases for goods and services pro- 
cured by all Government agencies. At the outset of the Korean con- 
flict, and with the writing of the Defense Production Act of 1950 
(Public Law 774, 81st Cong.), approved September 8, 1950, the Con- 
gress once again gave specific coverage to that portion of our Nation’s 
economy which invariably becomes so vital and necessary in times of 
partial or full mobilization. 

1 
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Recalling the assistance rendered smaller firms during World War 
IT by the Smaller War Plants Corp., the Congress, as the Korean 
action continued, determined it advisable to create a similar agenc 
within the executive branch. As a consequence, in July of 1951, by 
amendment to the Defense Production Act of 1950, Congress created 
the Small Defense Plants Administration. This agency was re- 
quired to report both to the President and to the Congress concerning 
its mandate to channel defense contracts to small suppliers in support 
of our military efforts. 

In 1953, with the paring down of the Defense Production Act of 
1950, and with the Nation moving toward a partial peacetime econ- 
omy, Congress elected. to continue a separate agency within the Gov- 
ernment for the purpose of carrying out its policy of assisting smaller 
concerns. Legislation proposed in both the House and the Senate 
resulted in the passage of the Small Business Act of 1953 (Public 
Law 163, 83d Cong., ist sess.) which, when signed by the President 
on July 30, 1953, created the Small Business Administration. Seetion 
202 of that act has the following to say with regard to the policy of 
the Congress concerning small business : 


It is the declared policy of the Congress that the Govern- 
ment should aid, alee assist, and protect insofar as is 
possible the interests of small-business concerns in order to 
preserve free competitive enterprise, to insure that a fair 
proportion of the total purchases and contracts for supplies 
and services for the Government be placed with small- 
business enterprises, and to maintain and strengthen the 
overall economy of the Nation. 


The Senate Committee on Small Business is dedicated to furthering, 
whenever and wherever possible, this expressed policy of the Congress 
with regard to small business. To accomplish this task, many and 
varied matters of concern to small business are looked into by your 
committee on a continuing basis. Tax burdens, restraint of trade, 
monopolistic practices, price fixing, and financing problems, are but a 
few. Of equal, if not overriding, concern to the small-business seg- 
ment of our economy is the question of the smaller firm’s receiving its 
fair share of our Government’s expenditures for goods and services. 
Most indices reveal that the smaller companies are not being permitted 
to make their proportionate contribution in this area. In the field of 
manufacturing, the Department of Commerce reports, small plants of 
500 employees or less constitute 98 percent of all such establishments, 
employ over 50 percent of those working in manufacturing, and 
account for almost one-half of the value added to products by manu- 
facturing. This information becomes more meaningful when con- 
sidered in connection with the statistics covering the share of prime- 
contract dollars which have gone to small business over the past 3 
vears. In fiscal year 1955, small business received 21.5 percent of the 
Department of Defense dollars. In fiscal year 1956 this share dropped 
to a mere 19.6 percent. . In fiscal year 1957 the small-business share 
of defense dollars remained at this same level. 

Particularly significant to vour committee is the fact that small 
business is also receiving a continually decreasing share of those con- 
tracts within its “potential”; that is, those products deemed by the 
military itself to be suitable for production by the smaller suppliers. 
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Statistics reveal that small business received in fiscal 1955, only 69.4 
percent of those contracts within its potential. This percentage fell 
to 63.8 percent during fiscal year 1956. and dropped even further, to 
an alarmingly low 60.5 percent, this past fiscal year. 

Your committee is not unaware that recent years have brought about 
a marked change in the type and nature of military supplies and 
weapons being purchased. Rapid technological advancement has re- 
sulted in a great increase of extremely complex and costly military 
weapons in our defense arsenal.. Members of your committee have 
heard from military policymakers that these new weapons are incapa- 
ble of production by our smaller suppliers. While realizing that this 
may be the case for certain of these items, your committee cannot 
accept this as a complete justification for the continuing decline in the 
share of contracts going to small business. The loss to our defense 
effort of the dispersed Facilities, the increased competition, and the 
skills and talents represented in our smaller companies, resulting from 
acceptance of such a generalized declaration, is alarming. In these 
extremely perilous times, it is the belief of your committee that ever- 
increasing efforts are called for on the part of the Department of 
Defense to insure participation in its programs by the scientists, the 
engineers, and the skilled administrators carried on the rolls of our 
smaller firms. 

In order to exchange ideas and thoughts on matters such as these 
and to inquire into the progress made by the various military depart- 
ments in connection with their small-business programs, your com- 
mittee, this past year, continued its program of public hearings, with 
the material Secretaries of the Defense Department and the three 
military services as the principal witnesses. In order to determine if 
the small-business principles and procedures set down by these policy- 
makers were, in fact, being properly implemented, your committee also 
called upon the military chiefs of the Army technical services, the 
Navy bureaus, and the senior Air Force commands to describe what 
action they had taken to foster small-business programs within their 
respective commands. 

This report will summarize testimony received by the committee 
during the 6 days of hearings and will set forth certain conclusions 
and recommendations deemed appropriate. Reference will also be 
made to activity by the Small Business Administration in the procure- 
ment field and to certain substantive action taken by members of your 
committee over the past year to increase the share of Government 
contracts going to small business. 


Cuaprter I. Hrartnes—1957 


The 1957 hearings were conducted by this committee’s Subcommittee 
on Government Procurment and were held over a period of 6 days, 
as follows: 

June 25, 1957: Department of Defense, Department of the 


Army. 

June 26, 1957: Department of the Army (continued), Army 
Ordnance Corps. 

June 28, 1957 : Department of the Air Force, Air Materiel Com- 
mand, Air Research and. Development Command. 
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July 11, 1957: Department of the Navy, Office of Navy Research, 
Marine Corps. 

July 12, 1957: Department of the Navy (continued), Bureau of 
Ships, Bureau of Aeronautics, Bureau of Supplies and Accounts, 
Bureau of Yards and Docks, Bureau of Ordnance. 

July 30, 1957: Department of the Army (continued), Corps 
of Engineers, Chemical Corps, Signal Corps, Quartermaster 
Corps, Transportation Corps. 

All military departments and their respective technical services, 
bureaus and appropriate commands, were notified, in advance of their 
scheduled appearance, concerning specific procurement matters of in- 
terest to the committee, and were also invited to submit written reports 
on various topics. This procedure was a continuance of the policy 
established during the 1956 hearings and enabled the members of yuut 
committee to devote a large percentage of the actual hearing time to 
questioning and discussion. 

In addition to a general statistical presentation of the extent of 
small-business participation in each agency’s procurement program, & 
report was requested concerning the various programs and _ policies 
initiated within each agency since the last hearing date designed to 
assist small business. Listed below are certain of the subjects on 
which each agency was requested to report. 

1. Detailed procedures being followed relative to reviewing or 
screening procurements before solicitation (both formally ad- 
vertised and negotiated, classified and unclassified). 

2. Criteria used for determining items suitable for small busi- 
ness. 

3. Policy regarding selection of bidders’ lists. 

4. Policy relating to use of specifications and the determining 
factors permitting deviations. 

5. Present policy regarding progress payments to small business 
versus progress payments to large business. 

6. Comments on unrealistic requirements and unrealistic de- 
livery schedules. 

7. Policy regarding review of “sole source” items. 

A marked turndown in the percentage of contracts going to small 
business, reflected in Department of Defense 1956 year-end statistics, 

rompted your committee to determine that this year’s hearings would 
be confined to an intensive review of the small-business programs 
within the Department of Defense. For the first time your committee 
received testimony on individual programs from the military chiefs of 
all Army technical services and Navy bureaus and from the two 
principal Air Force commands. The civilian agencies, although not 
invited to testify at open hearing, were nevertheless requested to 
submit written reports concerning their small-business programs. An 
analysis of these programs will be made in your committee’s Eighth 
Annual Report, to be issued early in 1958. 

Efforts were made by your committee to restrict the testimony to 
problems.of a general nature, principally those about. which an appre- 
ciable number of small businesses had complained during the previous 
year. Noeffort was made to explore individual procurement cases dur- 
ing this set of hearings, attention being devoted primarily to matters 
of a broad-policy nature. The following four chapters will summarize 
the testimony of the various military agencies. These summaries are 
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not intended to incorporate all of the topics discussed with the military 
witnesses, but, rather, to focus attention on procurement matters of 
specific and continuing interest to your committee. For those having 
an interest in the entire proceedings it is suggested that the transcript 
of the hearings be reviewed. Copies may be obtained upon request to 
the committee. 


Cuaprer II. Department or Derense 

A. Policy 

E. Perkins McGuire, Assistant Secretary of Defense, Supply and 
Logistics, accompanied by Graeme C. Bannerman, Director of Pro- 
curement Policy, and Joseph R. McKellar, Director of Small Business 
Policy, presented the Department of Defense report on its small-busi- 
ness programs and policies. Mr. McGuire advised your committee 
that since assuming his duties in January of this year he had devoted 
a large part of his time toward gaining a sound understanding of the 
problems of smaller suppliers and in familiarizing himself with the 
problems the Defense Department encounters in assisting these sup- 

liers and in assuring them of an equitable opportunity to compete. 
Mr. McGuire indicated that he had a profound interest in establish- 
ing and maintaining a solid foundation of policy that would offer 
small business affirmative assistance. 


B. Subcontracting 

The Assistant Secretary reported to your committee on the Depart- 
ment of Defense small-business subcontracting program which was 
initially established in April of 1955. The first comprehensive report 
covering data received from 241 reporting units within 197 different 
companies having contracts in excess of $1 million during the period 
July 1 through December 31, 1956, had been completed. Mr. McGuire 
stated that these 197 different companies received as revenue from 
prime contracts $6.6 billion and in subcontract receipts an additional 
$1.2 billion, for total receipts of $7.8 billion. Small-business suppliers 
to these 197 companies had received $1.6 billion, or 21.2 percent of the 
total contract receipts, as subcontract receipts at the first-tier level. 
Your committee is pleased that the reporting system covering the sub- 
contracting program has finally gotten underway; however, it ques- 
tions whether a sufficient sampling has been made of all defense con- 
tractors having contracts in excess of $1 million. Your committee 
feels that efforts should continue to bring under the reporting system 
additional numbers of million-dollar prime contractors so as to deter- 
mine whether this first-tier subcontracting percentage is realistic or 
merely a one-time total. 


C. Cooperation with Small Business Administration 

Mr. McGuire commented upon the cooperation extended by his office 
to the Small Business Administration in efforts to assist that agency 
in assuring small business an equitable opportunity to compete in de- 
fense contracts. The Secretary advised your committee that his 
Director of Small Business Policy and Theodore Haugh, Small Busi- 
ness Administration liaison officer, hold weekly meetings to discuss 
the effectiveness of the small-business program and to resolve any 
problems that may arise in its operation. Further evidence of the 
cooperation between the Department of Defense and the Small Busi- 
ness Administration was the increased activity in connection with 
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artial and total set-asides of procurements. Mr. McGuire indicated 

is support of this activity and commented upon his change of procure- 
ment policy. this-year which resulted in can the weighted-average 
pricing policy on multiple-award set-asides, considered oppressive to. 
smaller suppliers. 

Concerning the statistical accomplishments of the joint Department 
of Defense-Small Business Administration set-aside programs, Mr. 
McGuire reported that in fiscal year 1956, out of 6,127 set-asides initi- 
ated by the Small Business Administration, the Department of De- 
fense concurred in 5,708, amounting to $490 million, of which 4,635 
resulted in actual awards to small business for a total of $342 million. 
The Secretary added that during the first 11 months of fiscal year 1957 
8,176 set-aside actions out of 8,359 initiated were agreed to by the De- 
partment of Defense, with 6,619 resulting in awards to small business 
for a total dollar value of $432 million. The Secretary pointed out 
that these statistics illustrated two important points, one being the 
increase in dollar value resulting from the number of set-asides cur- 
rently being made, as contrasted with last year, and the other the 
decrease in the number of rejections the Department of Defense had 
made of set-aside actions initiated by the Small Business Adminis- 
tration. 


D. Advertised versus negotiated contracts 


Mr. McGuire advised your committee that the Department of De- 
fense report of April 23, 1956, entitled “Effect of Advertising, Nego- 
tiation, and Synopsis on Small Business Participation in Defense Pro- 
curement,” which covered the 4-month period from July 1 to October 
1, 1955, had now been updated to cover the full 12 months of fiseal year 
1956. The Assistant Secretary indicated that the 12-month study sup- 
ported the same general conclusions reached as a result of the earlier, 
shorter survey; that is, negotiation as a method of procurement does 
not tend to decrease the share of military prime contracts going to 
small-business concerns. 

Your committee appreciates the reasons behind the Department of 
Defense efforts to make a case for negotiated contracts especially where 
small business is concerned. Be that as it may, the fact remains that 
Congress has determined that advertised competitive bidding is the 
rule in Government contracting, and your committee feels that De- 
fense efforts might more properly be expended in attempts to elimi- 
nate those conditions which it feels require negotiation, rather than 
to devise voluminous data defending this process. Nevertheless, con- 
siderable effort and time have gone into the two studies on this prob- 
lem now completed by the Department of Defense, and it is only 
proper that the Department have the advantage of your committee’s 
views thereon. A recent study of this report gives rise to, among 
others, the observations that both reports have been based upon figures 
considered by the military to be within the “potential” of small busi- 
ness. This basis provides for the possibility of a large number of 
vagaries and inaccuracies as a result of personal opinions of procure- 
ment officers concerning the classification of items within the small- 
business potential. 
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Concerning table I of the report, out of $4.5 billion in contracts 


over $10,000 in amount and considered suitable for small business, 


approximately $2.5 billion was awarded through advertised bidding. 
Small business received $1,560 million, or 62.7 percent of these con- 
tracts. Of the $2,025 million awarded by negotiation, small business 
received $1,182 million, or 58.4 percent. Had the small-business share 
of these awards by negotiation been the same as the share received 
from advertised bidding, smaller firms would have received an addi- 
tional $87 million in awards. 

Table II indicates that approximately $800 million was awarded 
to small business through negotiation on contracts below $10,000 in 
value. It is further indicated that frequent negotiation in this cate- 

ory is mainly attributable to the large volume of actions below $1,000 
yn value. The implication is left that procurements in this area are 
primarily awarded to small business, However, it is reasonable to 
assume that the majority of these low value, presumably off-the-shelf 
purchases, were made through regional or local distributors or dealers 
furnishing the nationally advertised products of large firms and 
eould hardly be considered a great n to small producers or 
manufacturers. 

Table III is interesting primarily because no statistics were included 
for the Department of the Air Force. Since the Air Force is the 
principal spender of defense funds and the greatest advocate of nego- 
tiated contracts, your. committee. questions the.significance of these 
omitted figures. This omission considerably aids the position adopted 
by the Defense Department but can only distort the true picture. 

Study and evaluation of this second and more comprehensive report 
is being continued by your committee. 


E. Small Business Industry Advisory Committee 

The Secretary reported on the establishment of the Department of 
Defense Small Business Industry Advisory Committee earlier this 
year. The Committee is comprised of 18 members representing both 
Jarge and small suppliers to the three military departments. Mr. 
McGuire stated that the purpose of this Committee was to draw from 
industry an evaluation of Department of Defense small-business 
policy. ‘The Defense Department spokesman reported that the Com- 
mittee had met for its second quarterly meeting the week prior to his 
testifying and had unanimously passed a resolution which he felt rep- 
resented the feeling of the majority of small business and, therefore, 
merited quoting. The resolution is as follows: 


We expect to face fair competition, operating under the 
same conditions, and we are for a competition that does not 
enjoy exclusive and unjustifiable privileges. Furthermore, 
we believe that it is the mission of the Department of Defense 
to keep our country in a state of keen preparedness, and not 
to try to maintain a balanced economy among American 
industry. 
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To questions by your committee concerning the declaration in the 
statement that it is not a mission of the Department of Defense to 
try to maintain a balanced economy, Mr. McGuire stated that the 
resolution was adopted independent of any guidance from his office 
and that he agreed that it was certainly one of the missions of the 
Department of Defense to be interested in a balanced economy within 
the country. 


F. Armed services procurement regulations 


The Defense witness advised your committee that a draft had 
been completed for a new section of the Armed Services Procure- 
ment Regulations, entitled “Small Business,” which would contain 
a codification of all Department of Defense directives and instruc- 
tions relating to small-business policies. (This draft was subse- 
quently approved as Armed Services Procurement Regulation Change 
24, dated July 19, 1957.) The Secretary felt that having this sec- 
tion included in the regulations would give small business a central 
rena of reference for programs to assist them. In the same vein, the 

ecretary stated that in an effort to simplify procurement regulations 
and forms being used by all Government agencies, a task force com- 
posed of personnel from the General Services Administration, De- 
partment of Defense, the Small Business Administration, and other 
agencies of the executive branch, was currently making a study with 
a view to effecting such a simplification of regulations. In the wit- 
ness’ opinion this simplification would be a worthwhile accomplish- 
ment toward assisting small business. 


G. Research and development 


Mr. McGuire devoted a considerable portion of his testimony out- 
lining the numerous difficulties presented to smaller firms desirous 
of participating to any appreciible extent in the Department of De- 
fense research and development proyrams. Your committee was 
relieved to learn, however, that the Department was aware of the 
necessity for keeping the door open for all competent small research 
and development firms. For this reason the Assistant Secretary of 
Defense for Research and Engineering had assigned a representative 
to work with the Director of Small Business Policy to develop steps 
or procedures which could be taken to render Defense research and 
development programs more readily available to the smaller firms. 
Your committee feels that such a program is certainly required, in 
view of the continuing decline in the percentage of research-and- 
development dollars being awarded to small business (see table I, p. 9). 
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Taste I.—Department of Defense net value of military prime contract procure- 
ment actions for experimental, developmental, and research work with large 
and small concerns for work in the United States, fiscal years 1956 and 1957 


[Amounts in thousands] 





Fiscal year | Fiscal year 
Type of concern and department 1956, all 1957, all 
concerns ! concerns ! 


PO a aiaiiisete le taenaintienl nrtctindiltenrenaiihetiiinial ieeainimiiloedinaanel $2,404,441 | $3, 266, 371 





I. penadncntperecoehennmenedbanssepecatebtipbatpuihulnaadiiliaiee 387, 205 432, 149 
DENT sotes c9<<raecirinemnmenduqood-cnaenshapigndihabahiertshaedieumbania’ 516, 118 713, 147 
REP FIM gcc cergplecewenepansdotugdteedsh net pobeaneebgbasetehe 1, 501, 118 2, 111, 075 
——— ee Se 
Fa cok ep pbcncdndaacancqanspepeasageperancugap apne tendnes 2, 263, 254 3, 114, 368 
TEED. paanocedenpqoenanegnpencsccenagsosenpnegecnennssondpanetnsenesens 350, 636 393, 914 
DEG Th. snnnncnddndnevscssegepesesoangsiccsne}sdesapasbesduaebbeaseuasen 466, 256 654, 
TED UL dui wianniveneepangirethebanmeansipstinnbaisde distin 1, 446, 362 2, 066, 415 
are a a rl 141, 187 142, 003 
MEE cdestsbobrimevretnagdpmaceesectsadbapgpntiin gine diabiaaeined 36, 569 38, 235 
POET oe anerescbenenascenanghocodehenasnagahiinadunaineneniigiewamenaning 49, 862 59, 108 
SEP TURE. ccd dnapupccceiagscccedépggcccocssbincupdstbosddslabitenseeinns 54, 756 44, 660 
_———===jjE_™_—Ws!“—“——SSSS 
Gs SERSITES GE POTONE GE WGN ncn nc ccc ewe cess e te cccdcadiskbtssdecccce 5.9 4.4 
JIE. « pancauheonesesdudascntesrdsbdateedisstdacndieidathiatahedeall 9.4 8.8 
FUE nig cclocnadinmablidinnesinn dbdemapeuieibag ap aanandmieuntiabiadetnaaal 9.7 8.3 
DEP BE -ccichamponpsdhcnapnsccriehtdbsbaaiktenadneidudapeidlienmntiil 3.6 2.1 





1 Includes educational and nonprofit as well as business concerns. 
4 Includes contracts for work in United States territories and possessions. Excludes contracts for work 
in foreign countries, and intragovernmental procurement. 


Source: Prepared by Office of the Assistant Secretary of Defense (Supply and Logistics), Aug. 27, 1957 


H. Small-business statistics 


The Assistant Secretary voiced his concern over the decline in the 
share of total dollars going to small business and also regarding the de- 
crease in the percentage of small-business participation within their 
potential. The latest published figures at the time of Mr. McGuire’s 
testimony reflected that through March 1957, small business wes re- 
ceiving only 16.9 percent of the total dollars expended by the Depart- 
ment of Defense. The witness did observe that a report incorporating 
an additional month evidenced an increase to 17.7 percent. Your 
committee was gratified that fiscal year-end statistics did finally return 
from a midyear low of 16.4 percent to the previous year’s level of 19.6 
percent. (See table II, p. 10.) Mr. McGuire concluded his testi- 
mony by advising your committee that the Department of Defense 
was currently considering several proposals to be jointly initiated with 
the Small Business Administration that could assist the Department 
of Defense to operate on a more efficient basis. He stated as one of 
these proposals the making of setasides at inventory control plants 
instead of at a field-level activity. This, and other formulative con- 
cepts are to be tested at experimentation areas, and, if proved beneficial 
to small business without disrupting sound procurement practices, 
would be recommended to the military departments for adoption. 
The witness added that his past business experience in the field of 
merchandising and as Chief of Procurement for the Navy during 
World War il, gave him an appreciation of what small business 
means, not only to national defense but, also, to the entire economic: 
structure of the country. 
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TasBle II.—Net value of military procurement actions, by Department, fiscal 
years 1951-57 


[Amounts in millions] 


Fiscal year— 
Procurement action, category, Total | me and 


and department — 
1951 | 1952 | 1953 | 1954 1955 1956 1957 





















































Wht os cescisccccsrecouned cect 1$178, 939 /$32, 649 |$43, 560 1$31, 812 's13, 27 'si6, 582 |$19, 590°] $21, 458 
iit tr re 15, 672 | 20,101 | 9, 408 | 3,110 5,238 | 4,606| 5,456 
POET b nacthidbda tied: tu anise 8, 059 | 10, 923 7, 907 | 4,349 | 4,659 | 6,240 6, 589 
POUR sinsin Siew cies. 8, 918 | 12, 545 | 14,497 | 5,820] 6,685 | 8,654] 9, 413 

For work outside United States... _| . 762 “ie 319 | "3. 418 | 1,411 L111 | a 406 1, 602 
Retin ind eto ia 6, 767 681 | 1,025] 2,016 920 697 699 729 
Dee. on ccna ; scenal, saa 8 59 481 206 215 502 551 
Rr P6068... sic... | 2, 240 73] 25] 921; 25] 19 205 322 

Intragovernmental. ...............- | 4, 261 1 1, 1, 064 } 768 | 872 | 420 541 434 462 
OE wevtrhp Ske Dunnccnedoin’ | 1,974] 360| 372] 1K | 244] 239] 166 178 
Navy !______. desde | 1,426 599 | 4) 143| 81 164 OW 7 
Rie Fates..650=-- : | 961 | 105 132 | 114 | 95 138 172 205 

With business and nonprofit firms| | | | sr - ery 

for work in the United States.....| 163, 649 | 30, 823 | 41, 482 | 27,822 | 11,448 | 14,930 | 17,750 | 19,394 
een 2. al dd... ..-esei.n..1 SA 14 631 | 18, 704 | 7,077 | 1, 946 | 4,302 | 3,831} 4,549 
eee. ool... ..| 45,213 | 7,452 | 10,600 | 7,283 | 4,062] 4,2801 5,642 5, 959 
NN op ae ne nnn arenes | 63.238 | 8740 | 12178 | 13,462 | 5, 440 | 6,348 | 8,277] 8,886 

Witb smali-business firms. ._.._.._- | 31, 484 6, ” 6, 436 | "7,066 | 4, 608 9 902 | 3 214 3, 475 | 3 783 
Bee att SE Soe Le | 47, 730 | 4,362 | 3,960 | 2,584| 1,488| 1,834| 1,675] 1,827 
Navy !_..:..2.- i -----| 9,042] 1,213 ae 2,409/ 1,415] 856| 804} 1,114 1, 231 
Air Force__- | 4,712 | R61 | _ 697 609 | 558 576 | 686 725 

Smali business percentage. ._._...- ~ 193| 20.9 17.0| 166] 23] 21.5| 196| 106 
iNET oe tk ee | 32.0 | 2.8] 21.2 | 365| 75 |} 426] 43.7 40.6 
Mine ri es eles | 20.0] 163] 227] 104] 21) 188 19.7 20.8 
Air Force...._...----- marty 724/ 991 5&7] 45] 103] 9.1 8.3 8.2 

| | | 











1 Includes procurement actions of the Military Petroleum Supply Abdiinp and its pre ne hana! the Armed 
Services Petroleum Purchasing Agency. 


Ll. Office of Small Business Policy 

Upon being questioned, Mr. McGuire replied that the establishment 
of the Office of Small Business Policy was an elevation of that Office 
from its previous designation as Small Business Adviser, but that he 
was unaware of any plans to elevate similarly the small business ad- 
visers of the three military departments or to make a study of the 
matter of adequate compensation for the small-business specialists. 
The Defense representative indicated that Mr. McKellar met with rep- 
resentatives of the military services in weekly meetings to coordinate 
these and other problems, and that any personnel problems being en- 
countered by one or another of the three services would receive the 
attention of the Office of Small Business Policy. 

Your committee is disappointed that more positive proposals or 
plans to insure small-business participation were not voiced by the 
Assistant Secretary and trusts that the recommendations made in this 
report will receive Mr. McGuire's earliest consideration, so as to insure 
immediate implementation, in keeping with his desire to assist. our 
smaller firms. 








iscal 
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Crapter IIIT. DerparTMENT oF THE ARMY 


A. Policy 
| Frank Higgins, Assistant Secretary of the Army Ce ac- 
| companied by Jack Askins, Army small business adviser, and Brig. 


Gen. A. F. Cassevant, Director of Procurement, Department of the 
Army, furnished a report covering the small-business — con- 
ducted by the Department of the Army during the preceding year. 
Secretary Higgins made a brief opening statement describing the 
small-business policy of the Army and expressing his awareness of 
the importance of the small-business ys yer in our overall econ- 
omy, as well as its necessity in the field of military logistics. Mr. 
Higgins pointed out that, because of this conviction, the Army main- 
tains approximately 360 small-business specialists, at all echelons, to 
assist qualified small firms in doing business with the Army. The 
Assistant Secretary pointed out that in the operation of the Army 
program over the past 2 years he personally had conducted a series 
of procurement conferences with his contracting officers and procure- 
ment personnel throughout the United States. Similar meetings 
have been arranged with representatives of large and small industries 
so that Army policy might be learned firsthand and problems dis- 
cussed with the Assistant Secretary and his support personnel. In 
further assistance to small industry and in support of Army procure- 
ment personnel, including small-business specialists, Mr. Higgins ad- 
vised your committee that two booklets had recently been published 
and released, one a list of the names of the Army small-business spe- 
cialists at principal purchasing offices, the other an alphabetical list 
of prime contractors who hold Army contracts in excess of $1 million 
and had expressed a willingness to place a maximum of subcontracts 
with small business. Mr. Higgins reported that during the 9-month 
period of July 1, 1956, to March 31, 1957, some $1,221,048,000, or 39 
percent of the total dollars expended by the Army, had been placed 
with small business. ‘This, he conceded, was a decline of approxi- 
mately 2 percent from the percentage awarded during the comparable 
period of the preceding year. Mr. Higgins concluded his brief re- 
marks by observing that he believed that small business was important 
to the Army, it being the “pork in the beans or the ham with the 


” 
eggs. 


B. Set-aside program 

General Cassevant augmented the Assistant Secretary’s testimony 
by pointing out that the Department of the Army, at all levels, at 
headquarters as well as in the field, has endeavored to be understand- 
ing and helpful to small business in its effort to obtain Army contracts. 
In answer to questioning, General Cassevant indicated that he would 
not be reluctant to see increased activity in the set-aside program and 
that the Department of the Army would adopt a policy or program in 
fiscal year 1958 to attempt to achieve a higher percentage of set-asides 
for small business. On this subject your committee was advised by 
the Army representative that on May 14, 1957, Assistant Secretary 
McGuire had issued a memorandum to the three material Secretaries 
urging greater emphasis on the Small Business Administration- 


23004°—58 SS. Rept., 85-1, vol. 4—-—77 
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Department of Defense joint determination set-aside program and 
also on the Department of Defense unilateral set-aside program, 
Your committee was furnished a copy of a memorandum from Assist- 
ant Secretary Higgins to the Deputy Chief of Staff for Logistics of 
the Army, dated July 12, 1957, wherein Mr. Higgins wholeheartedly 
supported this policy of Mr. McGuire’s and urged that it be brought 
to the immediate attention of all Army procurement personnel, espe- 
cially contracting officers. Your committee was also provided with 
a copy of a directive from the Adjutant General of the Army to the 
chiets of the technical services and Zone of the Interior armies, caus- 
ing the memorandums issued by both Mr. McGuire and Mr. Higgins 
to be implemented and affixing a suspense date of July 1, 1957, to 
insure earliest compliance. Your committee was gratified to learn of 
the immediate action taken by Department of the Army policy per- 
sonnel in connection with this effort to be of assistance to our smaller 
firms. 


C. Assistance to small business 


Jack W. Askins, small-business adviser to the Assistant Secretary 
of the Army, furnished your committee with the details of the Depart- 
ment of the Army’s small-business program. Mr. Askins stated that a 
significant Acindacieniad reflecting the increasing awareness within 
the Army of the necessity to assist small business was the adoption of 
a small-business check sheet for use of the inspector general of each 
technical service during inspections of military facilities under his 
cognizance. The Army spokesman added that the Department of the 
Army, in an effort to be of additional assistance, had recently pub- 
lished and distributed a list of those installations having sample dis- 
plays and exhibits of the items procured by its purchasing offices in 
order that the small-business man could determine for himself whether 
his plant is capable of producing that type of item. Your committee 
was informed that the Department of the Army now had 57 such 
sample displays and exhibits at various posts, camps, and stations 
throughout the country. The Army small-business adviser stated 
that basic Army policies and procedures in the field of small business 
were based upon the equitable-opportunity philosophy. He indicated 
that the guidelines for such policy, reproduced hereunder, were subse- 
quently adopted by the Department of Defense. 


EquirasLe OprporTUuNITY FOR SMALL BUSINESS 


An equitable opportunity exists when the following condi- 
tions are met: 

1. When small business firms are afforded the opportunity 
of being placed on all bidders’ mailing lists for which they 
are qualified. 

2. When small business firms are on bidders’ mailing lists, 
they receive invitations for bids and/or requests for proposals. 

3. When bidders’ lists are too large to go to all sources, and 
as a result the bidders’ list is rotated, there is a pro rata share 
of small business firms included in those firms solicited. 

4. When the quantities are appropriate or partial bidding 
is permitted. 
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5. When specifications are adequate and clear. 

6. When drawings are available and understandable. In 
those isolated instances where drawings are not available the 
invitations for bids or requests for proposal state where draw- 
ings can be reviewed. 

7. When delivery schedules are realistic and reasonable. 

8. When sufficient time has been allowed for the prepara- 
tion of a bid or proposal. 

9. Proposed procurements of $10,000 or more are publicized 
in the Department of Commerce synopsis. 

(Prepared by Office of the Army Small Business Adviser, 
June 17, 1957.) 


The Army witness submitted for the record a copy of a presolicita- 
tion check list (DA Form 1877) adopted by the Army on January 1, 
1957, and its accompanying instructions, which Army contracting 
officers are required to accomplish before solicitation of bids from 
industry. 


D. Subcontracting 


Mr. Askins, in reporting on the subcontracting program of the 
Department of the Army, informed your committee that of the con- 
tract dollars awarded 64 primes with contracts in excess of $1 million, 
17.3 percent went to small business at the first-tier subcontract level. 
Mr. Askins indicated that he did not feel that this 17.3 percent 
could properly be added to the 39 percent of total dollars going to 
small business on a prime-contract basis since the number of companies 
solicited comprised only a segment of those who had received contracts 
in excess of $1 million and, in his judgment, merely reflected an un- 
realistic one-time total. 


E. Research and Development 


In connection with the Department of the Army Research and De- 
velopment program, your committee was informed that it was the 
policy of the Department of the Army to award research and develop- 
ment contracts to the firm submitting the best offer (price and other 
factors considered), regardless of the size of the firm, providing the 
firm submitting the best offer had the requisite engineering, technical, 
and financial capability to perform the desired service. 

Mr. Askins testified that on May 13, 1957, he was appointed as 
small-business adviser for the Director of Research and Development, 
Department of the Army, and also as small-business adviser to the 
Army Chief of Research and Development. He stated that, in sup- 
port of his appointment as small-business adviser for research and de- 
velopment, 32 small-business specialists are now assigned duties in 
this area. For the first 9 months of fiscal year 1957, small business 
received 31.8 percent of the total contract awards and 10.2 percent of 
the total dollars expended for research and development prime con- 
tracts, according to the Army witness. 

F. Claimant program 


_ Subsequent to testimony by the Department of the Army representa- 
tives and at the request of your committee, the Army furnished a re- 
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port on awards to large and small business under that Department's 
claimant programs. (See table III, p. 14.) A study of this report 
indicates that, even in the field of complex and expensive items, small 
business responds to bid offerings and receives an extremely high 
percentage of awards on those items on which they are invited to 
submit bids. For example, of the $16,329,000 worth of A-2 (guided- 
missiles program) contracts considered within the small-business 
potential and offered to small business, $15,323,000 was awarded to 
the smaller companies. Of $4,608,000 in category A-3 (ships) con- 
sidered to be within the small-business potential, $3,985,000 was ac- 
tually awarded to small business. Your committee believes that, in 
view of this high relationship between contracts offered and contracts 
awarded, an increase in the amount considered within the small-busi- 
ness potential and subsequently offered to small business might well 
result in an increase in the amount awarded to small business. 


TasLe III.—Department of the Army procurement by programs,’ July 1, 1956, 
through Mar. 31, 1957 


















































































































Total awards | Totalawards| Total small Awarded 
Sym- Program to large to large business to small Percent 
bol and small business potential business of (¢) 
business 
(a) (b) (c) (d) (e) (h (g) 
Total, including un- | 
der $10,000. ......... $2, 749, 332, 000 | $712, 961, 000 |$1, 896, 098, 000 |$1, 183, 137, 000 
Under $10,000............... 464, 283, 000 153, 816, 000 464, 283, 000 310, 467, 000 67.00 
Total, $10,000 and over...... 2, 285, 049, 000 559, 145, 000 | 1, 431, 815, 000 872, 670, 38. 20 
A-1 | Aircraft.........--.-.------- 6,002,000} 5,818, 000 661, 000 184,000 | 3.10 
A-la | Airframes...............-.-- 3, 015, 000 2, 906, 000 368, 000 109, 000 3.60 
A-1b | Engines. -- 1, 574, 000 1, 525, 000 256, 000 49, 000 3.11 
A-le | Other-....-.-.- 1, 413, 000 1, 387, 000 37, 000 26, 000 1&4 
A-2 | Guided missiles...........-- 342, 127,000 | 326,804,000 | 16,329,000 | 15,323,000] 4.50 
Bt E02. pecerhncttionciel 4, 928, 000 943, 000 4, 608, 000 3, 985, 000 81.00 
A-4a | Combat vehicles___......-.- 58, 358, 000 53, 409, 000 7, 133, 000 4, 949, 000 8. 50 
A-4b | Noncombat vehicles......-. 64, 975, 000 58, 285, 000 34, 481, 000 6, 690, 000 11. 50 
A-5 WEEE, cacccaawensanonene 30, 756, 000 26, 560, 000 7, 177, 000 4, 196, 000 13. 60 
A-4 Ammunition............---. 191, 134, 000 174, 089, 000 23, 155, 000 17, 045, 000 8.90 
A-7 OSSTORNGS .. .conccecaccesces 157, 510, 000 116, 782, 000 61, 675, 000 40, 728, 000 26. 00 
A-8 | Fuels and lubricants.....-.- 2,271,000 | 1,454,000 | 2, 254, 000 | 817,000 | 31.80 
A-8a | Petroleum..........-..----- 561, 000 33, 000 561, 000 528, 000 94, 00 
Bly 4 See TO .. nconnanncavenosen 28, 000 0 28, 000 28,000 | 100.00 
A-8c | Containers.................- 1, 682, 000 1, 421, 000 1, 665, 000 261, 000 15. 50 
A-9 | Textiles and clothing.....-. 163, 666,000 | 59, 105,000 | 163, 455,000 | 104, 561,000 | 64.00 
B-1 Building supplies_-.......-.. 1, 841, 000 369, 000 1, 758, 000 1, 472, 000 81. 00 
B-2 DISSED. « 6066t0rcce seeps 385, 568, 000 97, 071, 000 353, 270, 000 188, 497, 000 48. 90 
B-3 | Transportation equipment-- 301, 000 245, 000 88, 000 56, 000 18. 50 
B-9 Production equipment...... 18, 636, 000 14, 819, 000 4, 842, 000 3, 817, 000 20. 60 
C-2 Construction -.............- 603, 278, 000 234, 682, 000 570, 119, 000 368, 596, 000 57.00 
C-9 | Miscellaneous....--...---- 191, 646, 000 | 107, 999,000 | 145,792,000 | 83,647,000 | 43.90 
C-9a | Construction equipment.... 13, 139, 000 12, 090, 000 6, 195, 000 1, 049, 000 8.00 
C-9b | Medical supplies.........-.. 45, 506, 000 29, 164, 000 34, 760, 000 16, 342, 000 35. 90 
C-9e | Photographic. ---_-......-.-.-- 488, 000 182, 000 328, 000 306, 000 62. 90 
C-0d | Materials handling equip- 
Dh ccmndiaeenetoounete 220, 000 100, 000 155, 000 120, 000 54. 60 
O-Oo | All Cli ckccccncscccccsacsces 132, 293, 000 66, 463, 000 104, 354, 000 65, 830, 000 49.70 
eM koe ass 62, 052,000 | 33,945,000 | 35,018,000 | 28,107,000 | 45.00 
Hatt B00G8 . cccodcccnscrebee 1, 068, 214, 000 886, 122, 000 307, 699, 000 182, 092, 000 17,00 
ED nanemeevnenapenes 551, 505, 000 257, 630, 000 518, 979, 000 293, 875, 000 53.00 


1 Net basis; prime contracts only. 
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G. Technical services 

The Chiefs of the Army Ordnance Corps, the Signal Corps, the 
Corps of Engineers, the eee Corps, the Chemical Corps, 
and the Quartermaster General, accompanied by supporting person- 
nel, appeared before your committee to report on the details of their 
various small-business programs being carried out under the policy 
set forth by the Department of Defense and the Department of the 
Army. A review of their testimony and written presentations indi- 
cated that, in general, the technical services were conforming to estab- 
lished policy, set at higher echelons. Certain discrepancies were noted, 
however, subsequent to the hearings and were brought to the attention 
of the appropriate personnel by the subcommittee chairman. Your 
committee is pleased to note that some of the technical services have 
taken steps and adopted procedures which demonstrate a true aware- 
ness of the importance of the small-business program and a sincere 
interest in furthering the principles of such programs. Your com- 
mittee feels that a review of the testimony and written presentations 
of all technical services by each of the others would serve to increase 
the effectiveness of individual programs, proving of assistance in in- 
creasing within any one service the percentage of dollars going to 
smal] business. 


CuaptTer TY. DeparTMeNnt or THE Arr Force 


A. Policy 

Dudley C. Sharp, Assistant Secretary of the Air Force (Materiel) 
asserted that he, personally, attached great importance to the subject 
of small business and remarked on its value to the Air Force not only 
in the meeting of defense requirements but also toward maintaining 
a well-balanced and healthy economy. Secretary Sharp commented 
on Air Force action taken during the preceding 12 months which he 
felt had enhanced the position of small business in the area of Air 
Force procurement. Mr. Sharp related that, subsequent to your com- 
mittee’s hearings last year, a full-time executive for small business had 
been assigned to headquarters, Air Research and Development Com- 
mand. He also advised that an additional increase in the Air Force 
small-business organization took place in December of 1956, with the 
assignment of executives for small business at seven other major com- 
mands. The Secretary stated further that, at the request of General 
Irvine, Assistant Chief of Staff (Materiel), representatives at the 
base level were designated at each of some 150 procurement offices to 
serve as the focal point for small-business matters, 

The Air Force witness indicated to your committee that he backed 
the Air staff’s belief that the small-business program as developed and 
conducted throughout the Air Force, was highly aggressive and effec- 
tive. Mr. Sharp asserted that he had spent considerable time, person- 
ally, observing the operations of the small-business program and 
cautioned against any false evaluation of the prime contracting aspect 
of the Air Force small-business program, since so many contracts for 
aircraft and guided missiles, must, of necessity, be placed with large, 
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industrial organizations. The Assistant Secretary voiced the obser- 
vation that— 


insofar as the Air Force is concerned, the chief market for 
small business is in their capacity of acting as subcontractors 
and suppliers. This will be increasingly so as our weapons 
and their support equipment become more and more highly 
complex. 


Your committee regrets that this has become the policy of the Air 
Force, since it can hardly be considered a solid base upon which Air 
Force small-business specialists can rely in their efforts to obtain such 
Air Force prime contracts as may be susceptible of accomplishment 
by oursmaller firms. Relegating small business to a secondary market 
level in the area of Air Force prime contracts is directly contrary to the 
expressed intent of the Congress. 


B. Budgetary readjustments 


At the conclusion of the Secretary’s testimony, your committee 
called Mr. Sharp’s attention to a news article of June 21, 1957, report- 
ing on a meeting between Air Force Secretary James H. Douglas and 
over a hundred representatives of the aircraft and allied industries, 
at which meeting suppliers were advised of “drastic” economy meas- 
ures to be undertaken by the Air Force in the near future requiring 
suppliers to “produce improved hardware at less cost.” Senator Bible 
questioned the Secretary on this matter as follows: 


Senator Brste. My question is this: If the large major air- 
craft and allied industries are forced to cut back, will this 
result in a reduction of the market for the small sub- 
contractor ? 

Mr. Suarp. Mr. Chairman, I would say that we do not 
contemplate any such reduction unless it is a proportional 
reduction. We feel very strongly in the Air Force, and cer- 
tainly I feel very strongly, that the subcontracting structure 
is an important element not only in our base, in maintaining 
our base, but it is terribly important in maintaining com- 
petition. 

We must have subcontractors supplying as much as they 
poeny can supply of the products of the primes, in order to 

e sure that we have a competitive atmosphere. For this 
reason we are going to continue our efforts, which have in the 
past been very effective in distributing the prime contractor’s 
work into the subcontract area and into small business. We 
do not intend to let up on that at all. 

Senator Brstz. If the major aircraft and allied industries 
tighten up their belt, would not it be rather logical that they 
might tighten it up at the expense of the small-business sub- 
contractor ? 

Mr. Suarp. Tam sure they would like to. 

Senator Brste. How do you propose to prevent that ? 

Mr. SxHarr. We will use our control over the subcontract 
structure which is in the contracts with the prime. We have 
the right to approve the subcontract structure just as we have 
in the past to the best interests of the Air Force, and as I 
stated before, I feel it is in the best interests of the Air Force 
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in maintaining a substantial subcontract structure. I would 
be inclined to believe that the effect of it certainly would not 
be more than proportional. 


In a talk before the Small Business Industry Advisory Committee 
meeting in Colorado Springs, Colo., on the 3d and 4th of October 1957, 
Mr. Sharp again indicated his awareness of the potential damage to 
small business which could result from a lowering of the expenditure 
rate. The Secretary commented that the expenditure adjustments 
were not specifically aimed at small business and that he would take 
such steps as necessary in the Department of the Air Force toward 
preventing major prime contractors from reducing their subcontract- 
ing programs unwarrantably. 

Your committee is gratified that Mr. Sharp believes the Air Force 
can, in fact, control the major prime contractors from tightening 
their belts at the expense of their small subcontractors. However, on 
November 15, 1957, your committee was told by the Air Force Small 
Business Adviser that no survey or study had been initiated to deter- 
mine if any damage was being done to small subcontractors in the 
cutback and stretch-out program, and no program had been launched 
by the Air Force to prevent disproportional reductions against the 
small subcontractors. Over the past few months your committee has 
received, from small avionics subcontractors, scores of letters com- 
plaining of just such occurrences; and apparently the condition con- 
tinues to worsen. The Wall Street Journal of November 20, 1957, 
in a lead article on this problem, describes the plight of dozens of 
firms in the southern California area as a result of uncontrolled 
cutbacks and cancellations by Air Force primes. 


0. Personnel 

Your committee was distressed to learn that the Air Force had lost 
several of its trained small-business specialists in recent months either 
to industry or to other Government agencies. This condition seem- 
ingly results from a combination of the recent economy efforts and an 
inability to pay personnel sufficient compensation to retain their serv- 
ices. Your committee has noted in several of its previous reports that 
there isa great disparity between grades and salaries of small-business 
specialists in the various military services, and it urges that the Depart- 
ment of Defense Director of Small Business Policy undertake to 
resolve this matter to insure sufficient senior grades to maintain quali- 
fied personnel. 

In this connection, your committee is forced to observe that it is 
somewhat disturbed over the repeated and extended foreign-duty 
assignments undertaken by the Air Force Small Business Adviser. In 
a service which poses so many obstacles to small business, having 
awarded less than 10 percent of its prime-contract dollars to smaller 
firms for the third straight year, it is the feeling of your committee that 
the chief small-business adviser should be actively engaged, on a full- 
time basis, in continuing efforts to expand Air Force small-business 
participation. 


D. Headquarters, Air Materiel Command 


Gen. E. W. Rawlings, Commander, Headquarters, Air Materiel 
Command reported to your committee on the operations of the small- 
business program at his headquarters. Encouraging to your commit- 
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tee was General Rawlings’ information that the Air Force was making 
strenuous efforts to increase the use of formal advertising in the solici- 
tation of bids. Your committee was informed that Maj. Gen. David H, 
Baker, Director of Procurement and Production for the Air Materiel 
Command had personally met with all buying personnel at headquar- 
ters, Air Materiel Command, to stress the necessity for the use of adver- 
tising whenever possible. Also, 2-week buyers’ courses, attended by 
buying personnel from Headquarters, Air Materiel Command, and all 
Air Materiel areas and Air Force depots, are currently being held, 
with a vital part of the 80-hour course devoted to stressing advertising 
as a preferred method of procurement. General Rawlings stated that 
the use of such educational techniques and management tools had 
resulted in a significant rise in advertised procurements, those within 
the small-business potential having increased dollarwise from 24 per- 
cent, in fiscal year 1955 to 52 percent in the first 10 months of fiscal 
year 1957. 


E. Progress payments 

Concerning the problem of progress payments, General Rawlings 
stated that general Air Force policy provided for such payments not 
to exceed 75 percent of the total cost or 90 percent of the direct labor 
and materiel incurred in connection with production. Progress pay- 
ments for items having long-lead times (generally in excess of 6 
months), were authorized to responsible companies as a matter of 
course. This, he stated, would apply to the smaller firms, irrespective 
of how low the dollar value of the contract. In instances where con- 
tracts involved production of a short-lead-time article, progress pay- 
ments were authorized only when the contractor, either large or small 
demonstrated an actual need. General Rawlings indicated that, of 
the progress payments now being made by the Air Force, 54 percent 
were outstanding with small-business contractors. 


F. Subcontracting and local purchases 

With regard to the Air Force subcontracting program, General 
Rawlings stated that recent reports disclosed that small-business con- 
cerns were receiving several times more dollars in subcontracting than 
the Air Force was able to award them in prime contracts. General 
Rawlings reported that during the first 6 months of fiscal year 1957 
small-business concerns received $846 million through subcontracts, 
or 22.4 percent of the total paid large contractors submitting reports 
on their subcontracting activities tothe Air Force. The General indi- 
cated his personal interest in the potential for subcontracting in the 
ballistic missile field, advising your committee that Brig. Gen. Ben I. 
Funk, his Deputy for Ballistic Missiles, had recently conducted a series 
of management conferences with missile prime contractors and had 
learned that one ICBM contractor was spending 62 percent of contract 
dollars outside his plant, one-half of which was being placed with 
smal] business firms. The Air Force had also found that another 
prime contractor, of rocket engines, was spending some 60 percent of 
contract dollars outside his plant, 70 percent of which was being chan- 
neled to smaller companies. 
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General Rawlings reported that, in the area of commercial off-the- 
shelf items of supply (local purchase), small business had assumed a 
major role in assisting Air Force bases to meet their requirements. He 
ndded that it had long been the policy of the Air Force to decentralize 
the purchase of commercially available items to the maximum extent 

ossible, since local procurement in many cases is more economical and 
efficient. The Air Force spokesman informed your committee that, as 
a result of emphasis on this type of procurement, local purchase ex- 
penditures in and around Air Force bases had increased from $303 
million in fiscal year 1951 to $765 million in the first 10 months of 
fiscal year 1957. 


G. New procedures 

General Rawlings indicated that the Air Force, in its efforts to fur- 
ther increase the small-business potential in the prime contract area, 
had recently recommended several new procedures designed to make 
small-business set-asides the rule rather than the exception. The fol- 
lowing proposals had been recommended for early implementation 
by Headquarters, United States Air Force: 

1. Mandatory use by the Air Materiel Command of synopsizing 
advance notification of procurement. 

2. Local purchase items, for which there are known to be two 
or more small-business sources from whom fair and reasonable 
prices may be expected, to be considered as set aside totally for 
competition among small business concerns exclusively. 

3. Every procurement should be set aside whether totally or 
partially for competition solely among small-business concerns 
when previous procurement records indicate that three or more 
small-business concerns submitted responsive bids on a previous 
procurement that are considered fair and reasonable. 

General Rawlings reported that he had also proposed that his small- 
business office at Headquarters, Air Material Command, enter into a 
joint program with the Small Business Administration Office at the 
Air Materiel Command to discover the actual reasons for small busi- 
= concerns’ failure to bid on procurements where they are furnished 

id sets. 


H. Research and development 

Maj. Gen. J. W. Sessums, Jr., Vice Commander, Headquarters, Air 
Research and Development Command, reported on the small-business 
program being implemented by that command. The general advised 
your committee that an Air Research and Development Command 
Small Business Guidance Council had been established and functioned 
as a coordinating body to assist the Director of procurement in de- 
veloping the Air Research and Development Command small-busi- 
ness program in accordance with Air Force policy. General Sessums 
stated that an executive for small business had been appointed and 
that small-business specialists had been designated and were func- 
tioning at each of the Air Research and Development Command 
procurement activities and in designated Air Force development 
field offices. Furthermore, the Air Research and Development Com- 
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mand small-business program which had been implemented in the 
procurement activities, had been officially established by inclusion in 
the Air Research and Development Command “Supplement 80” to 
Air Force Procurement Instructions. General Sessums concluded 
his statement, which included comments on (1) detailed activities of 
the small-business specialist working in cooperation with the Small 
Business Administration; (2) specifications and deviations; (3) sole- 
source procurement; and (4) qualified products lists, by advising 
your committee that he readily appreciated what small business 
means to the defense of our Nation, as well as to the economic struc- 
ture of the United States, and that he felt that, by working together 
and proceeding with care and understanding, answers would be found 
to the problems of small concerns. 
I. Claimant program 

A posthearing review by your committee of the Department of the 
Air Force’s procurement statistics by claimant program for fiscal 
year 1957 (see table IV, p. 21), revealed an extremely high ratio be- 
tween the dollar value of procurements actually awarded to small 
business and the dollar value of those procurements where small busi- 
ness had been permitted an opportunity to bid. Even higher was 
the ratio between the dollar value of contracts that were bid upon b 
small business and the dollar value of those contracts where small 
business had been given an opportunity to bid, indicating to your 
committee that there is good a sufficient justification for increasing 
the amount of contracts being offered to small business throughout the 
various claimant program categories, 
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CHAPTER VY, DEPARTMENT OF THE NAvy 
A. Policy 


Fred W. Bantz, Assistant Secretary of the Navy (Material), advised 
your committee that he was new in Government work, but he was not 
unaware of the vital part small business played in the Nation’s 
economy. Mr. Bantz indicated that, in the 7 months he had been in 
office, he had learned a great deal about the small-business program 
and could sincerely state that he believed in its principles and would 
participate in and vigorously support the Navy’s efforts in this con- 
nection. The Secretary remarked that he felt the Navy had an 
excellent small-business organization, both at the policy and imple- 
mentation levels, and that it appeared to him that the Navy was sin- 
cerely trying to increase the participation of small business in its 

rocurement. He added that he felt there was further room for 
increased effectiveness, which would require continuous effort to im- 

rove policies, procedures, and performance in the program. Mr, 

antz ainbadel his opening remarks by promising your committee 
that the Navy program ube continue to explore all areas where there 
were possibilities for increased participation for small business, with 
more emphasis being placed on subcontracting and research and de- 
velopment contracting with the smaller firms. The Assistant Secre- 
tary assured your committee of a more dynamic and imaginative 
approach by the Navy to the whole small-business problem. 

In addition to these highly refreshing assurances, Mr. Bantz indi- 
cated a willingness to accede to your committee’s request that the 
Navy place greater emphasis on the set-aside program and that it 
give immediate attention to the long-existing problem of inadequate 
specifications, drawings, and engineering data. 

Vice Adm. E. W. Clexton, Chief of Navy Material, also assured your 
committee that efforts would be made to bolster both the unilateral and 
joint determination set-aside programs. Your committee was pleased 
to receive, shortly after the hearings, a copy of the admiral’s memor- 
andum to the Executive Director of the Military Petroleum Supply 
Agency, requesting that all appropriate means be taken to increase 
set-asides in the procurement of petroleum products. It is this type 
of direct and immediate action, over the past years, that your commit- 
tee has come to expect of the Department of the Navy. Your com- 
mittee feels that this pattern of cooperation has been due, in large 
measure, to the affirmative attitude of Admiral Clexton and the con- 
certed efforts of the small-business adviser for the Navy, Capt. Neale 
W. Curtin. 


B. Small-business programs and results 

Captain Curtin described to your committee the detailed operations 
of the Navy’s small-business program, pointing out that over the pe- 
riod of the last 7 years the Navy had placed with small-business firms 
some-$71% billion for an overall average of 20 percent. In the sub- 
contracting area, Captain Curtin reported that during the period 
July 1 through December 31, 1956, small-business firms received first- 
and second-tier subcontract awards from military prime contractors 
in the total amount of $715,169,000. These subcontract awards rep- 
resented 20 percent of the total military business received by Navy 
prime contractors and was slightly below the overall Defense level, 
which only included first-tier subcontracts. Your committee is pleased 
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that Secretary Bantz has singled out this area for increased Navy 
effort in view of the apparent lag. ' 


0. Special efforts to combat declining percentages , 
Captain Curtin advised your committee that during the fall an 
winter months of fiscal year 1957 a sharp decline took place in small- 
business participation in Navy procurement. (This condition was not 
restricted to the Navy alone. Overall purchases from small business 
by the Department of Defense declined to a mere 16,4 percent at the 
end of 1956, prompting the chairman of your committee’s Subcom- 
mittee on Government Proctitaien to send a wire to the Secretary of 
Defense on March 18, 1957, calling for crash programs to bring about 
a reversal of the trend.) Captain Curtin indicated that early in 1957 a 
plan of action was formulated within the Office of Navy Material to 
offset this decline. The Navy Small Business Office conducted a 
series of 20-minute presentations concerning the Navy’s small-busi- 
ness. program, objectives, and policies, with representatives of the 
technical and procurement divisions of the Bureau of Ships, the 
Bureau of Aeronautics, the Bureau of Ordnance, and the Bureau of 
Supplies and Accounts. An Office of Naval Material small-business 
“handout” was presented to each participant setting forth in detail 
the Navy’s small-business program, its objectives, benefits, problems, 
and pertinent recommendations. Your committee commends the 
Department of the Navy and its Office of Small Business for havin 

taken these positive and concrete steps to reverse the downward tren 
reflected in the midyear statistical computation. Captain Curtin in- 
dicated that, through the Council of Navy Small Business Specialists 
within the Office of Naval Material, a continuous review is maintained 
on a weekly basis of Navy small-business operations at the Bureau 
level and at the field purchasing activities level. The Assistant Secre- 
tary of the Navy (Material), the Chief of Naval Material and Assist- 
ant Chief of Naval Material for Procurement have, on various oc- 
casions, attended the Council’s meetings in order to advise and inform 
the Council members of their recommendations and views pertaining 
to the Navy small-business program. 


D. Advertised versus negotiated contracts 


The Navy small-business adviser stated that it was the policy of 
the Navy to make the fullest utilization possible of the formal adver- 
tising method of procurement. Comparison of Navy procurement 
statistics for fiscal year 1957 against those of 1956 indicates that the 
Navy has increased by 3 percent the dollar value of its procurements 
placed through formal advertising. Captain Curtin also reported 
that for the first 11 months of fiscal year 1957 small business received 
66.2 percent of all dollars within the small-business potential that 
were advertised, compared with 62.5 percent for those negotiated. 


E. Research and development contracts 


The Navy spokesman commented on a study covering small-busi- 
ness participation in the Navy research and development program 
recently completed by the Office of Naval Material. It was concluded 
from this study that, through the screening of all proposed research 
and development procurements by Navy small-business specialists, the 
smaller firms were being considered for all procurements for which 
they were considered technically qualified to perform. However, it 
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was believed by Navy planners that existing small-business assist- 
ance programs should be supplemented by additional safeguards 
designed to facilitate the flow of current information on the technical 
qualifications of small-business concerns to technical desks properly re- 
sponsible for soliciting research and development contracts. These 
supplementary safeguards are now included in recent Secretary of the 
Navy instructions covering such awards. Captain Curtin added that 
in the selection of contractors for Navy research and development 
contracts the following factors received consideration. 


(1) The reputation and standing of the business firm in its 
scientific field; (2) the merits of a research and development 
proposal submitted by a business firm for an invention, a 
better mousetrap, or for the improvement of a Navy weapon 
under development or in use; (3) qualifications of a business 
firm to conduct studies in the basic-research field; (4) quali- 
fications of a business firm to conduct studies in the applied- 
research field; (5) qualifications of a business firm’s engineer- 
ing staff and its experience and accomplishments in the vari- 
ous scientific fields; (6) laboratory equipment and facilities 
available to the business firms for the development and testing 
of research and development models and prototypes; (7) 
production facilities available for the first production run 
of model or prototype. 


Your committee took exception to the Navy position expressed in 
items 1 and 7 of the above criteria, believing that item 1 would prove 
an obstacle to any group of highly trained and experienced individuals 
coming together to form an infant research and development company, 
and that item 7 would tend to favor the larger concerns having appre- 
ciable production facilities. Subsequent discussion with the Assistant 
Chief of Naval Material for Procurement indicated that these require- 
ments might not be quite as stringent as they appear. Nevertheless, 
your committee suggests that the Navy reappraise its definitive criteria 
set forth in formal testimony so that its technical and procurement 
personnel will not exclude the smaller firm on the basis of printed 
regulations or instructions. More encouraging to your committee was 
the information subsequently furnished by Captain Curtin to the effect 
that instructions from the etary of the Navy regarding research 
and development contracts stipulate that a contract will be awarded 
to that business firm, large or small, considered to have the highest 
competence in the specific phase of science or technology required for 
the successful nents of the work. That additional emphasis is 
called for in this area is evidenced by the decline in the percentage of 
Navy research and development dollars going to small business as 
reflected in recent statistics. In fiscal year 1956, small business received 
9.7 percent of Navy experimental, developmental, and research dol- 
lars, but in fiscal year 1957 only 8.3 percent was so apportioned. 

In commenting on your committee’s recommendations in its 1956 
procurement report, the Navy took exception to a recommendation 
that the procurement Secretaries of the Department of Defense direct 
the preparation of agenda for regional meetings of military small- 
business personnel and that attendance at such meetings be restricted 
to small-business and other procurement personnel of the executive 
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agencies. Your committee did not intend to convey the impression 
that the agenda for such meetings be drafted solely by the procure- 
ment Secretaries, nor that their suggested topics be adhered to exclu- 
sively. However, it is believed that more comprehensive and less local 
small-business matters and problems would be discussed as a result of 
such an approach. This would permit policymakers to have the views 
of operational personnel on small-business problems of far reaching or 
industry wide significance. Furthermore, it was not the recommenda- 
tion of your committee that attendance at such meetings exclude tech- 
nical or procurement operational personnel, but rather that senior 
policymakers be barred so as to permit open and frank discussions of 
all matters affecting defense small-business policy and procedures. _ 

In concluding his formal presentation to your committee, Captain 
Curtin reviewed the points which had been stressed over the ast 
year by the Assistant Secretary of the Navy (Material) and the Chief 
of Naval Material in efforts to maintain and increase small-business 
participation in Navy procurement. These points were, in summary, 
that all Navy purchasing activities and the Naval Material Inspection 
Service sais lacaat in a more effective manner existing Navy procure- 
ment directives covering small-business programs; that progress pay- 
ments be made available to small business for all procurements meet- 
ing basic criteria set forth in Navy Procurement Directive 31-001 ; that 
Navy contracting officers make increased utilization of small-business 
set-asides in the placement of procurements and, finally, that emphasis 
be placed on the administration of the defense subcontracting small- 
business program, Captain Curtin stated that the Navy’s Bureau of 
Aeronautics had made special efforts to implement this subcontracting 
program in order to aid the smaller firms in obtaining work from the 
major airframe and jet-engine prime contractors. 

Regarding the future, Captain Curtin stated that the Navy believes 
that a sound and effective small-business rogram can be attained by 
vigorous leadership and administration, by affording small-business 
firms an equitable opportunity to compete, by more effective imple- 
mentation of existing small-business policies and procedures in both 
prime and subcontract areas, and through increased utilization of 
small-business set-asides by Navy contracting officers. 

F. Navy bureaus 

Your committee was pleased to learn, firsthand, from the chiefs 
of the Navy bureaus about the small-business programs being con- 
ducted within their respective organizations. As anticipated, it was 
disclosed that each bureau possessed special problems, and in certain 
cases, advantages, concerning the operations of their individual small- 
business programs. As recommended for the technical services of 
the Army, your committee feels that much can be gained from having 
each bureau review the testimony and written presentations of all 
other bureaus in order that the most successful features of each might 
be emulated or adopted by the reviewing bureau. 

G. Amendments to existing contracts 

Subsequent to the public hearing, your committee requested the 
Department of the Navy to furnish information on the total dollars 
expended through amendments to previously awarded contracts. Your 
committee feels that this procedure of amending an initial contract 
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to include additional items denies small. business an opportunity to 
eompete for the additional supplies being purchased. The Navy has 
reported that, out of 30,167 procurement actions above $10,000 in 
value, totaling $5,334,405,000, some 5,332 actions, having a value of 
$754,761,000, constituted amendments to contracts previously entered 
into during fiscal year 1957 and, in certain instances, prior years. 
These amendments constituted both changes in basic requirements and 
additions to item amounts called for in the basic contract. Owing 
to the appreciable amounts reflected in the Navy report, your com- 
mittee intends to fully develop this matter with all military services 
during its 1958 hearings, with a view to effecting reductions in con- 
tract amendments. 


H. Small-businesss check sheet 

During the course of this year’s hearings, Navy representatives were 
requested to consider the desirability of adopting a small-business 
check sheet, similar to DA Form 1877 and AF PI Form 56, for the pur- 
pose of insuring complete coverage of all points of the small-business 
program in individual procurements. Your committee was advised 

y the Department of the Navy on November 21, 1957, that this mat- 

ter had been closely reviewed by both the Navy Small Business Office 
and the Navy Small Business Council and that it was the unanimous 
feeling of the Council that the objectives of such a standard form could 
best be met within the Department of the Navy through continued 
utilization of existing Navy documentation procedures covering each 
procurement. Your committee does not choose to engage in extended 
debated with the Department of the Navy concerning its position in 
this matter; however, it finds it difficult to square the Navy’s reluctance 
to adopt such a form with the apparent endorsement this procedure 
has received from the Department of the Army and the Department 
of the Air Force. 
1. Claimant program 

A review of the statistics furnished your committee by the Depart- 
ment of the Navy covering its awards to small business by claimant 
program, indicates a situation similar to that existing in both the Air 
Force and the Army. Your committee feels that Navy statistics sup- 
port the high probability that an increase in the amount of contracts 
offered to small business would result in an increase in actual awards 
to this segment of our economy (see table V, p. 27). 
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Taste V.—Department of the Navy procurement by program, fiscal year 1957* 







































[Values in thousands] 
—_——$—$—$_—$_$_ LL LLLLLLLLLLLLLLLLL LLL LLL LLL LLL LLL LLL LLL 
Total awards | Total awards | Total small- Total Percent, 
to business to large business awarded | col. (d) 
Sym- Procurement program firms business potential to small of 
bol business col. (a) 
(a) (b) (c) (d) (e) 
Total, including under 
Be andawnntdipanentel $5, 896, 015 $4, 663, 975 $2, 269, 458 $1, 232, 040 20. 9 
Under $10,000 (no program 
2 AS hee 311, 421 121, 395 311, 421 190, 026 61.0 
Total, $10,000 and over... 4, 542, 580 1, 958, 037 1, 042, 014 18.7 
A-1 Aircraft 1, 549, 573 59, 639 37, 690 2.3 
A-ia | Airframes 955, 000 13, 284 9, 757 1.0 
A-lb | Engines. -. 421, 494 2, 301 1, 891 -4 
A-le | Other.......... 173, 079 44, 054 26, 042 13.1 
A-2 Guided missiles. 472, 850 14, 863 13, 801 2.8 
A-3 | Ships......-... ) 188, 889 119, 691 13.0 
A-4a | Combat vehicle 30 5.1 
A-4b | Noncombat vehicles 345 1, 516 1, 325 79.3 
A-5 | Weapons 88, 504 11, 757 8, 607 8.8 
A- | Ammunition. 51, 370 42, 442 30, 880 37.5 
A-7 | Electronics 813, 125 79, 657 47, 783 13.2 
A-8 | Fuels and lubricants 707,018 828, 179 228, 445 24.4 
D1 ES dkenensdeeccesnqness 862, 822 667, 191 769, 309 195, 631 22. 6 
A-8b | Other fuels and lubricants 72, 571 39, 796 58, 831 32,775 45.1 
A-8e | Containers................. 70 31 39 39 55.7 
———— i 
A-9 | Textiles and clothing-_-....... 57, 028 138, 350 54, 628 43, 678 76.5 
B-1 | Military building supplies 516 489 94.7 
B-2 | Subsistence-----..- bbe ad 4, 834 2, 225 3, 532 2, 609 53.9 
B-3 | Transportation equipmen 10 10 iP Deniiinnainanes 0 
B-9 Production equipment. 227,276 2 32, 348 9, 155 UL aaa 
C-2 | Construction --.......... 391, 163 68, 567 349, 405 322, 596 82.4 
©-9 | Miscellaneous. .........-.....- 228, 938 134, 329 160, 480 4,609| 41.3 
C-9a | Construction equipment_--_-_.. 2, 972 2, 088 2, 941 884 29.7 
C-9b | Medical and dental supplies 
and equipment... _.......... 28, 675 22, 009 13, 476 6, 666 23.2 
C-9c | Photographic supplies and 
I ns i x «oes cota eehachenietnalta 2, 930 1, 340 1, 835 1, 590 54.2 
C-9d | Materials handling equipment- 21, 397 15, 819 17, 236 5, 578 26. 0 
GB -1, Al GRRE, .cecccsceewsecuwecedss 172, 964 93, 073 124, 992 79, 891 46.1 
Services. _... 4 456, 938 372, 229 153, 353 84,709 | 18.5 
Hard goods 3, 739, 168 3, 379, 191 568, 940 359, 977 9.6 
Soft goods _ _. 997, 325 722, 593 886, 339 274, 732 27.5 





1 Net procurement. 
2 Credit. 


Norte.—Procurement by the Military Petroleum Supply Agency is included for the entire fiscal year 1957 
Cuaprer VI. Commirree Action Durine 1957 


With the Department of Defense March 8 release of statistics on 
the share of contracts being awarded to small business for the first two 
quarters of fiscal year 1957, your committee felt obliged to call upon 
the Defense Department to exercise all available measures in efforts 
to reverse the siehens downward trend. On March 18, 1957, Senator 
George A. Smathers, chairman of your committee’s Subcommittee on 
Government Procurement, telegraphed Secretary of Defense Charles 


Wilson that the 16.4 percent of awards going to small business consti- 
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tuted a 7-year low and called for the Secretary’s personal attention to 
this problem. Assistant Secretary McGuire replied for the Defense 
Secretary, stating that he had personally discussed the matter with 
Secretary Wilson, and that both he and Mr. Wilson were mindful of 
the important role played by small business, not only within the De- 
fense structure but also in connection with the national economy in 
general. Mr. McGuire explained what he believed to be the causes for 
such reduced percentages and advised that extended efforts were being 
expended to reverse the downturn. 

On May 20, 1957, the chairman of your full committee introduced a 
resolution in the Senate calling on the Department of Defense for a 
stronger small-business program in connection with the award of de- 
fense contracts (S. Res. 138, 85th Cong., 1st sess.). In this resolution, 
Senator Sparkman requested that the military services strive to award 
no less than 25 percent of their prime contracts to small business. The 
Senator stated that the primary purpose of the resolution was to serve 
notice on the Department of Defense that, even after allowing for the 
type of products currently being procured, the Senate had concluded 
that the present percentage of small-business contract awards was 
inadequate and that it sought to establish a reasonable percentage 
standard for the more precise guidance of Government purchasing 
agencies. Twenty-seven other Senators joined with the chairman in 
submitting this resolution, which has been referred to the Banking 
and Currency Committee for study. 

On June 26, 1957, Senator Sparkman had inserted in the Con- 
gressional Record a list of 567 noncommercial defense items, havin 
a value of approximately $115 million, which either had been or woul 
be awarded by negotiation to single sources of supply. ‘The chair- 
man pointed out that in addition to the complete absence of competi- 
tion characterizing the purchase of all of these items, there were no 
specifications, drawings, or engineering data available whereby pro- 
spective suppliers, small or large, could accurately compute costs and 
submit reasonable bids. 

On August 20, 1957, Senator Hubert H. Humphrey, a member of 
your committee, joined Senator Smathers in calling upon the Secre- 
tary of Defense to take immediate steps to prevent the military’s large 
prime contractors from annexing work which, prior to the cutback 
and stretchout economy program, was performed by small-business 
subcontractors. Pointed out by the Senators in a joint release was 
the fact that not only were prime contractors pulling back into their 
own plants work that they had previously subcontracted but these 
same large suppliers were searching for all available subcontract work 
not an adjunct to their own prime contracts. Senators Smathers and 
Humphrey advised Mr. Wilson that this situation, which permits the 
holders of large defense prime contracts to compete directly against 
small companies while having the great advantage of being able to use 
some $2 billion worth of Air Force facilities, is patently detrimental to 
our free and competitive economic system. 

On November 18, 1957, the Chairman of your Subcommittee on 
Government Procurement, in a letter to the Assistant Secretary of 
Defense (Supply and Logistics), called upon appropriate defense rep- 
resentatives to review again the feasibility of a program designed to 
afford smaller firms greater participation in defense procurement 
through the medium of production pools, the complexity and high 
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cost of present-day weapons being such as to make it increasingly 
difficult for individual small firms to remain in the defense purchasing 

icture. Senator Smathers also requested that the Department of 
Hefenae takes steps to insure that smaller manufacturers were fur- 
nished information on the latest techniques and processes for working 
with the newer metals, alloys, etc., in order that this segment of our 
economy might keep abreast of present-day technological and scien- 
tific achievements. The reaction of Defense planners to these sug- 
gested programs is currently awaited. Your committee intends to 
pursue this matter further, upon receipt of the information requested. 

To afford those operational personnel actually developing require- 
ments and negotiating contracts an opportunity to learn the attitudes 
of their military chiefs and the civilian policymakers regarding the 
various small-business programs, your committee suggested to the 
Assistant Secretary of Defense (Supply and Logistics) that copies of 
this year’s hearing transcript be distributed to the military’s principal 
contracting officers. Your committee was pleased that Secretary 
McGuire concurred in this recommendation, and sufficient copies of 
the transcript have been made available to the military for 
distribution. 

During the past year, your committee also initiated a survey into 
the effects upon the small supplier of the lack of detailed drawings 
and engineering data covering an item to be procured by the 
Government. 

The lack of sufficient detailed information on a given item often 
makes it necessary to obtain the item by negotiation rather than by 
competitive advertising. While your committee is well aware of the 
necessity to negotiate certain types of contracts, such as those covering 
large and complex items like aircraft, ships, and tanks, it is convinced 
that, if more detailed drawings and engineering data were made avail- 
able, the negotiation practice in procurement could be reduced to a 
minimum. 

The question of advertised-versus-negotiated procurements has 
been a controversial subject of concern to your committee since 1951. 
Each year since that time, your committee has discussed this matter 
during its public hearings and has commented upon it in periodic 
reports issued by its Subcommittee on Government Procurement. 
Similarly, your committee has historically attributed the high in- 
cidence of negotiation partly to the lack of adequate information on 
the item being procured, this factor precluding the military from 
soliciting competition from as broad a base as possible. 

In fiscal 1957, this problem still existed. Of the $19,132,697,000 con- 
tracted for in the continental United States, 82.6 percent of the total 
value, or $15,812,321,000, was awarded as a result of negotiation. 

A report furnished by the Department of Defense indicated that in 
fiscal 1957 there were 3,949 prime-contract procurement actions of 
$10,000 or more, with a net value of $503,548,000 negotiated under 
ASPR 3-210.2 (xiii) which provides for negotiation— 


when it is impossible to draft, for a solicitation of bid, ade- 
quate specifications or any other adequately detailed descrip- 
tion of the required supplies or service, 


In another report furnished by the Department of Defense, it was 
revealed that during fiscal 1957 some 8,350 procurement actions of 
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$10,000 or more, with a net value of $1,149,638,000, were negotiated 
under section 3-210.2 (i) of the Armed Services Procurement Regula- 
tions, which permits negotiation— 


when supplies or services can be obtained from only one 
person or firm (sole source of supply). 


This year, at your committee’s annual hearings, the question of the 
lack of drawings and engineering data was a topic of considerable 
discussion. Mr. McGuire stated: 


I would like to say this problem of availability of drawings 
and specifications is not a new one in military procurement 
circles, as you are well aware, and one of the things that comes 
about 1s the constant change that seems to be going on in this 
thing and I think it is all right for the people in our office to 
put some emphasis on it this coming year and see what we can 
do, not that it hasn’t been addressed before and not that I 
think I can solve the whole problem, but I think it is certainly 
and area to emphasize that this is one of the potential areas 
of getting more for small business. 





For several years your committee has endeavored, without success, 
to obtain a breakdown of those items not considered in the small-busi- 
ness potential within the various claimant programs of the military 
services. In mid-1956 your committee finally obtained a breakdown 
of the items procured under the “Miscellaneous aircraft equipment and 
supplies” (Alc) program. Small business received only 6.7 percent 
of the total contracts awarded in this category during fiscal year 1956, 
After reviewing a rather voluminous listing, the committee staff se- 
lected a representative number of the items for closer scrutiny, these 
appearing to be items susceptible of manufacture by small concerns, 
The Department of Defense was requested to furnish the detailed 
drawings and specifications covering these items in order that it could 
be ascertained conclusively from industry whether or not the items 
could be produced by small manufacturers. Although the items 
selected involved procurements in which extremely large quantities 
had been purchased, your committee received only two sets of detailed 
drawings, plus a large volume of performance specifications and re- 
lated information which, it is believed, are more appropriately used 
for development contracts than for production contracts. Your com- 
mittee did, however, without the aid of detailed drawings, isolate a 
number of items on the list which could be produced by small concerns. 
These items were called to the attention of Mr. McGuire with a request 
that all claimant programs be thoroughly reviewed to insure that de- 
tailed drawings and engineering data are provided to enable small 
business concerns to participate in these procurements, The Assistant 
Secretary has agreed to do this, and the review is now in progress. 

The Small Business Administration has placed its representatives in 
a number of the military procurement installations throughout the 
country to screen procurement actions in the interests of small business 
and to make joint determination set-asides for small concerns where 

vossible. A report of the review of individual purchase actions made 
y SBA representatives reveals that some 22,073 procurement actions, 
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with a total dollar value of $8,402,671,781, were screened in fiscal year 
1956. Of this number, 16,213, with a value of $7,481,054,305, could 
not be participated in by small business, either because of the absence 
of necessary drawings and engineering data or because the items fell 
under the category of proprietary items, sole-source procurements, di- 
rected procurements, or, in some cases, were subject to qualified prod- 
ucts list restrictions. 

In fiscal 1957, the Small Business Administration representatives 
screened 38,033 procurement actions, with an approximate dollar 
value of $14,185,186,558. Out of this total, 28,100 instances arose 
where small-business concerns could not participate for the above- 
cited reasons. In view of these developments, the SBA has been 
requested to furnish your committee with a quarterly report during 
fiscal year 1958, setting for the number of procurement actions on 
which small-business concerns could not participate, either because 
of the absence of detailed drawings and engineering data or for the 
other reasons outlined above. The report covering the first quarter 
of fiscal 1958 has now been received and reveals that SBA representa- 
tives screened 7,307 procurement actions, with an estimated dollar 
value of $1,457,284,274, on which small-business concerns were either 
restricted in their participation or were denied participation in 4,173, 
having an estimated value of $628,056,378. Of these 4,173 procure- 
ment actions, 247, with an estimated dollar value of $51,808,774, were 
denied to small business because of the absence of detailed drawings 
and engineering data. 

Asa result of your committee’s persistent efforts, concerted action is 
now being taken by the Department of Defense to increase the partici- 
pation of small business concerns in this procurement area, heretofore 
denied them. Assistant Secretary McGuire has designated Ray M: 
Harris of his staff to sponsor a program within the Department of 
Defense to make available more detailed drawings and engineering 
data so that small business concerns might have a greater opportunity 
to participate. At the request of your committee, the Department 
of Defense is to submit a quarterly report covering procurement 
actions in which small business concerns were denied participation 
because of the absence of adequate detailed drawings and specifica 
tions. Although this information was first requested on July 8, 1957, 
it now appears that the initial report will not be forthcoming until 
early in 1958. 

Adequate drawings and engineering data will not eliminate. all 
negotiated procurement actions; however, your committee feels cer- 
tain that the percentage will be greatly decreased and that both’small 
and large business concerns will have a far greater opportunity to 
participate in military procurement. 


Cuaprer VII. Smartt Bustness ADMINISTRATION PROCUREMENT 
ASSISTANCE ProGRAMS 


The Small Business Act of 1953, as amended, gives the Small Busi- 
ness Administration the authority to (1) determine and cooperatively 
set aside for award to small firms all or any part of a proposed pro- 
curement; (2) enter into contracts with Government procurement 
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agencies; (3) certify as to capacity and credit to perform a specific 
Government procurement contract; (4) certify as to size of business 
firms; (5) make inventories of production facilities of small firms; 
and (6) to provide managerial and technical assistance to small firms, 

Although the Small Business Administration has initiated coopera- 
tive small-business programs with a number of the agencies of the 
executive branch, it has focused most of its efforts on the military serv- 
ices, in view of the vast potential for small-business sales represented 
in Defense procurement. 

Department of Defense Directive 4100.9, dated November 14, 1955 
and entitled “Cooperation With the Small Business Administration,” 
constitutes the basis for operation of a joint Department of Defense- 
Small Business Administration program designed to assist smaller 
firms in their efforts to do business with the military services. Your 
committee is pleased that relations between representatives of these 
two agencies has continued in a highly cooperative vein during the 
nowt year, contrasting with earlier, less cooperative attitudes evidenced 

uring the formative period of the program. 

During the past year the Small Business Administration has con- 
tinued and, in many instances, increased certain of its programs de- 
signed to assist small business in obtaining contracts from the Depart- 
ment of Defense. Perhaps the principal of these has been the 
joint-determination sea-aside program begun in August of 1953 and 
continued at an increasing tempo since that time. Section 214 of 
Public Law 163, as amended, empowers the Small Business Adminis- 
tration and Government contracting officers to set aside proposed 
procurements for competition among small business concerns when 
the procurement agencies concur that such action is in the interest 
of maintaining or mobilizing the Nation’s full productive capacity, 
or is in the interest of national defense or war programs. 

In carrying out this program, the Small Business Administration 
has assigned its representatives to the principal military purchasing 
offices. ‘These representatives review certain proposed purchases, de- 
termine the type of facilities required to produce the items, evaluate 
the potential for small-business competition, and advise contracting 
officers or buyers of those they feel should be earmarked for competi- 
tion exclusively among small companies. Either the entire purchase 
can be set aside for small business by restricted advertising, or partial 
quantities of the total requirement can be set aside after the contract- 
ing officer has determined that economical production run which 
will result in a fair price to the Government. The smaller firms must 
then engage in open competition on the unrestricted portion of the 
purchase, to be eligible for consideration for the reserved part. 

As previously indicated, your committee is highly pleased with the 
number of contracts currently being set aside for small business (see 
table VI below), and trusts that emphases will continue to be placed 
upon this program. 
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Taste VI.—Procurement activities, Small Business Administration (for the 
period Aug 1, 1953, through June 1957, unless otherwise indicated) 





Aug. 1, 1953, to |July 1, 1955, to |July 1, 1956, to} Percentage 
June 25, 1957 | June 25, 1956 | June 25, 1957 | of increase 





6, 075 11, 851 95.1 

$497, 678,432 | $744, 335, 298 49.6 

ae : 24,750 39, 389 97.7 

WOR cpioteee phew sae pescccncciqeanmaseanes $1, 192, 850,092 | $344,810,479 | $552, 573, 222 60.2 

Prime contract referrals. .............-.......- 394, 848 86, 122 S GROE Tomedeuwtioes 

Calls to develop subcontract opportunities... 13, 291 3, 438 4, 741 37.9 

NS BOI ont ndcdcendebuninannonas 29, 824 3, 508 6, 384 82.0 
Cases of procurement assistance counseling 
and representation to procurement agencies 

in behalf of small firms__.................-.. $87, 201 23, 132 30, 389 31.4 

Firms assisted to bid on specific procurements.. 21, 641 6, 007 10, 029 67.0 


Additional sources of supply furnished for bid- 

ders’ lists on which small-business competi- 

ton. was needed... ..~--..consescdevoonessnete § 20, 782 7, 265 8, 885 22.3 
Certificates of competency: 


Applications received...........--...-...- 677 208 238 14.4 
atti iia atigeti Dearie as aatbenbeon $123, 039, 543 $38, 559, 100 $39, 908, 400 3.5 
Plants visited in connection with prog- 

ress of certified contracts...........- 3, 490 677 792 17.0 
Number of certificates of competency 

MNIOE, c:intsa-docnvinsttrnmeasigntited 319 106 WOE f cestevintbininty 

[Fes cmmnuanseuhpniphesnnienn ahaa $38, 003, 584 $14, 717, 500 $10, 500, 100 |............ 





1 These awards resulted in 26,547 contracts to smal! firms. 

2 These awards resulted in 8,140 contracts to small firms. 

3 These awards resulted in 13,416 contracts to smal] firms. 

4 Higher priority programs have caused a decrease in the staff time available for this activity. 
§ Covers period beginning July 1, 1954, 


Another program carried on by the Small Business Administra- 
tion and of particular assistance to individual small firms is that in- 
volving the issuance of certificates of competency. Such certificates 
make available to small suppliers an appeal procedure from decisions 
of contracting officers regarding their ability to perform on a contract 
for which they are low bidder or within negotiation range. 

Small Business Administration field-office representatives make de- 
tailed financial studies and plant inspections of those companies ap- 
plying for such certificates. If the Small Business Administration 
representatives determine that the bidder is actually qualified to per- 
form the contract, SBA issues a certificate of competency attesting to 
such findings. This certificate must be accepted by the contractin 
officer as conclusive, absent declination of acceptance by the materia 
Secretary of the military service involved. Applications for such 
certificates and subsequent approvals continued at approximately the 
same rate during the past fiscal year as for the preceeding year. 

Procurement assistance counseling, assistance to surplus labor areas, 
broadening the area of participation by small business in subcon- 
tracting, and guiding small firms to purchasing areas where com- 
aa is needed, are additional programs being carried out by the 

mall Business Administration in the field of Government procure- 
ment. Of particular significance to your committee, however, were 
the 24 business opportunity meetings cosponsored by the Small Busi- 
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ness Administration, other Federal agencies, and local business groups 
during the past year. It has been estimated that upwards of 25,000 
businessmen attended these meetings to learn about Government pur- 
chasing procedures, prime, and subcontract opportunities, and the 
various services rendered businessmen by the Federal Government. 
Your committee believes these meetings are particularly helpful to 
small-business men unfamiliar with Government buying methods and 
procurement opportunities; however, it is felt that these efforts might 
prove more fruitful if directed to the medium-sized and smaller towns 
not having the same degree of close communication or liaison with 
Washington as is enjoyed by our larger cities. 

Your committee is in general agreement with the programs being 
furthered by the Small Business Administration in assisting small 
business concerns to participate in purchases of services and supplies 
for the Government. Progress is certainly being made in a number 
of these programs; nevertheless, the total value of contracts being 
awarded small business by the inilitary services remains at an unsatis- 
factory level, and the program is now a year older. Your committee 
feels that the intensification of established programs must be aug- 
mented by new procedures and programs in order to offset the down- 
turn in awards going to our smaller firms over the past few years. 
Your committee concurs with the view expressed by the Small Busi- 
ness Administration in its report of operations dated September 19, 
1957, that optimum results still remain to be obtained. 


Cuapter VIII, Program Sersacks AND CURRENT PROGRESS 


A. Program setbacks 


During hearings on specific procurement cases held earlier this year, 
your committee discussed with Air Force representatives the weapons- 
systems concept of procurement utilized to a large extent by that 
service. In order to afford small business the greatest possible oppor- 
tunity to compete for Air Force contracts, your committee called upon 
that Department to return to “Government-furnished equipment” 
schedules many of the subitems and components then being purchased 
by the weapons systems prime contractors as “contractor-furnished 
equipment.” At that time your committee was informed that a de- 
tailed study was then in progress to survey the extent of conversion in 
Air Force weapons systems (both aircraft and guided missiles) from 
Government-furnished equipment to contractor-furnished equipment, 
and vice versa. On July 25, 1957, your committee received from the 
Assistant Secretary of the Air Force a copy of this report, dated June 
26, 1957, with the advice that the report had not been evaluated by 
the Air Force. Your committee regrets that, as late as Ncvember 15, 
1957, when inquiries were once again directed to the Air Force con- 
cerning this study, no conclusions had been reached on this important 
study completed some 5 months previously. 

Your committee’s general dissatisfaction with Air Force inaction 
concerning the plight of small subcontractors as a result of cutback and 
stretchout readjustments has been previously noted (p. 28). A recent 
letter from Assistant Secretary Sharp on this subject, indicated that 
the Air Force did not see any “need for small business to suffer a dis- 
proportionate share of any economic consequences” but that the Air 
Force had not “discerned any evidence that this is happening.” Mr. 
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Sharp assured the chairman of your committee that the Air Force was 
watching the situation most carefully and would take whatever action 
was warranted “in the event we find that our declared policy is not being 
followed.” Your committee is, of course, unaware where or from whom 
Mr. Sharp is receiving information on this matter; however, it is 
recommended that the Air Force give closer scrutiny to this problem 
before the damage becomes irreparable. Your committee can furnish 
Mr. Sharp extensive evidence of this situation in the event that Air 
Force personnel are unequipped to define the problem. 

Mr. Sharp and his advisers, apparently, continue unaware that a 5- 
percent “cutback” in the Air Force’s overall program more often than 
not results in a 100-percent “cutoff” for the hundreds of small first-tier 
subcontractors whose prime contractors not only proceed to self-pro- 
duce those components previously subcontracted but also compete ag- 
gressively with the smaller firm for the subcontract work of other 
primes. That the giant prime contractors have the advantage of being 
able to utilize millions of dollars worth of Government-owned equip- 
ment in their competitive “struggle” against the privately financed 
smaller company, is hardly your committee’s idea of a fair contest. 


B. Current progress 

Your committee has always been pleased to recognize and acknow]l- 
edge any progress achieved by agencies of the executive branch in 
furthering programs designed to assist small business. Several such 
forward strides were made during the past year, and your committee 
feels it appropriate that they be commented upon. 

Of particular significance to the small supplier and manufacturer 
during the past year was the marked increase in Government contracts 
set aside for exclusive award to small business. Total Government 
contracts set aside for small business, as of June 30, 1957, totaled 
$744,335,298 for the preceding fiscal year. This was an increase of 
$246,656,866, or 49.6 percent, over the fiscal year 1956 total of $497,- 
678,432. This figure increased to $1,857,128,678, the total contracts 
reserved for exclusive award to small businesses since the set-aside 
program was initiated in August of 1953. 

The amendment on June 17, 1957, of Defense Mobilization Order 
VII-7 to include a provision for the participation of small business in 
the maintenance of the mobilization base is viewed by your committee 
as another positive accomplishment in the interest of the small-business 
ae of our economy. The pertinent part of this amendment is as 

ollows: 


Section 6. Participation or SMALL Business. 

The agencies concerned with the order shall in all of their 
programs for maintaining the mobilization base, be mindful 
of the national policy to protect the interests of small busi- 
ness, and to assure the maximum participation of small busi- 
ness in the mobilization base, including current procurement. 


Your committee was also pleased to note that, within the Depart- 
ment of the Army, out of 13,386 production schedules planned with 
industry, 9,419, or 70 percent, have been placed with small business 
firms. A recent survey by the Office of Naval Material reveals that 
the Navy has completed, or is in the process of completing, firm indus- 
trial mobilization planning with 2,623 business firms, of which 1,675 
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are classified as small business. The register of planned mobilization 
producers maintained by the Air Force reveals that, out of 565 planned 
schedules 218 have been placed with small firms. 

The establishment on September 26, 1956, of a “Task Force for 
Review of Government Procurement Policies and Procedures” com- 
— of representatives of the General Services Administration, the 

epartment of Defense, the Atomic Energy Commission, the Vet- 
erans’ Administration, the Post Office Department, and the Depart- 
ments of Interior, Agriculture, and Commerce was welcomed by your 
committee, in view of the marked assistance to small business which 
could result from a simplification of Government regulations and 
forms. The Small Business Administration, the Bureau of the 
Budget, and the General Accounting Office also participate in this 
program, as members of a special advisory group. It is understood 
that this task force, under the general supervision of the General 
Services Administration began operations in October of 1956 and 
your committee feels that substantive results will soon be forthcoming. 

Also of significance to the small-business community during the past 
year, was the elevation of the status of the Defense small-business 
adviser by Assistant Secretary McGuire. Your committee had 
hoped that the establishment of the Office of Small Business Policy 
would serve to enhance the attractiveness of this post, and it is re- 
gretted that its first occupant has not elected to give continuity to 
this position. Your committee trusts that those charged with the re- 
sponsibility of refilling this position, which has become the focal point 
for small-business matters within the Department of Defense, will 
exercise extreme selectivity in obtaining an individual of high qualifi- 
cation and great ability. Considering the extremely precarious posi- 
tion these days of the small supplier vis-a-vis large business in the 
Government procurement picture, your committee feels moved to 
observe that this should not be considered a public relations or legisla- 
tive liaison position but rather one calling for professional “know- 
how” and experience, and no small amount of old-fashioned “elbow 
grease.” 

Cuapter IX. Conciusions anp RECOMMENDATIONS 


Conclusions 

This is the seventh yearly report submitted to the Senate by your 
committee covering the participation of small business in Government 
procurement. In each of these years, your committee has heard De- 
fense spokesmen describe what transpired within the various 
military services during the preceding 12 months with regard to 
their respective small-business programs. During this period of time 
the spokesmen have changed, the programs have changed, and even 
the percentage of awards to small business has undergone a change, 
regrettably, ieee, Only the problems have remained relatively 
constant, although these too have undergone varying degrees of 
emphasis throughout the years. Your committee has attempted to 
focus attention on certain of these problem areas in its reports in the 

ast, believing that its suggestions for possible solutions would prove 
Peneficial to the smaller suppliers. A number of your committee’s 
efforts along these lines have met with success; however, a postaudit 
of the balance sheet strongly indicates that there still remains more 
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to be achieved than has been successfully accomplished up to this 
int. 

Your committee is highly distressed by the dearth of new and 
original ideas or programs advanced by the professional military 
planners during the past year. Sincere manifestations of promised 
action, yes; assurances to initiate procedural refinements, true; but the 
only original proposals advanced during the past year were two rather 
feckless programs suggested by the Air Force, and a clouded reference 
to proposed programs to be jointly undertaken with the Small Busi- 
ness Administration, made by Defense Department spokesmen. Your 
committee regrets to report that 5 months after these 2 Air Force 
programs were announced, they are still not off the ground. 

The lethargy, inaction, and procrastination that your committee 
found last year as characteristic of many of the efforts of the Defense 
Department in the small-business area, have seemingly continued un- 
abated on into 1957. The Director of the newly created Office of 
Small Business Policy, chief defender for Defense on small-business 
matters, maintained a benign and rosy-hued view of the problems of 
the smaller supplier even during the drastic downturn in awards to 
small business brought out in midfiscal year statistics. That the Chief 
of this Office attended only a fraction of the hearings your committee 
conducted with the various military services this year, subsequently 
resigning before a replacement could be named or trained, are indica- 
tive of the lack of vigorous and conscientious direction accorded 
Defense small-business programs over this past year. 

In contrast to the indifferent attitude and efforts of the Department 
of Defense was the program carried forward by the Department of 
the Navy during fiscal year 1957. Your committee feels that although 
here, too, there were no new or vigorous programs initiated, Navy 
efforts were characterized by hard work and a willingness to imple- 
ment fully all procurement procedures designed to assist the small- 
business program. The departmentwide program undertaken early 
in 1957 to reverse the slumping percentage of awards going to small 
business, and the direct action by the Office of Naval Material in efforts 
to increase the set-aside program, are two examples of special efforts 
made by the Navy in behalf of small business during the past year. 

Your committee feels that the Department of the Army has become 
somewhat complacent about its small-business programs, choosing to 
rest its case on its high percent of awards to small business, its 360 
small-business specialists, and its occasional development or refine- 
ment of a small-business management tool. Seemingly overlooked by 
top Army policymakers is your committee’s awareness that the nature 
of the supplies being purchased by the Army lend themselves to being 
furnished more readily by small business than is the case with Navy 
and Air Force purchases. That the Army share of awards to small 
business dropped from 43.7 percent in fiscal year 1956 to 40.6 percent 
in fiscal 1957, while the Navy’s share increased and the Air Force’s 
remained relatively stable, is an indication that the Army program 
might well stand a certain amount of revitalizing from the very top 
on down. 

Your committee, indeed, finds hard to fathom the true attitude of 
the Department of the Air Force with regard to its small-business 
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program. Expert and articulate spokesmen offer your committee 
every assurance of a sincere and dedicated interest in Air Force’s small- 
business program all the while permitting a valuable study? of vital 
significance to small business to go unevaluated for 5 months. A pro- 
gram to enlist the services of 15,000 banks to assist in obtaining Air 
Force prime contracts for small business is launched, while, at the 
same time, the Assistant Secretary of the Air Force is informing your 
committee that— 


Insofar as the Air Force is concerned, the chief market for 
smal] business is in their capacity of acting as subcontractors 
and suppliers. 


Literally dozens of articles are written in trade journals and news- 
papers reporting the subcontractor casualties resulting from last 
spring’s Air Force economy readjustments, yet the Assistant Secretary 
for Materiel writes the chairman of your committee on November 
22, 1957, that— 


we see no need for small business to suffer a disproportionate 
share of any economic consequences nor have we discerned any 
evidence that this is happening. 


In view of these highly contradictory events, your committee is forced 
to conclude that the discouraging percentage of Air Force small-busi- 
ness awards is not solely attributable to the nature or type of item 
being procured. 

The programs of all three of these services, and of the Department 
of Defense, have now grown a year older. Your committee feels that 
most of the devices required to do a job for small business have been 
thoroughly tested and “shaken down.” All that apparently is needed is 
a trigger and that is urgently needed. Whether this will take the form 
of vigorous action by the Assistant Secretary of Defense (Supply and 
Logistics) or, perhaps, by the Assistant Secretary of the Navy (Lo- 
gistics), who has promised “a more dynamic and imaginative approach 
to this whole problem,” remains to be seen. Suffice it to say that the 
responsibility for improving present conditions rests squarely on the 
shoulders of the procurement Secretaries in the Department of De- 
fense and the three military services. If programs fail, if senior op- 
erational positions remain unmanned, if no dynamic new approaches 
are developed to counteract the setbacks anticipated as a result of the 
more complex and costly weapons to be produced in the future, these 
are the individuals whom our smaller firms must seek out for an 
accounting. 

In efforts to obtain a more comprehensive understanding of the 
small-business programs being carried out within each of the military 
departments, your committee this year took testimony from the 
military chiefs of the Army technical services, the Navy bureaus, and 
the two principal Air Force commands. While information received 
from these witnesses revealed certain shortcomings in individual pro- 
grams, generally speaking, a satisfactory picture was created by the 
military spokesmen, Your committee has recommended earlier in this 
report that each service, bureau, and command review the various pro- 


1 Weapon Systems Equipment and Small Business, June 26, 1957 (a study to determine 
the effects on small business of the conversion from Government-furnished equipment to 
contractor-furnished equipment). 
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grams adopted by all other services so as to eliminate detrimental 
aspects of its own program and in order that the better features of 
counterpart programs might be emulated. In continuation of its 
efforts to become informed on all phases of the military small-business 
programs, your committee proposes to have testify at its hearings 
during the next session of Congress, in addition to the | he meee ee 
Secretaries and military chiefs, a representative number of contracting 
officers, small-business specialists, and technicians drafting basic mili- 
tary-item requirements. 

Recommendations 

In keeping with your committee’s policy of offering the Defense 
Department its views concerning the current small-business policy 
al procedures being carried out by the military services, the follow- 
ing observations and definitive recommendations are set forth, in 
addition to those contained in the body of the report.* 

1. The problems faced by small business in its efforts to do business 
with the Department of Defense are almost too numerous to record ; 
however, your committee believes that the most significant and fun- 
damental of all is the basic, though well-concealed, attitude of indiffer- 
ence to the program maintained by that vast and powerful middle- 
management group consisting of contracting officers, buyers, nego- 
tiators, and those technicians drafting supply requirements. Your 
committee urges that the Assistant Secretary of Defense (Supply and 
Logistics) and his counterparts in the three military services, direct 
immediate attention to this basic problem and, through searching 
study, determine for themselves whether everything humanly possible 
is actually being done to assist small business in becoming a more 
potent factor in the Department of Defense supply system. 

2. Your committee’s review of the small-business program being 
carried out in the research and development contract areas of the three 
military services indicates a great need for coordination and stand- 
ardization. Your committee is hopeful that the assignment of a 
representative of the Office of the Assistant Secretary of Defense (Re- 
search and Engineering) to Secretary McGuire’s staff will result in 
early clarification of the highly divergent policies currently being 
followed in the research and development area by the various services. 
Your committee recommends that the “equitable opportunity for small 
business” criteria be applied to this contract area insofar as possible. 

3. Your committee cannot agree with the conclusions reached by 
the Department of Defense that small business fares as well with 
negotiated procurement procedures as under advertised competitive 
bidding. Consequently, it recommends that the Defense study on this 
matter be continued through fiscal year 1958, permitting further and 
more comprehensive evaluation. Meanwhile, your committee highly 
endorses the actions taken by the Navy and the Air Force in their 
efforts to increase the percentage of advertised competitive bids. 

4. As previously indicated in the body of this report, your com- 
mittee believes that one of the greatest single deterrents to small- 
business participation in defense procurement is the absence of ade- 
quate drawings and specifications accompanying a request for pro- 
posal or solicitation of bid. Your committee recommends that the 


1Pp. 5, 8,10, 14, 15, 16, 17, 24, 25, 26, 34, 35, and 36, 
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three military services give every assistance to the representative of 
the Department of Defense recently assigned the responsibility by 
the Assistant Secretary of Defense (Supply and Logistics) to correct 
this problem. 

5. Similarly, the continuing practice of procuring military items 
from sole sources of supply is believed highly detrimental, not only 
to the smaller firms that are automatically excluded from partici- 
pation, but also to the Defense Department itself, in view of the total 
absence of competition which is inherent in such purchasing. Your 
committee recommends that every effort be made by the Defense 
Department to reduce the number of items being procured under 
these restrictive conditions. 

6. The increase in the joint determination set-aside program for 
small business during the past year is highly commendable. Your 
committee recommends that these worthwhile efforts continue, since 
it is indicated that there still remains an appreciable area for expan- 
sion of these programs. 

7. In your committee’s 1956 procurement report, favorable com- 
ments were made concerning Army procedures for processing pro- 
curements involving proprietary rights of contractors. The committee 
recommended that procurement agencies take all necessary steps to 
guard against a compromise of such rights and also that individual 
contractors should recognize the necessity for guarding against en- 
croachment on their rights by the Government. Numerous instances 
disclosed during the past year indicate that your committee must 
caution the military against unchallenged acceptance of contractors’ 
representations concerning proprietary rights, since it now appears 
that overzealous contractors have displayed an increasing tendency 
to claim proprietary rights on military items previously developed by 
the contractor at Government expense. 

8. Your committee feels that there is a marked divergence between 
the Army technical services, the Navy bureaus, and the Air Force 
commands in their respective implementations of Defense policy di- 
rectives covering the defense small-business program. Your com- 
mittee recognizes the necessity for each service to issue implementing 
instructions in its own format. However, in order to insure con- 
formity of intent and standardized guidance for operational personnel, 
it is recommended that all departmental memoranda implementing 
defense small-business policy directives be first cleared by the Office 
of the Assistant Secretary of Defense (Supply and Logistics). 

9. For several years your committee has attempted to obtain a satis- 
factory answer from the Department of Defense to the question why 
the representatives of the Small Business Administration are not per- 
mitted to screen classified procurements, even though they possess 
security clearance. In this same general vein, it was brought out 
during this year’s hearings that Department of the Army Form 1877 
(small-business check list) was not being utilized on classified procure- 
ments. This small-business aid was circumvented on some 423 actions, 
totaling $480 million, during the first half of fiscal year 1957. It is 
recommended that the Department of Defense reopen consideration 
of this matter and weigh the advantages and disadvantages of per- 
mitting screening of classified procurement by Small Business Admin- 
istration personnel. A report from the Department to your com- 
mittee on this matter is deemed appropriate. 
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10. As previously indicated, a review of the various claimant pro- 

ams of the three military services revealed that small business 
submits bids on, and is awarded, a notably high percentage of those 
contracts on which it is given an opportunity to bid, this condition 
holding true even for. items in the more complex fields. It is, there- 
fore, recommended that programs be undertaken by the military serv- 
ices designed to increase the number of contracts offered to small 
business within all claimant program categories. 

11. Department of the Navy statistics covering the dollar value of 
amendments to previously awarded contracts during fiscal year 1957 
point up the urgent need for a program to curtail such practices. 
Granting that some of the original contracts were undoubtedly placed 
with small business, the fact remains that on 14 percent of the Navy’s 
total contract-dollar value in excess of $10,000, neither small nor large 
business had an opportunity to compete. Your committee proposes 
to develop this matter at great length with all three of the military 
services during its next year’s hearings. 

12. Your committee trusts that the establishment of the Department 
of Defense Small Business Industry Advisory Committee earlier this 
year will prove of assistance to the military in obtaining a better 
understanding of the various problems that Government procurement 
presents to the smaller firm. In order that a committee might keep 
abreast of the activities and programs of the Advisory Committee 
it is recommended that a representative of your committee be invited 
to attend the quarterly meetings held by this group. 
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